
Creative Accounting  

We have all heard of creative accounting; of which accountants define as an attempt to manipulate 

financial statements. The purpose possible being to report less income in order to pay less tax or 

maybe placing assets on the balance sheet that do not belong there in order to increase the value of 

the business. But what makes creative accounting so interesting is that it attempts to beat the 

system using technicalities. Unlike deliberately not submitting tax returns in order to avoid paying 

tax; creative accounting will submit tax returns but attempt to pay less or nothing at all using the 

very same tax laws to support its argument. In other words, it’s attempting to beat the system using 

the system.  

For an example, let’s take an entrepreneur who works from home and considers their property or 

home as an asset by placing it on the balance sheet of the business. They would do this maybe to 

increase the value of the business or attempt to avoid estate duty.  But as we noted last week, 

personal and business assets are only joined together if the incorporation of the business is a sole 

proprietorship of which most small businesses are CC’s or Pty Ltd’s and in that case personal assets 

i.e. house, cannot be considered an asset of the business. More importantly, an asset of the business 

is one that contributes directly to the revenue of the business. A factory that is used to manufacture 

plastics is an asset because without it you cannot manufacture the plastics but I am sure those that 

work from home could still conduct their businesses away from their homes.  

What about business owners that purchase a vehicle for personal use using company money? Surely 

there is nothing wrong with that because the profits they make are theirs and they can do with them 

as they please. But the issue arises when they buy the personal vehicle using company money in 

order to claim VAT from Sars. That still sounds legal because according to Sars if you purchase an 

asset that contributes to you paying more VAT than you received then you are entitled to claim that 

money back from Sars.  

Personal vehicle VAT claim is a common creative accounting technique used by many business 

owners but to no avail. Although the tax law suggests it is possible, the fine print only allows for 

vehicles that are used for the business and contribute to the revenues of the business. Such vehicles 

as those that transport employees to and fro or deliver products to customers but not personal ones 

used to go to the movie theatre over the weekend. One might argue that they use the personal 

vehicle to get to and fro from work but Sars is not particularly concerned on how you get to work 

but rather on your dealings at work. 
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