

[image: ]



THE REBEL ACCOUNTANT is a chartered tax advisor who has worked widely behind the scenes in London and Australia, everywhere from major accountancy firms to tiny start-ups.

He chose his career because he loves to be creative.
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Disclaimer

I’d love it if this was entirely a work of fiction, but it isn’t. This book is an accurate depiction of a certain kind of career in accountancy. Where I have used real names it is in instances where there is a clear factual basis for doing so. Other places and names have been changed to protect the innocent (or guilty) and have been blended, merged and obscured in order to prevent individuals or institutions being recognised, when they are not my target. I hope that does not obscure the insights I want to share with you about a culture that exists within the global tax industry, and a horrifying truth about the world’s tax systems themselves.
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INTRODUCTION

There’s a sketch I like by a cartoonist called Shannon Burns of a balding man sitting at a desk in front of a computer in what could be an office anywhere in the world. The man has a little smile on his face as he thinks to himself, I’ll round this column off to the nearest nickel.

The cartoon is captioned “REBEL ACCOUNTANT”.

When I first saw this picture, it made me smile (though as a Brit I had to check which coin a nickel was). But there was something unsettling about it, too. I realised that I’d heard the phrase rebel accountant before.

Some years ago I was in an old Victorian pub in the Square Mile – the financial district of London – sharing a beer with a partner at a major accountancy firm. Actually it was more than one beer. He loosened up enough to tell me about a tax scheme he was working on in which he had simply invented a £10-million expense for one of his clients, which was going to save the client a few million pounds of tax.

I’ve spent a career around such people, but even so this admission seemed a little bold, and not least because I barely knew the man. Inventing expenses on this scale is not just illegal, it’s spending-a-long-time-in-jail illegal.

I asked him if he was afraid of getting caught.

“Nah,” he said. “It’s not like the tax office want to mess with us. And besides, I see myself as a Rebel Accountant.”

This is what unsettled me when I saw the light-hearted sketch of the accountant who rebels with a bit of clandestine rounding – out there in the real world, accountants are cheating the system to ensure that their clients, people with serious money, are paying a lot less tax than they should be. And as a consequence of these rebel accountants, not only are schools and hospitals and roads and the rest receiving a lot less money, but you are paying a lot more tax than you need to be. That’s not quite as funny.

Except the maddening thing is that most accountants don’t even need to be rebels. Most of the time the rules don’t need circumventing or manipulating, because the rules have been written under the guidance of those people with very serious money.

Perhaps you knew that already. But do you know exactly how the rich avoid their taxes and, by extension, whether you could, too?

About half your wealth will disappear as tax over the course of your life – a little less if you’re Australian or American, a little more if you’re European. You’ll probably spend more on tax than you will on all the homes you’ll live in, the cars you’ll drive and the food you’ll eat combined, but I’ll bet you find it easier to read a nutrition label than the deductions coming out of your payslip. I bet you know more about whether a neighbourhood is a nice one to live in than you are able to figure out how much tax you’ll pay to live there.

You’re not meant to know about tax. It’s kept complex for a reason. If you knew what was really going on, you’d be the one who would want to rebel. If you understood that you were paying perhaps four times the tax rate of multi-millionaires, and more in absolute terms than some billionaires, would you stand for it?

Something’s gone wrong here. We’re being mocked. Hand over your cash, but don’t ask how we calculated how much you have to pay, because we’re not going to tell you.

It’s like we’re being forced to play a game but we don’t know the rules – yet the rules were written by the person insisting we play.

So how do you fix this situation? Learn the rules? Are you kidding? It takes months of hard study and years of experience to become a professional tax advisor (I know, because that’s what I did).

There are some books on this subject, guides for laypeople about their taxes, but mostly they are, well – how do I put this? – boring.

So here’s my solution. I’ve written a book about tax that explains how it works and how you’re being screwed over by it and what you can do about that screwing, written in a way that hopefully disguises the fact that you’re reading a book about tax at all.

This is a book about cheats and scandals, sex and violence, conflict and lies, smuggling cash in suitcases and awkward situations in toilet cubicles. There’s death and war and gore and a fish called Starbuck.

This was the challenge I set myself – to overcome the problem that everyone needs to read a book about tax, but no one wants to. I hope that changes, now.

I’ve decided to remain anonymous, and use the name “The Rebel Accountant”, not least because it lets me tell this story in a way that I otherwise wouldn’t be able to. In short, in a much more fun way. That does mean that a few names are made up, and a few places and events merged together. One or two people who have read early drafts of this book have already said, “Hey, this is a description of me”, and of course they’re wrong, but I can’t help but smile, just a little, at their mistake.

In reading this book, I want you to feel like you’re playing a game – because that’s how the tax professionals see it. You don’t know the rules? Don’t worry too much about that – I’ll explain them as we go along. The good news is that if you win this game, you can double your wealth, as you will no longer be paying tax (someone else will be paying it instead of you, but we’ll deal with that a little later on).

And if you lose this game? Well, here’s the secret. Don’t tell anyone. Once you know the rules you can’t lose – it’s a rigged game.

The place you get to when you reach the end of this game is called Taxtopia. You’ll find out why.


PROLOGUE

Driving into the town of Kersey, Pennsylvania, I saw a teenager holding up a homemade sign. He had used a spray can to spell out three words on a large piece of cardboard. I was on a small rural road and there can’t have been more than one car every five minutes passing along it, so it was clear that he was waving the sign just for me. Before I could make out the words I assumed that if it wasn’t an advert it would be something religious, political or obscene. I rather hoped it would be obscene. As I drew closer I saw that he had a smile on his face, and he gave me a wide-grinned wink.

The sign said:
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Was he warning me of an accident up ahead? Was he giving me his opinion on local law enforcement? Either way, should I slow down? I eased off what the lady at the rental company called the gas and over-analysed the situation.

What if it was a trick? Would a 14-year-old in rural Pennsylvania go to all that trouble just to laugh at making cars slow down for no reason? Was it some incomprehensible TikTok challenge? For that matter, had the lady at the rental company been f lirting with me? She probably wasn’t. Though she had said my accent was “cute”.

I was going about 40mph. I had no idea what the speed limit was. I had very little experience of driving on American roads. I knew I was approaching a small town, so it seemed reasonable to assume that I was going too fast. I started to brake.

I always over-analyse the situation. In my career you can charge by the hour, so it becomes a habit to consider every last detail. But in this case the analysis didn’t last long.

The cop was well concealed. He had parked his car a dozen or so yards up a dirt drive to hide it from traffic like me and was crouched down holding a radar gun, and clocked my speed at about 22mph. It was slow enough not to get a ticket.

The cop flapped his hand a little as I drove by, as if asking me to slow down further, and I gave him a little wave in response. I meant it to be friendly, but he didn’t look in the mood for niceties. Not long after, I found out why.

A minute or two down the road, approaching the crossroads where most of the small town’s white wooden houses are situated, I saw another teenager. He, too, held up a sign as I approached. This one had only one word sprayed onto it, and the kid had an even broader grin than his friend. The sign read:
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He’d chosen his spot well. There was a stop sign at the crossroads, so I was slowing to a standstill anyway. I didn’t immediately realise what had just happened. It was the friends I was visiting in the town who had to explain it to me.

“Kids are doing it all over the place,” they said. “It started with some photos and bragging on the internet and now it’s really caught on. They make good money.”

“What do the police think about it?” I asked.

“Well, yeah, they’re kinda pissed, but the kids aren’t breaking any laws. If anything, they’re helping people obey the law. And I think most people would rather pay the kids a few bucks than a hundred-dollar fine.”

I mulled this over. I would like you to mull it over too.

Be honest with yourself, would you have tipped the kids?

I mean, sure, it’s a little cheeky. And sure, that speeding fine would have paid for things we all need. But you didn’t know what that speed limit was and there was no easy way to find out. Be really, really honest with yourself. No one’s looking.

There’s another version of this story. In this other version, the cop isn’t a cop.

The cop is the taxman. The cop is His Majesty’s Revenue & Customs, the Internal Revenue Service, the Australian Taxation Office, le Ministère de l’Action et des Comptes Publics. The cop is working within a system that really is designed to catch you out. He knows you don’t know how fast you’re allowed to go. He’s waiting behind a bush, at the bottom of a hill, at the end of a long open road.

And the speeding fine’s not really a fine – it’s tax. It’s cash you have to pay because you don’t know how to work the system.

You might think this isn’t a fair comparison. Perhaps you think a fine is for when you do something wrong, whereas tax is just something we all pay, regardless of the choices we make. That may be how tax works for you, but it is not how it works for people richer than you. In this version of the story, the cop puts his radar gun away when a Lamborghini drives by at 90mph. Would it still be fair that you paid the fine, but the Lambo guy didn’t?

Because that’s what’s happening. Across the world, tax systems are designed to let the richest people off. I don’t mean “designed” in some abstract sense, like something that economists debate at dinner parties, tipsily drawing diagrams on their host’s napkins. I mean the system of taxes we have is actually designed to reward the very wealthy. As in, someone sat down and said, “Let’s write a tax code where the poorest in society pay at least quadruple the tax rates of the richest” and then, worried that wasn’t fair, added, “Though if that puts too much burden on the really wealthy we’ll let the rich buggers pay nothing at all.”

Now, where were we? The cop is the taxman and the fine is a tax, and the billionaires are speeding through in their sports cars without so much as a frown from the cop (who is actually the taxman). Still with me?

You’ve probably gathered that you’re the guy in the regular car. You’re the guy who doesn’t know what the speed limit is – which if I’ve got this metaphor right means I’m saying you don’t know what the tax rules are, which maybe sounds like I’m insulting you, though who gets offended for being told they don’t know much about tax?

You might think you do know the rules, or at least how they apply to you, but I can assure you that you don’t. No matter how simple your financial affairs are, you are paying way more in tax than you think you are. Governments have become experts at plucking your wealth from you without you noticing.

But what’s more, most of the tax you’re paying isn’t even going towards schools or hospitals or nukes or a slightly quicker train to somewhere you’ll never visit. Most of the time it’s being used to subsidise the wealthy.

You might think you’re being an ethical citizen by paying your taxes, but our system is so warped that more often than not you’re not helping the state at all. Indeed most of the time you’d help the economy more if you asked your boss for a pay cut. We’ll find out exactly why a bit later on, because right now we’re dealing with you speeding into Kersey, Pennsylvania.

The speeding ticket you’d get if the kids weren’t there to warn you isn’t fair. You’re the only one who has to pay it – none of the rich people do. And the cop is more likely to use the cash to go for beers with his mate in the Lamborghini than to spend it on “things we all need”.

Remember that if you’re the guy in the regular car, this makes you the guy who has the chance to pay a few dollars to the kids with the signs instead of a hundred dollars to the taxman.

And this is where I come in. You may have worked out who I am by now. I’m those kids with the signs. I’m waving the signs at you. I’m the person you pay to “rearrange your financial affairs”. That’s my industry’s preferred term for “make your tax bill disappear”.

Of course, my signs have more than three words on them (though I’ll happily accept tips). You might think at this point I’m about to tell you how to not pay any tax (and you’re not necessarily wrong), and you may or may not have a moral issue with that, but I’m afraid it’s not that simple.

For a start, you’re already a fraudster and a money-launderer. You may not realise it, but you’ve committed theft and fraud and tax evasion and yes, money-laundering, on more than one occasion. I don’t want to repeat myself too much, but the system really is designed to catch you out.

In my country, England, if you’ve ever so much as paid for a sandwich “to take away”, then changed your mind and sat down in the café, you’ve defrauded the government – you’ve committed a crime with a maximum prison sentence more severe than if you’d prepared to commit an act of terrorism, all because of a quirk of the tax rules and a table that became available. The examples are pretty similar in other countries, too, so no matter where you are in the world something like this will have caught you out.

You may have even taken advantage of a tax-avoidance scheme of sorts, too. I have a friend who prides herself on her good ethical behaviour, including the fact that she is helping to save the planet by scrapping her old car and leasing an electric one. She’s doing so by using a salary sacrifice scheme that saved her almost half the cost of leasing her Nissan Leaf. Saved her, but someone has to pick up the tab. That someone is you.

Or a simpler example: you might not be happy to read that Amazon pays very little tax, but do you wish this book cost more?

To make it all worse, you’re also really not paying for all the good stuff. If you’re a doctor or a nurse, a teacher, a lecturer, a civil servant, a policeman, a fireman, a judge, a soldier, a prison warden or a politician, then your wages are probably being paid by the government – your tax contributions are akin to a child handing back their pocket money as rent. The family is no richer for it. Though like any proud parent we’re all glad you’re doing what you’re doing (except you politicians: I’ve got a whole chapter on what you get up to).

But that doesn’t mean that the rest of us are pulling more than our weight. Perhaps the most shocking thing I’ve learned about tax is that most of us aren’t paying for the doctors and teachers and civil servants and firemen and judges and soldiers. Most of us aren’t making the government richer at all, yet you’ll almost never hear the reason why.

Here’s the crux of the issue – most of us are paying far more in tax than we realise, yet contributing far less to the government’s coffers than we think we are.

Most of our tax is being used to subsidise the rich, yet the rich are routinely avoiding paying their taxes.

We abhor the tax cheats we read about, but often, unwittingly, we are tax cheats ourselves.

And sometimes it’s not unwittingly. Sometimes we know exactly what we’re doing – a cash payment to the plumber here, a pocketed tip there, an illicit download off the internet perhaps, or using a side business to deduct a few bogus expenses. But when we do it it’s harmless, right? After all, we’re just the little guy up against an inflexible system, and who doesn’t root for the little guy? But then again, don’t we just hate to see that system beaten by anyone else, especially anyone richer than us?

And the people who really are richer than us can beat the system more easily because they can afford to pay for advice from someone like me.

Let me tell you what I do for a living.
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