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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.





1


DON’T BECOME A TAX ADVISOR


It did not begin well.


Three months in I realised I’d been tricked. I remember the exact moment it dawned on me, a weighted shadow of regret and dismay, made worse by the empty seat next to me where my party guest had failed to show.


In front of me was a curtain that hung heavy from the ornate ceiling of this Knightsbridge hotel. Behind me was the rest of the party. A thousand other guests, any of them more amiable than the two to the right of me.


They were a couple, old and tired. Tired of each other as much as this party. The theme changed every year, the format didn’t. I tried hard with them, I really did.


He was a partner at a small firm near Heathrow that had just been purchased by my firm. His name was Norman. He worked in Value Added Tax. In a profession known for its Aspergic members, VAT is at the far end of the spectrum. You charge VAT on what you sell, you recover it on what you buy. Norman had advised on this for our clients day in, day out, for 40 years.


So I asked his wife what she did.


“I work in VAT,” she said.


I thought hard. Where do I go with this?


“So was it your love of VAT that brought the two of you together?” I asked. I thought this was a nice thing to say – light-hearted, friendly, a hint of sauciness perhaps. A conversational hook, if nothing else.


They looked at each other, turning their heads slowly, as their osteopath had advised. Then she turned slowly back to me.


“No,” she said. There was no smile.


Then she took her turn to look at the curtain.


—


In the September of that year I had decided to rebel against my parents.


It was astonishingly difficult to do.


We lived in a posh but trendy part of London, my parents were both relaxed and liberal, had enjoyed the Sixties appropriately then sobered up in the Seventies, squeezed out kids in the Eighties and sent us to undemanding private schools in the Nineties. I didn’t have the emotional trauma to become a drug addict or the musical ability to justify tattooing or piercing myself. If I’d announced at dinner that I was going to join an ashram in Peshawar, my old man would have recommended a restaurant he knew on the Khyber Road while my mother would have told me politely that I had my religions confused.


My father had got me a job making music videos and commercials – the kind of thing that some people dream of doing. Without any effort or inclination on my part I had found myself in what was supposed to be a creative maelstrom, working as part of a team that was filming the comeback of an Eighties pop icon.


So how to rebel? How do you do something that no one expects you to? How do you raise eyebrows and start conversations?


Yup, I became an accountant.1


There were aptitude tests and interviews and all that, but frankly so few people want to be accountants and so many accountants are needed that as long as you can tell which of two numbers is bigger you’re pretty much guaranteed to get a training contract.


Most people are recruited by one of the “Big 4” firms. Between them, they’re responsible for around 96 per cent of the significant business of accounting. You might know that there used to be a “Big 5”, until something really bad happened to one of them.


But I made a mistake. This is where the trick came in.


I interviewed at the Big 4, but I also went along to an assessment day at a smaller firm. For legal reasons I can’t tell you which one. This is a shame, as there’s a good joke about this firm’s name.


The assessment day was amazing. There were six of us attending – I fell instantly in love with three of the other assessees; we were taken out for lunch in the City; given a speech about how this firm was different, how they wanted fresh ideas, a youthful perspective, how we could be part of a dynamic, evolving team from Day 1. We would be trained by the best in the world and become leaders in our chosen field. We took part in an inspired business exercise to test our commercial acumen. “The decisions you make in this exercise will reflect the decisions that you are making in your jobs.”


To help you understand how this affected me, compare it to the interview I had at one of the Big 4 firms:


“Tell me something about your CV.”


“It’s all there in front of you, what would you like to know more about?”


“Any of it. I don’t really care.”


But at this small firm I would be an individual. I’d have a chance to grow, to learn, to be a future captain of industry. I accepted their job offer.


The induction day when I joined should have set off alarm bells. There were 20 of us new kids on the graduate scheme and we were all sent into a room to await our training manager. None of my new colleagues said so much as a single word as we waited.


There is an old joke that you can spot an extroverted accountant because they look at your shoes when they talk to you. Here they weren’t even talking. But people get shy, I understand that.


The girls I’d fallen semi-in-love with on the assessment day weren’t there. Very few girls were.


Then our training manager arrived and put on a VHS narrated by Jeremy Clarkson to explain something about the chemicals industry. I remembered reading that this firm did a lot of work in the chemicals industry. We practised some double-entry bookkeeping. If I’d known it was going to be important I probably would have paid more attention, but it’s a lot less exciting than it sounds. In fact, after three hours of it I’d picked up just two facts, one of which, it transpired, was wrong:




1. Bookkeeping (and its derivations) is the only word in English to have three double-letters one after the other.


2. A debit is the number closer to the window.2





Then I was taken to my desk, and given my first ever job in tax:


“One of our clients has recently refurbished its offices and has purchased 300 new computers. It wants to make a capital election for each one, so we need you to record the serial numbers of each computer in this spreadsheet.”


I asked why they were making the election or, indeed, what a capital election was. It seemed like what I should be asking. But I got a blank stare in return. Apparently it didn’t matter.


But everyone has to do tedious stuff in their jobs, I thought. I mean, I suspect Day 1 in the Oval Office is just getting security clearances and signing endless documents. It’s probably Day 2 when the fun starts.


Day 2 was mostly photocopying. So were Day 3 and Day 4. On Day 5 I discovered that they served mid-morning soup in the canteen and it was seen as a legitimate reason to be away from one’s desk. Day 6 was a little better, but then it was a Saturday, so I wasn’t at work.


And after three months of this I was sitting in an ill-fitted rented tuxedo, staring at a featureless curtain, between a vacant seat and Mr and Mrs Norman VAT. Someone had just proposed a toast to the Queen. She wasn’t there, of course.


So it hit me. The charm and flattery of the assessment day was a trick. This was the reality, and would be for the next 40 years.


But then the evening took an unexpected turn, and with it my career.


It began when Mrs Norman started to cry.


—


Here’s what’s weird about any sales tax, like VAT. Because the format of the tax is so simple – all you do is add a percentage onto your sales price, and then that percentage gets paid over to the government – you’d think there wouldn’t be too many fiddly rules.


But if there weren’t fiddly rules there would be nothing for accountants to do. And it’s accountants who advise the government on how to write the rules, so they make damn sure that the rules are as complicated as they can be.


For instance, in the UK, we have a 20 per cent tax on clothing, but there’s an exception for children’s clothes. Buy your kid a hat, and the tax rate is 0 per cent. But there’s an exception to that exception – if the kid’s hat is fur-lined, the tax rate is 20 per cent again. But there’s an exception to the exception of that first exception. If the fur in the hat is goat fur, then we go back to 0 per cent. But I kid you not that there’s an exception to the exception of the exception’s exception. The rate goes back to 20 per cent if the goat fur comes from goats raised in Yemen, Mongolia or Tibet. Which is how VAT partners at mid-sized accountancy firms get paid £600 per hour to enquire into the provenance of a toddler’s goat-fur beret.


It’s not just goat fur. People go to court to argue whether their crisp is really a crisp (Pringles claimed otherwise) or whether their cake is really a cake (ask Jaffa) or their bread is really a cake (Subway’s bread has a lot of sugar in it) or, amazingly, whether pizza is designed to be consumed hot (apparently not, if you’re Domino’s – it’s just a coincidence).


My favourite case of all time – and one I tried to share with Mrs Norman VAT in an attempt at dinner chat – was settled by the Supreme Court of the United States. A company called Toy Biz, Inc. had purchased the right to make the figurines of the X-Men superheroes. Under US law, sales taxes are not applied to toys, but they are applied to humanoid dolls. So Toy Biz, Inc. labelled their action figures as toys, only for an X-Men fan at the IRS to launch an inquiry.


In the X-Men stories, the X-Men are mutants, gaining their superpowers due to mutations in their DNA. Some have grown claws, some can manipulate metal with their minds, one or two have wings, that sort of stuff. Consequently, many normal people fear them, and treat them as outcasts. So the X-Men try desperately to gain acceptance – to make people realise that they are not to be feared. They may have dangerous powers, but they are just like us. They are humans, too.


In which case, the IRS argued, we need to whack on a sales tax, as they’re dolls, not toys.


It went through a tribunal and a court hearing and the appeals process until the Supreme Court of the United States found itself having to make a decision about whether Wolverine and friends were humans or not.


I love the image of senior judges holding an action figure of Magneto and saying, “Well this guy sure looks human, but that lizard-y one over there’s got four arms, sheesh, I dunno – Ginsburg, what d’you reckon?”


Mrs VAT didn’t laugh at my accent. She didn’t smile. If I’m entirely honest (which is not something my profession is always known for), I think she might not have been listening to me. Her husband had left the table. It was just us. She mumbled something.


“I’m sorry, what was that?”


“I said he’s bought a Porsche. He thinks I don’t know, but he’s spending it all on her.”


“Sorry, who’s bought a Porsche?”


“He’s taken all our money – yours too, I’m afraid. I don’t suppose I’ll see him again.”


Finally, I thought, this night may be about to get interesting.


—


Actually, there’s two other things about VAT I want to share with you. As they’re both in some way related to sex this seems like as good a point as any to mention them.


You don’t have to charge VAT unless your business makes a certain amount of money. As customers don’t like paying VAT, there’s an incentive for businesses to, ahem, under-report how much money they earn, especially if they’re very close to the threshold above which they have to charge it. Tax inspectors sometimes go undercover, posing as customers, to try and estimate whether a business should be registered for VAT but isn’t . . . but it’s not much fun for them to pretend that their sink is broken or their windows need cleaning to try and catch some dodgy handyman out, so instead HMRC launched an undercover investigation into Spearmint Rhino.


Now obviously when I first found this out I had no idea what Spearmint Rhino was and had to google it, while at work and with my boss standing behind me. If you’re pretending that you don’t know either, I’ll tell you – it’s a strip club.


You see, a court ruling had said that all Spearmint Rhino did was provide a workspace to self-employed strippers, which left open the question of whether the strippers themselves were earning more than the threshold at which they should be charging VAT. As in “Would you like a dance? That will be £20 plus VAT.”


I admire the resilience of the undercover tax inspectors, forced to spend night after night monitoring the number of sexy dances these sole traders (to use the lingo) were performing. If the strippers were over the threshold (some were), then at least if you went to Spearmint Rhino on a work jolly you could ask for an invoice detailing the services provided and claim back the VAT.3


Ex-Prime Minister Gordon Brown also got involved with people’s sexy times by tweaking a bit of VAT (sorry, there’s probably a better way to phrase that). Back when he was in charge of tax rules – in the early Noughties – he was informed that the UK had the highest rate of teenage pregnancy in Europe. What follows is an extraordinary insight into how his mind worked.


Clearly, he thought, condoms were too expensive, otherwise teenagers would be using them – so he lowered the rate of VAT on contraceptives to 5 per cent. In Gordon’s imagination he must have seen some horny kid saying, “£1.20 a condom?! I’m not paying that! Oh wait, £1.05 . . . brill, slap it on!”


In fairness to Gordon, it worked. The teenage pregnancy rate has halved since his intervention.


—


It transpired that Mr Norman VAT, the partner from Heathrow who had just joined our firm, whom I’d written off as possibly the most boring man alive, was both stealing from what I guess were now our clients and having an affair with his secretary. Mrs Norman VAT only gave me part of the details – I’m not sure a 23-year-old trainee she’d just met at a work party was the ideal person to share the worst revelation of her life with – but I resolved to go digging for as much dirt as I could the next time I disappeared for soup in the office.


What I was told was that Norman had created elaborate tax scams known as “carousel frauds”.


Remember that you charge VAT on what you sell, but you can also reclaim it on what you buy, provided you’ve bought it for business reasons. There’s also an exploitable exception (of course): you don’t have to pay VAT when you export something.4


At its simplest, a carousel fraud works by setting up three companies, – an importer, an exporter and a foreign company – all ultimately (but secretly) owned by the same person. The three companies then sell goods to each other in a pointless circular transaction (hence “carousel”) like this:


[image: Illustration]


The importer buys some goods from the foreign company, then sells them to the exporter. At this point VAT gets charged – so the importer owes money to the government, but the exporter can claim the same amount of money from the government.


The exporter then sells the goods back to the original foreign company.


So far, this isn’t actually a fraud, but neither is it making anyone any money. The goods have ended up back where they started and the VAT owed by one company exactly matches the VAT reclaimed by another.


The fraud happens when you make the importing company just . . . disappear. It owes a fortune to HMRC but it doesn’t pay it. When HMRC start investigating, it turns out that the listed directors are fictional and the registered address can’t be found.


All we’ve done is remove one of the companies from our carousel, like this:


[image: Illustration]


What we’re left with is a UK company that is owed a lot of money from the government. That’s definitely fraud, but the UK company doesn’t appear to be connected to the other companies in the chain (even though it really is), so just happily pockets the cash.


Indeed, the actual goods never even need to change hands. In fact, they don’t need to exist at all. All you need to make this work is the paper trail. And it’s the paper trail that Norman was good at.


Carousel fraud is big business. In 2016 the UK government convicted eighteen people of the same mobile-phone fraud and confiscated almost £115 million in criminal profits. In 2012 another gang was convicted of a £176-million fraud, also based on fictional sales of mobile phones. In 2008 there was a £138-million carousel fraud. This doesn’t include all the gangs who simply don’t get caught, or the dozens of smaller scale operations, like Norman’s. The European Commission estimated that the VAT lost across the EU due to fraud was over €130 billion in 2019 alone.5


But Norman wasn’t as clever as he thought. Too many of the “legitimate” companies – the exporters – were in some way connected to him. One of my managers thought that Norman must have got either too lazy or too greedy. Each new (fictional) “client” looked like revenue he’d brought into his firm, justifying for him a larger share of partnership income. Perhaps realising that the tax inspectors were on to him, he decided to unwind some of the frauds, paying over the VAT due by the importers. But as he didn’t have that kind of money (I assume having spent it on the Porsche and the secretary), he dipped into the firm’s client accounts to pay for it.


Clients tend to be better at noticing that their money is missing than the government is, so many of them started asking impossible-to-answer questions about where their cash was. Apparently Norman realised he’d been rumbled the very night of the party at which I had been sitting next to him and his wife. The rumour was that he had now gone on the run – with both his secretary and the client money.


Of course, I was appalled when I heard all of this. I’d sat at that dinner all night and missed a golden opportunity to hear about this elaborate subterfuge first hand. 6


—


In the early days, whenever I was interviewed for an accountancy training contract I would always be asked the same question:


“Why do you want to become an accountant?”


I suspect most job interviews have some variation of this question, but it’s different in accountancy. The way it’s asked is like this:


“Why the fuck do you want to become an accountant?”


I’d rehearsed my answer:


“I want the opportunity to be creative.”


Working in the music-video industry had taught me that the creative industries are anything but. They are built on a pyramid structure – just have a look at the credits at the end of a film. Of the 400 people who spent a year of their lives on a blockbuster movie, how many of them actually used their imagination? The director? Maybe a producer, definitely an editor, probably not a cameraman. Perhaps a couple of lead actors. But everyone else? It’s not like the make-up artist suddenly decides to apply mascara to an actress’s elbows, or the key grip tessellates the camera equipment in a novel way. But keep reading down past the gaffers and caterers and you’ll get to the accounting team. In the old days there’d be one accountant listed, who had the job of recording the expenses. Nowadays it’ll be a whole team. They’re less concerned with where the money goes, but rather where it comes from. That takes some creativity.


Or so my spiel went. The partners interviewing me would nod in agreement. I was complimenting them, telling them that they were cooler than film directors. They all offered me a job.


And then at the induction at the firm that I actually joined, during a break between a PowerPoint presentation about the seemingly millennia-long history of the firm’s many mergers and the issuing of our “irreplaceable” staff ID cards (I lost mine after two weeks), one of the other trainees asked me why I’d become an accountant. I said the same thing to him – that the real creativity was behind the scenes, following the money, not pointing a camera at a pop band or pretty actress in exactly the same way it’s been done a thousand times before. When I finished he breathed in slowly before he spoke, weighing up the benefits of being honest with me or making a good first impression. He went with honesty.


“That’s the stupidest fucking thing I’ve ever heard.”


After three months of data entry and photocopying, I was starting to think that he might be right.


But then I met Wilhelm.


—


There are accountants and then there are accountants. And then there was Wilhelm.


There are a quarter of a million accountants in the UK, and five times that number in the USA. There are over three million accountants worldwide.7


Would it be fair to stereotype all these people? Well, here goes . . .


In Hollywood movies the accountants are usually socially awkward mathematical geniuses. But in the real world the banking industry pays so much better than accountancy that the actual savants aren’t going to be auditing your small business.


The reality is that accountancy is a career for people who don’t know what else to do with their lives. Indeed, if you are thinking about a career in accountancy, think twice before studying accountancy at university. The people interviewing you won’t have done so and will wonder why on earth you did. Actually wanting to be an accountant is normally the only grounds not to be offered the job.


I just mentioned Hollywood, but in fairness I can only think of three Hollywood films that prominently feature accountants. One is The Accountant, in which Ben Affleck plays an accountant who is a mathematical savant and is inexplicably good at hand-to-hand combat. The second is Stranger Than Fiction, with Will Ferrell as a mathematical savant who is inexplicably attractive to Maggie Gyllenhaal. The third is The Untouchables, which features a relatively normal accountant. As Hollywood abhors normalcy, this accountant is brutally gunned down in an elevator.


When Hollywood features an accountant as a supporting character it normally establishes their credentials by having them wear a poorly fitting suit and saying things like, “I just like the way all the numbers balance.” In reality the numbers never balance . . . sure, they’re supposed to, but they never bloody do, so I can guarantee that no accountant has ever said, “I like the way the numbers balance.” At accountancy college you’re even taught to insert a fictional balancing adjustment into a balance sheet just because no one can ever get the damn thing to balance. If Hollywood wants to get it right its characters should say, “I didn’t know what to do with my life, so here I am in the accounts department. Fuck.” (To be fair, Hollywood does have the poorly fitting suit bit right.)


Some of the traditional stereotypes can be true. I worked with a junior manager I’ll call Durukan who joined my firm shortly after I did. I was told he had moved to London from Turkey and it occurred to me that he might be lonely. So I tried to befriend him.


“What do you like doing when you’re not accounting?”


He thought about it, then gave me an answer:


“I like TV.”


“Any particular TV?” I tried.


“No. Just TV.”


I accept that I could have tried harder.


There are some articulate and charming accountants out there, but you probably won’t realise you’ve met them because they’ve learned to say anything other than “accounting” when you ask them what they do for a living.8


But mostly it’s a career for people who picked a job by going alphabetically through the list of career options and didn’t want to work in an abattoir.


And then there’s Wilhelm, in a category of his own.


—


I want to tell you about Wilhelm in some detail because it’s through him that I learned what deep down I suspect you want to know: how to avoid paying tax.


He was also one of the brightest, weirdest and consistently inconsistent people I’ve ever met – a man who mirrored the tax rules he knew so well.


Wilhelm hadn’t followed a conventional career path. He had left his rural Scandinavian school at 16 and found his way to the Bahamas, where he worked on a yacht belonging to an Italian billionaire. Though as he put it, “I didn’t do much work, but I got paid a lot of money.” I can only guess what he meant by that. He became friends with one of the billionaire’s four personal assistants. There were four because one was for the billionaire’s business, one for his domestic life, one for his social life and one who controlled the calendar. This last one was the PA who simply wasn’t allowed to get it wrong. He was the one Wilhelm befriended.


The great advantage of yachts is that you can live on them and not be living anywhere else. Most countries only tax people who live in their countries, so a billionaire can avoid a lot of tax by just, well, not living in those countries. America is the big exception. If you’re American the IRS will follow you anywhere. It’s one reason that American billionaires own fewer yachts than European ones.


Wilhelm learned this from the PA, but he didn’t have the sort of mind that just went, “Oh, OK”, then forgot about it. Instead, while still in his teens, he read up on international tax rules. He realised that it was information that was important to billionaires, so he figured it was a fast track to getting their attention – and their money.


The issue, he learned, is how long you can be living somewhere before you count as being there long enough to owe taxes. You can always get away with staying somewhere for a short while, otherwise every tourist would become tax resident in the place they’re visiting and be slapped with a massive tax bill, so every country has what are called residency rules. It was these rules that the calendar PA had to know, and it was these rules that Wilhelm mastered at an age when I was still playing with my Warhammer.9


From there he ingratiated himself into the company of the Italian billionaire’s friends and acquaintances, teaching himself any skill that he thought would enable him to advance his new career. He knew more about wine than anyone I’ve ever met, yet didn’t drink it. “Trust me, you know the story of Scylla and Charybdis? You don’t want to be drunk on a boat between an ageing predator and a stormy sea.”10


He told me that in his mid-twenties, when he was already running a tax-consultancy business, he had a sudden panic attack. He had always treated taxation as a game. There were rules – very, very, complex rules – and whoever played them best, won. But then he wondered if that was true. What if what he was doing was morally wrong? We only ever discussed this once, but he told me that he lay in the bath until it turned cold and refused to let himself get out until he had an answer. Eventually he did. What he decided would nowadays be seen as a bastardisation of what has become known as Modern Monetary Theory .


Wilhelm reasoned that taxes did not actually pay for things, like schools or hospitals. His view was that the teachers and nurses in, say, England, are paid with pounds, and the British government has a near monopoly on making pounds, so can pay for as many teachers and nurses as it wants. The only catch is that if it pays for too many, then if the private sector has not made enough products there will be too many pounds chasing too few goods, and prices will go up. So whenever the government pays for something, like a new school or a policeman’s salary, it is pumping money into the economy, and so to stop the economy from overheating it must withdraw some money too – as tax.


Which means that tax doesn’t pay for stuff. And this, to Wilhelm, was the foundation of his belief that there was nothing immoral about not paying taxes. “All taxes do is limit inflation – but on whose say-so? I want the roads built, so build them. Print some pounds and build them. If you are worried about the economy overheating, then I’ll shift my wealth offshore if you like. Let the Cayman Islands suffer the inflation if you care so much – they don’t mind it. And if the government wants to redistribute wealth, they can print some money and give it to the poor. I never voted to have my wealth redistributed. Besides, inflation redistributes wealth even better than taxes do. The more in debt you are, the more you need inflation. I am helping the indebted and the poor. I am a moral crusader!”11


He brought this attitude with him to the firm where I worked, merging his consultancy with the personal taxes department.


His beliefs endeared him well to what were known as our UHNW clients. That’s Ultra High Net Worth, a club you can join if you’ve got at least £20 million burning a hole in your pocket. Wilhelm soon became the head of the whole department.


The detail about him being in the bath I’m not sure I believe. A lot of his anecdotes seemed to require me picturing him naked.


But all of this I discovered later. Back then I was three months into my new job and trying to find a way to work on something interesting. A team was being put together to unpick the tangled mess of Norman VAT’s carousel fraud. The team was headed by what were called our forensic accountants. This sounded sufficiently CSI for me to want to join it.12


My chance came in an elevator. I found myself almost alone with my staff partner – i.e. the person with complete power of life and death over me. I asked him if there was any chance I could get some experience working with forensic accounting. He said he would think about it, then got out of the lift a floor too early. He was the kind of staff partner who didn’t like talking to staff.


I say I was almost alone, because there was one other person in the lift. I knew he was Wilhelm, the head of personal tax. It would have been hard not to know. Besides a moustache, he wore a fuchsia polo shirt and dark jeans. No one in accountancy wore jeans – at least not back then. The trainees in personal tax bragged about how he took them out for long (and, for them, boozy) lunches every Friday, and some of his philosophies had drifted their way down to the soup-time conversations, but it hadn’t occurred to me to go and work in his department. Personal tax sounded just as dry as business tax.


“You don’t want to work in forensic accounting,” he said, having had no choice but to listen to me pleading with the staff partner. He had an accent that I’m pretty sure was affected.


“No?”


“No. It’s horrendous.”


I was expecting him to say, “You should do such and such instead,” but it never came. The lift doors opened.


—


I have a real problem with the movie Sliding Doors, in which one life takes two different paths depending on whether someone gets on a train or not. I don’t think our decisions are ever made in isolation. I know mine wasn’t.


If it hadn’t been for this firm’s sales pitch I never would have joined it. Had my date turned up at my work party I never would have spent so long chatting to the Normans of VAT. I never would have learned about his VAT fraud or asked my staff partner if I could join the investigating team. I never would have held the door of the elevator open and asked Wilhelm directly, “So what should I do?”


“Today?” he said, looking bemused, maybe irritated, again the moustache hiding the curl of his lip. “Today it’s nice and bright outside. So dump your time on 31468 and spend the afternoon in the park.”


—


If you have a job where you have to fill in timesheets, feel free to jump right ahead to the next section, as you already understand the pain.


If not, let me ask you a question: what did you do between 10.06am and 10.12am last Tuesday? And the six minutes after that? And after that? And after that? Imagine this is your life – converting every activity you’ve done into a five-digit code, recording it for eight hours each day, in six-minute increments. Now imagine that you have a job that consists of entering seemingly random numbers into a barely comprehensible software program, printing out the results, getting them signed, then photocopying them in triplicate. Tell me truthfully, would it break you? Would it lead you to cheat?


It didn’t take me long to realise that when filling in timesheets it was easier to round up time to the nearest hour, meaning five minutes’ photocopying became “Client 13765 research – 1 hour”. More slowly I realised that a few of our clients were so huge that no one would mind me adding a little chargeable time to their records. I’m still not sure if that’s fraud – timesheets bore little resemblance to what our clients got charged. Technically all timecodes were either “billable” or “non-billable”, but the arithmetic of what clients got charged was simple. I once saw a senior manager absolutely delighted when a client phoned him to complain that his fee was too high. “That means we’ve charged him just the right amount!” he said.


Just to make that clearer – if you have ever paid an accountant, they have charged you what they think they can get away with, not what the work is worth. Always complain about your fee.


Timesheets are a genuine opportunity for a little creativity. Spending an afternoon in the pub could become “reading tax periodicals” (41788). Having a tactical sleep in a toilet cubicle could be recorded as three hours of “filing closed client accounts” (18121). There was even a code for “I hate this job so much I’ve decided to stay home”: “sick or other absence” (90001).


I had assumed that non-billable time just disappeared into the fabric of the building, like laughter and hope. I was wrong.


—


One of the partners in the department was an objectionably tall, fake-tanned, sweaty sixty-something called Stewart. He’d taken a liking to one of the few girls in my department and having once seen me with my arm around her had decided that he would be my enemy.13 Unfortunately, it turned out that he also had the job of reviewing the juniors’ timesheets.


One morning, shortly before my brief but fateful meeting with Wilhelm, and shortly after a particularly bold timesheet submission, he summoned me to his office.


He had a habit of rolling up his sleeves in front of junior staff to show off a dagger tattoo on his arm which he claimed he got in the navy. He liked to make me stand in front of his desk while he pretended to finish an email. I wondered what the timesheet code would be for this meeting. I figured I could round it up to at least half an hour.


“I asked you to correct a spelling error in a letter and I see one and a half hours attached to the client. Care to comment?”


I couldn’t tell him that to avoid the tedium of data entry I had invented a game called Six Degrees of Wikipedia, where you pick two random topics and using only the links in each article try to get from the first topic’s article to the target one. It had consumed most of two mornings the previous week.


“Well, I had to check the whole letter to see if there were any other spelling errors . . .”


“It was a three-line letter.”


“I included a break for soup.”


Stewart told me, firmly and coldly, that at least 80 per cent of my time had to be billable, and that he would be keeping an eye on my timesheets.


Other than his acknowledging that I could faff around for the remaining 20 per cent of my time, this was just about the worst news imaginable.


Which is where Wilhelm’s cryptic code came in. I appreciate that I’m talking about five-digit numbers in a trainee’s timesheet, which is perhaps not the rollercoaster ride through international subterfuge you may have thought you’d signed up for when you bought this book, but if we could just pretend for a moment that his code had some sort of dry-ice and choir-of-angels qualities to it I’ll get into the “A” material in just a moment.


I’d never heard of Wilhelm’s recommended code before, but when I typed it into our timesheet software the choir broke into their Hallelujahs.


31468: UHNW – CONFIDENTIAL (“Billable”)


In other words, I could spend my mornings trying to find the links from the Wikipedia page on the poison dart frog to the page on Jean-Paul Sartre and dump my time on this billable code.14


It was the closest a number has ever come to giving me an erection.


After letting me get away with billing his Ultra High Net Worth client team for a fortnight, despite me not knowing who was actually in that team, what the team did, why their work was confidential or even which floor of the building they were based on, Wilhelm dropped me an email:


You work for me now. Don’t tell anyone.


Looking back on it, I saw in Wilhelm not so much a philosophy to adhere to as a chance to escape a life of data entry. What he saw in me was a bit more obvious. I was a 23-year-old man who looked a bit like a girl. Just his type.





___________________


1 Actually, now I come to think of it, I may also have been influenced by a family friend recounting a conversation he overheard in a lift at a big accountancy firm in the city. There were two partners discussing their careers, and one turned to the other and said, in all earnestness, “I can’t decide whether to earn £400,000 a year to work a three-day week, or £700,000 to work a five-day week.”


2 If this makes no sense to you, you’re not alone. I’ve spent a long time wondering why my training manager thought that the best way to explain debits and credits was by using the spatial relationships in that particular room. Just in case you’re interested (though don’t be remotely ashamed if you’re not), you debit something you have and you credit the reason you have it. So if a business sold something, a bookkeeper would record this as debit: cash, credit: sales. Bookkeepers have wild work-chat.


3 In case you’re wondering, the threshold at which you have to charge VAT has been hovering around the £85,000 mark in the UK for a while, meaning that any businesses (including individual strippers) that charge more than this amount per year have to add VAT to their prices. As it’s based on turnover rather than profits, if you have relatively low profits it’s possible that growing your business could force you into bankruptcy, as once you’re over this threshold you would have to give a sixth of your turnover to the taxman.


4 There’s a whole load of rules about VAT when you import something, but it doesn’t affect this fraud so I’ve excluded them from this diagram.


5 Every country in the EU has some form of VAT, but outside Europe this fraud is harder to pull off, as sales taxes don’t normally get refunded to businesses in the same way.


6 I mentioned this tale to an accountant I met recently, who laughed and said, “Yeah, my employer started out doing a carousel fraud with mobile phones, but then realised there was more money to be made from actually selling the phones.”


7 Though oddly only a few thousand in France. I mean, the French love their bureaucracy, so why are there so many more accountants in the UK? Though as my sources on this are in French this may be more a reflection on my failure to master the language. Despite five years of studying it, I’m so shockingly bad at French that when I was recently approached on the Tube by a French woman who asked, “La ligne rouge est la ligne central?” I thought about it and replied, “Sí.”


8 I’ve read that the pop band Blur had the opposite problem. When they told people they were in a band they got too much attention, so to deflect it they would tell people that they were accountants. I can see how that would work.


9 If you’ve never heard of it, Warhammer is a tabletop-strategy game involving miniature fantasy figures, a kind of toy soldiers, where you win by mastering complex rules – so not a million miles away from the world of tax (only with more dragon-slayers and, possibly, more ogres).


10 In case you’ve forgotten, in The Odyssey, Charybdis is a whirlpool and Scylla is a multi-headed sea creature that literally eats sailors. I don’t know how literal Wilhelm was being, but he did love his allusions.


11 Modern Monetary Theory is a good one to throw into any argument you’re having in order to support your position, whatever that position may be. Not only does it propose a radical reassessment of what taxes are for, at the other end of the political spectrum it has been used to justify vastly increased government expenditure. In other words, it can mean pretty much whatever you want it to mean, which, let’s be honest, is the best type of theory to whip out mid-debate. Most economists are a little sniffy about it, incidentally, but that may be because it overturns over a century of economic thought.


12 If you’ve never seen it, CSI, or “Crime Scene Investigation”, is a TV show about forensic scientists. Though in real life forensics is probably a painstaking process of comparing skid marks to pre-prepared charts, in CSI it’s all bullet casings and drug deals, then having sex with your colleagues. I had assumed forensic accounting was similar.


13 It’s equally possible that he noticed that I did almost no work despite him paying my wages, but I’m going to stick with the jealousy conjecture.


14 Poison dart frog links to French Guiana, which links to France, which links to Jean-Paul himself. Honestly, it’s hours of fun.
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HOW TO GET RICH (IF YOU’RE ALREADY RICH)


In November 1799 Napoleon Bonaparte orchestrated a coup that directly led to him being crowned Emperor of France. It indirectly led to Wilhelm being able to save his clients millions in tax.


In response to the rising militancy of Bonapartist France, William Pitt the Younger introduced the UK’s first ever income tax. The tax was a temporary measure, so in order to ensure it lasted only as long as Napoleon remained a threat, it had to be renewed every year by an Act of Parliament.


Think on that. Income tax is a temporary tax to help the fight against Napoleon. And sure enough, every year a new Finance Act is passed to extend it just one more year. Y’know, just in case Napoleon escapes from St Helena and comes back for one more stab at European domination.


But to get the new tax through a Parliament dominated by the super-rich (unlike Parliament today, of course), and specifically to help “the official carrying on the Empire abroad” who might, nonetheless, pay an occasional visit to Britain, an exception was made that meant there was no income tax for offshore income made by non-domiciled people.15
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