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| first started thinking about
incorporating the practice
about a year ago. A few of

my friends had already gone
down this route and were
recommending the process.
My main reasons for considering it were to
do some sensible tax mitigation, recognise
goodwill in my books and to provide a
corporate brand image to the practice.

The thought evolved into action when I
was looking for an accountant who had
not just dental practice knowledge, but
also tax expertise. I am part of the Kois
study group and one of the members had
brought a guest speaker along, who was

an accountant. This is when I came across
Anwer Piracha from ASP Accountants Ltd.

He was very passionate about what he
does and had a good knowledge of how
to incorporate a dental practice with the
least amount of hassle. (Read some advice
from him at the end of this page.) Most of
us dentists hate change and he managed to
take that pain away from me!

It also gave me a fresh start with the
business. I now have monthly profit and
loss accounts which I can discuss with my
accountant, who has become a valuable

member of our dental team.

BENEFITS OF BEING LIMITED

So what are the benefits of being ‘Ltd’ vs

sole trader? Overall, there is a tax saving

advantage compared to being a sole trader,
whether it is your annual tax bill on profits
or capital gains at the time of selling the
practice.

e There is a cash flow advantage in paying
taxes when they are actually due, as
opposed to sole trader payment on
account system

e One of the most distinguishing features
of a company is that it is a separate legal
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person to its directors and shareholders

A corporate brand image is created

It is easier to sell the practice as a
Limited Company

Profit extraction is easier and more tax
beneficial

The liability of the owner is limited, as
opposed to unlimited liability under
sole tradership

There is no VAT or stamp duty
implication on incorporation, as long
as the practice freehold/long leasehold
(999) years property is left outside the
incorporation process and this is usual
My staff feel good about being
associated with a dental practice with

00D THING?

¢ brand and it also gave

a corporat
new,

us the opportunity to create
contracts for the team,

comprehensive
o everyone.

which was beneficial t

GOODWILL

It actually helps positively to reflect the
financial position of the practice in the
market. The increase in goodwill can be
shown in accounts upon incorporation
v or at the time of buying. If there is

: allised in the accounts,

n the middle
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no goodwill cryst
then it cannot be created i
of ownership. The only option left at this
point is to incorporate the practice and
increase the goodwill that the practice
holds. It creates a pattern of growth if
the practice has progressed and achieved

growth.

‘When incorporating a practice to a limited
company, the most vital thing to check is
whether the patient base is private or NHS.
This is because if private, there is no NHS
contract to renegotiate from an individual
to a limited company as being separate
legal entity status. This is the most risky
situation NHS-based dentists face. Primary
Care Trusts (PCT) are not willing to
renegotiate the existing contracts in place
with the dentist. There is a great danger of
even losing a contract from a PCT if you

enter into such a situation, especially when
PCTs are undergoing budget cuts.

‘Being private also has no impact on
any NHS pension contributions. This is
proving to be one of the biggest factors
‘not to incorporate’ if the practice is either
partly or mainly built with NHS based
patients.



