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Welcome to our new look Dental e-update, in which we take a look at some topical issues
that may be of interest to dentists, orthodontists and hygienists. You may have been sent this
directly as an existing or potential client or you may have downloaded it from the Publications
section of the Albert Goodman website, a convenient source of openly available expertise
firm
fromas
thea whole.

Downward Trend
in Profitability of
Dental practices
Nick Hancock
- Dental Partner 01823 286096
The economic performance of Dental
practices is not improving according to a
recent report. Profitability of dental practices would overall
seem to have shown a slight decline in the financial report
for the year ending April 2016 compared to 2015.
This information comes to light in the recently published
benchmarking report of the National Association of
Specialist Dental Accountants and Lawyers (NASDAL).
Although the picture is mixed it is not good news for
dental practices as a whole. According to Nick Hancock,

dental specialist with accountants Albert Goodman in
Taunton, practices have a greater need than ever to be
aware of their financial performance and to be on top of
the latest developments.
The survey of 650 Principles and limited companies
shows for practices that are solely for NHS patients there
was an increase in profitability for practice owners with
one associate dentist of less than 4% from £129,000 to
£134,000. But for practices that are for private patients
there was a drop from £140,000 to £134,000. Mixed
patient practices seem to be performing even worse with
a profitability figure of only £128,000 for the year ended
April 2016.
The figures for associates in isolation
look similarly weak with profitability
dropping from £68,000 to £67,000 in
the year. Nick feels that this is a result
practice owners seeing associates as
an avenue for squeezing profitability
which are coming under attack in a
variety of ways. One increasing cost is
the burden of compliance which is both
eroding profitability and consuming
valuable dental time in dealing with
paperwork rather than seeing patients.
Nick concludes, “The figures are
worrying, the trend is not positive. It
illustrates the need to have a specialist
dental accountant who can not only
monitor what is happening to practices
economic performance but can also
make suggestions as to a positive way
forward.”
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MAKING TAX DIGITAL
FOR BUSINESS
UPDATE
Rebecca Lear
- Assistant Manager 01823 286096
Extensive changes to how taxpayers record and report
income to HMRC are being introduced under a project
entitled Making Tax Digital for Business (MTDfB). This will affect all
businesses including dental practices whether incorporated or not.
MTDfB is to be introduced in stages and the Government has
confirmed in the Budget the deferral of some of the obligations for
one year. The result of this announcement is that unincorporated
businesses and unincorporated landlords with annual turnover:
 above the VAT threshold (currently £85,000) will need to
comply with the requirements of MTDfB from the start of accounting periods which begin after 5 April 2018
 at or below the VAT threshold but above £10,000 will need to comply from the start of accounting periods
which begin after 5 April 2019.
Companies (and partnerships with a turnover above £10 million) will not come within MTDfB until April 2020.
The Government has decided how the general principles of MTDfB will operate.
Under MTDfB, businesses, self-employed people and landlords will be required to:
 maintain their records digitally, through software or apps
 report summary information to HMRC quarterly through their ‘digital tax accounts’ (DTAs)
 make an ‘End of Year’ declaration through their DTAs. The End of Year declaration will be similar to the
online submission of a self assessment tax return but may be required to be submitted earlier
than a tax return. Businesses will have 10 months from the end of their period of account (or 31 January
following the tax year - the due date for a self assessment tax return - if sooner)
 a tax return may also be required, which means there could potentially be up to 6 filings required for each year.
DTAs are like online bank accounts - secure areas where a business can see all of its tax details in one place and
interact with HMRC digitally.
Businesses, self-employed people and landlords with turnovers under £10,000 are exempt from these requirements,
as are other “digitally excluded parties”.
The Government had originally included the MTDfB legislation in the 2017 Finance Bill. However, recently,
following the announcement of the general election on 8 June this has been removed. Nick Hancock, dental
specialist at Albert Goodman in Taunton welcomes the news that dental practices will have more time to
consider these proposals. However, he anticipates it is highly unlikely that this development will disappear and more
frequent digital submissions to HMRC are the future. Therefore, he urges dentists and practice managers to review
their accountancy software and systems. Whilst this review may add administration in the short term Nick has found
that there may well be efficiencies possible as a result of utilising the latest technology and accounting software.
Nick and his team at Albert Goodman will offer an initial review, free of charge, of your software and systems and can
offer information on the latest software and systems and support your practice with any changes required.
Internet link: GOV.UK MTDfB
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Danger
from Flawed
Incorporations
Nick Hancock
- Dental Partner 01823 286096
Dentists who are looking to either
buy or sell a practice need to look
into their current legal status and check that nothing
untoward is going to come out of the woodwork.
For the past decade or so, many dental practitioners
have found it attractive to incorporate their dental affairs
– and become limited liability companies. Although
there are a number of benefits to incorporated status
one of the key drivers has been the very considerable
advantages in terms of lower tax paid by companies.
Although the Government have been trying to reduce
the advantage, with increasing tax on dividends and
National Insurance measures, at the current time it is
still advantageous.
However, great care needs to be taken where an NHS
contract is in place. Pre-incorporation it may have been
that the contract was between an individual dentist

and the Primary Care Trust (PCT). Upon incorporation,
in theory the contract should have been replaced with
one between the new company and the PCT or more
latterly with Local Area Teams – LATs.
The National Association of Specialist Dental
Accountants and Lawyers (NASDAL) have recently
noticed that when some of these incorporated practices
come to the market for re-sale it is discovered that the
original incorporation has not been done correctly. In a
number of cases a dental practitioner has gone down
the limited liability route but very simply left the NHS
contract in their own names, and simply channelled
the monthly monies from the NHS directly into the new
company.
This has become known as ‘flawed incorporation’.
Technically the company does not own the asset
(i.e. the NHS contract), but has been receiving the
income. This can create all types of problems on
exit and the mess needs to be unscrambled by the
solicitors involved.
There is then a knock on effect from the banks who
are wary of lending to dentists looking to acquire such
practices.
Nick Hancock, dental specialist at Albert
Goodman, suggests that if you are looking to
sell or acquire you should take expert advice at
an early stage. You can contact Nick on 01823
286096.

SNIPPETS FROM THE
RECENT NASDAL CONFERENCE
Nick Hancock
- Dental Partner 01823 286096
Albert Goodman are members of the National Association of Specialist Dental Accountants and
Lawyers. An organisation with an immense knowledge of what is going on in the Dental world. Our
dental specialist Nick Hancock attended a meeting in April and here are three of the snippets of information he
picked up. If you would like to talk to him in more detail you can telephone him on 01823 286096:
 If a dentist is thinking of going into “partnership” with a local GP practice, great care needs to be taken on the
exact nature of the legal structure, and specialist advice is needed in this area.
 For some time, there have been new proposed NHS contracts being tested around the country. The latest
prototype versions are coming towards the end of their testing period, and a full evaluation of these is
scheduled to be publicised in the autumn of 2017. We wait to see what the final version of the new style
contracts will look like.
 Generally over the last year or so some practices have struggled to recruit
(and retain) new dentists, and therefore on the back of Brexit, any proposals
to restrict movement between the UK and Europe could potentially cause
further problems for dental practices looking to recruit in.
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CHANGES TO
CHILDCARE IN
2017
Rebecca Lear
- Assistant Manager 01823 286096

LAUNCHING OF TAX FREE
CHILDCARE
We previously reported on the expected launch of the
Government’s tax free childcare scheme in early 2017
and we confirm t his w ill n ow b e l aunched o n 2 8 A pril
2017 and it will be gradually rolled out through the year.
As a reminder, the tax free childcare scheme is available
to working parents, including Directors and Practice
Managers (each earning at least £115 per week but less
than £100k per annum) who will be able to receive up to
£2,000 per year, per child, towards their childcare costs
(£4,000 for disabled children). The scheme applies to
children up to the age of 12, or the age of 17 for children
with disabilities.

HOW DOES THE SCHEME WORK?
Parents will need to register with the Childcare Choices
website, which launched on 22 March 2017, and can
pre-register before the launch date.
Once an account is opened, parents need to pay in
their money for the childcare and the Government will
then top the account up. For every £8 paid into the
scheme by the parent, the Government will contribute
an extra £2. Parents may then use the money in the
account to pay a registered childcare provider.
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Parents can remain under any existing Employer
Supported Childcare scheme, usually in the form of
childcare vouchers, if they wish and these schemes may
remain open to new entrants until April 2018. The tax
exemption for workplace nurseries will also be unaffected.

30 HOURS FREE CHILDCARE
An additional scheme will be launched in September
2017.
The free childcare scheme is available to working parents
of three or four year old children. Parents will again need
to apply for the scheme using the Childcare Choices
website. Although this scheme is not available until later
in the year, you are able to pre-register now.
Currently, parents are entitled to 15 hours of free childcare
but under the new scheme, the free childcare time will be
doubled.
To check whether you are eligible for the scheme, more
information can be found here:
https://www.gov.uk/government/publications/30-hoursfree-childcare-eligibility
For more information on childcare options please get in
contact with us.
Nick Hancock, dental specialist at Albert Goodman
in Taunton, welcomes this additional support for
healthcare professionals with young families who
are often under significant pressure to balance
working and family lives. Nick and his team would
be pleased to offer further advise in this area
both to minimise direct childcare costs and to
ensure Practice Managers are able to support and
encourage their existing and new staff by being fully
aware the latest ‘family friendly’ developments.

MAXIMISING TAX FREE INCOME
Rebecca Lear
- Assistant Manager 01823 286096
With the announcement in the Budget
that the dividend allowance will reduce
from 6 April 2018, and following the removal of the tax
credit on dividends from 6 April 2016, it is worth revisiting
other opportunities for tax efficient remuneration from an
incorporated dental practice.
For basic rate taxpayers with non savings income (i.e.
pension income, salary, rents or self employed income)
within the personal allowance, it is now possible to receive
up to £6,000 of interest, tax free, by taking advantage of
the “starting rate” for savings.

Example:
Peter has lent his company some funds and has a
director’s loan account with a balance of £100k. In
2016/17, he takes a salary of £8,000 (i.e. non savings
income at a level where no NI is payable either), interest
on his loan account of £9,000, and dividends of £5,000.
His personal tax calculation looks like this:
Earned income (non savings)

8,000

Interest (savings)

9,500

Dividends (dividends)

5,000

Total income

22,500

Less: Personal allowance

11,500

Taxable Income

11,000

Personal savings allowance 1,000 at 0%
Starting rate for savings 5,000 at 0%
Dividend allowance 5,000 at 0%
Peter can therefore receive £22,500 from his company
completely tax free, and he will receive a repayment of
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£1,900 in respect of the tax deducted at source by the
company from his loan interest.
This example can be taken further, increasing dividends to
£82,500, taking total income to a level of £100,000 which
fully utilises the basic rate tax and higher rate tax band
but avoids any loss of personal allowance (income over
£100,000) or additional rate tax (income over £150,000).
The personal savings allowance and the starting rate for
savings, along with the spare personal allowance after
taking into account the salary means that there is £22,500
of tax free income as shown above and the tax liability on
the balance of £68,000 of dividends is as follows:
Total income

100,000

Less: Personal Allowance

11,500

Taxable Income

88,500

Personal savings allowance (reduced to £500) £500 at 0%
Starting rate for savings 5,000 at 0%
Dividend allowance 5,000 at 0%
Basic rate tax on savings £500 @ 20% £100
Basic rate tax on dividends £22,500 @ 7.5% £1,688
Higher rate tax on dividends £55,000 @ 32.5% £17,875
Total tax of £19,663 against which the tax deducted from
the company interest will be deducted, giving a tax liability
of £17,763. The effective ‘personal’ tax rate on £100,000
of income being 17.8%.
Careful consideration of the company tax position
and linking this with pension planning will minimise the
corporation tax exposure too. If you would like more
advice on being able to take funds out of your
company, whilst minimising your tax costs, please
get in touch with Nick Hancock and his team,
dental specialists at Albert Goodman in Taunton.

Pensions for
Dentists
Claire Musson
- Pensions Consultant 01823 286096
No matter how far away (or close) to
retirement, it’s important to be aware
of the rules and how they could impact on you. There
are two key areas to consider:Restrictions on how much can be paid into pensions
came in from 6th April 2016. From this date, the Annual
Allowance (AA) could be less than £40,000 pa.
Normally the AA is up to £40,000, in other words the
amount that can be paid into pensions each year without
you suffering a tax charge, However for High Earners,
the limit of £40,000 is “Tapered” from 6th April 2016 –
the actual AA available will depend on the level of total
income and value of employer pension contributions.
The rules are very complex (when are they not!) and
will depend on each individual’s circumstances. Very
broadly, Tapering of the AA is likely to apply if TOTAL
income exceeds Threshold Income of £110,000.
The definition of “Threshold Income” broadly
includes:
 Salary, dividends, pensions already in payment
including State Pension, rental income, trading
income, savings income and benefits in kind,
though certain reliefs are available.
If Threshold income exceeds £110,000 (even by 1p),
a further calculation is required to calculate “Adjusted
Income”.
The definition of “Adjusted Income” broadly
includes:
 Salary, dividends, pensions already in payment
including State Pension, rental income, trading
income, savings income and benefits in kind,
AND THE VALUE OF EMPLOLYER PENSION
CONTRIBUTIONS, again certain reliefs are
available.
If Adjusted Income exceeds £150,000, the AA is
Tapered by £1 for each £2 of Adjusted Income
over £150,000.
 Individuals with Adjusted Income of £210,000 or
above will have a minimum Annual Allowance of
£10,000*.
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 There’s a tax penalty for exceeding the Tapered
Annual Allowance, you might have to pay this
yourself and details must also be disclosed in
self assessment returns.
*It might be possible to have a higher AA if the maximum
AA wasn’t fully utilised in previous years.
Clearly it’s very difficult for individuals to work out firstly if
they’re caught by these rules, in many cases the position
simply won’t be clear until after the end of the tax year.
Secondly, individuals will need to keep detailed records
of income, thirdly it’s mandatory to declare if the AA or
Tapered AA has been exceeded in the self assessment
return. The NHS automatically provides a Pension
Savings Statement, but only to members exceeding the
AA of £40,000. The NHS can’t determine if members
are subject to the Tapered AA – this is the individual’s
responsibility.
We recommend checking net pensionable earnings
(NPE) or net pensionable earnings equivalent (NPEE) is
correct on each NHS Dental Services contract for the
period from 1st April 2016 to 31 March 2017 before the
deadline on 30th June 2017. These figures form the
basis for calculating pensionable benefits and in turn the
amount of AA used up. Its the value of benefits, rather
than the total contributions paid to the NHS scheme,
that are assessed against the AA for 2016/17.
How much can build up in a pension is capped at
£1m from 6th April 2016 – the cap is called the
Lifetime Allowance or LTA.
Individuals might be entitled to a higher LTA but
only if they had (and continued to be eligible) for
Transitional Protection when benefits are drawn.
Due to the complexities of the rules, and for the
sake of brevity, Transitional Protections isn’t
covered by this article.

The LTA dropped from £1.25m to £1m on 6th April 2016,
but it will be increased in line with CPI from April 2018. It
applies to ALL pension benefits except State Pensions.
This means it applies to NHS pensions and lump sums,
plus other pensions including private pensions.

income tax is levied on the income taken at highest
marginal rates. The LTA tax charge on NHS pensions can
be met by opting to take a lower NHS pension – this
is a permanent actuarial reduction to pension once in
payment.

Those with periods of long membership and high
earnings and/or other pensions, are at most risk of
exceeding the LTA.

By careful planning it might be possible to reduce or
negate the impact of the LTA tax charge.

The first step is to calculate the value of pensions, the
calculation is broadly as follows:.
Value for LTA = (NHS Pension or final salary pension x
20) + lump sum (e.g. from NHS 1995 Section ) + value of
any other money purchase pensions.
If this total is more than £1m, there will be tax charge on
the excess over £1m. The tax charge on the excess is
55% if the excess is taken as a lump sum or 25% if the
excess is used to provide an income, however further

If you think you may be affected by the Tapered Annual
Allowance or reduced Lifetime Allowance, get in touch
with Claire Musson. Claire has considerable experience
of the NHS Pension scheme. She can provide
independent financial advice, assess and quantify the
extent of any potential tax liability, assess whether you
have unused annual allowances from previous tax years
and also comment on the benefits of remaining in the
NHS Pension Scheme and calculate the tax position
for exceeding the LTA. Claire generally provides a free
initial consultation session to discuss your specific

Softening of price for
Dental practices
Nick Hancock - Dental Partner 01823 286096
The market for dental practices would seem to be showing indications of weakening. This is the interpretation of the
annual goodwill survey put together by Accountants and Lawyers from the National Association of Specialist Dental
Accountants and Lawyers (NASDAL). Over the past six months or so the market has shown to be a little less bullish
and more uncertain than in the recent past.
At Albert Goodman we are experienced in representing both sellers and buyers and if you would like to explore options
further please contact Nick Hancock our dental practice specialist on 01823 286096.
The quarterly figures gathered by NASDAL show the average of goodwill as a percentage of gross fee income for
the practice and this is beginning to drop back. There is also a greater disparity between valuations and deals. In
recent times the market has maintained buoyancy by the big corporates acquiring dental practices but these type
of acquisitions are reducing in number. Another indication of the marketing softening is that there has recently been
a greater time lag between valuations and completion of actual deals. Part of this may be due to the amount of
compliance work that needs to be done when a practice changes hand but the current level of uncertainty in the
market is also contributing.
Goodwill deals seem to have peaked in mid-2016 at around 125% of practice value but the most recent reports
suggest this has now slipped to around 116%. There has also been a growing disparity between valuations and the
actual price at which a deal is done. Some of this may be due to agents giving an unrealistic initial asking price to
encourage vendors. Towards the end of 2016, the average statistics showed goodwill valuations as high as 163%.
For all looking to sell or purchase finding the latest market outlook is essential.
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