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Insights for your 
career in dentistry

Martin Aitken & Co (www.maco.co.uk) has a dedicated dental professionals’ team dealing with dentists,  
dental practices and the ancillary service providers to the medical, dental & healthcare sector in Scotland. 

We help Associates, Principals and Directors to comply with their statutory accounting and tax obligations and we 
help them to improve the practice’s financial and business performance. 

We also advise on practice acquisitions, sales, restructures and succession planning for new and retiring principals. 
Our independent financial advisers provide personal finance, investment and NHS pensions advice, as well as 
advising on setting up practice pension schemes and insurances.

Find out more about what we do for self-employed dental professionals and dental principals on maco.co.uk.

The articles contained in this publication first appeared in Scottish Dental Magazine (SDM). SDM provides dental 
professionals in Scotland with a regular digest of essential knowledge, news and industry developments.  
Find out more on www.sdmag.co.uk
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Preparing for life as a new  
self-employed dental associate
If you are in the process of securing your first Dental 
Associate post, or you have already started your self-
employed career then the following accounting, tax and 
financial suggestions and recommendations will be relevant 
for you. 

Register as self-employed
You should register as self-employed with HM Revenue 
& Customs (HMRC) within 3 months of becoming self-
employed to ensure you pay the correct Income Tax and 
National Insurance.

How do I pay tax and how much should I set  
aside each month?
You should pay HMRC direct. Tax payments are due at 
the end of January and July each year. If, for example, you 
become self-employed in August you may not have to pay 
your first tax bill until the January after next – a full 17 months 
later. It is good practice to set aside 30% of your annual 
income for tax. Don’t forget that you will also have to pay 
National Insurance through self-assessment and some of  
you may well have student loans to repay.

Do I need an accountant?
An accountant will act as your business and tax adviser. 
This will involve keeping you compliant with the law and 
tax regulations – submitting your annual tax return and 
preparing your annual accounts and providing you with 
advice on offsetting your taxable income with business 
expenditure. So do keep your receipts and good records 
of your expenditure including any business or professional 
courses you attend. 

Your accountant should have good working knowledge of 
the dental sector and be aware of the nuances that only exist 
for those working in the NHS. We would also recommend 
that your accountant is a member of the Institute of 
Chartered Accountants of Scotland.

If you are thinking about buying a practice, then your 
accountant will help you with sourcing funding, creating 
financial projections in terms of your business income and 
meeting your liabilities as they fall due and they will also help 
you to structure the business to minimise your future tax bills. 

Lenders will look for at least 5 years post-qualifying 
experience and a deposit of between 10%-25% of the 
purchase price. 

Turning to your personal finances: mortgages,  
savings and protection
To get a mortgage*, most lenders will require you to have 
2 years of self-employed accounts as evidence of your 
income and your ability to repay the debt. The Help-to-Buy 
Individual Savings Account (ISA) is worth checking out as you 
save towards your deposit. 

Cash ISAs are always a good option for those early in their 
dental careers – see our Tax Rate Card on maco.co.uk for the 
current annual maximum savings limits. You won’t pay any 
tax on the interest you receive from your ISA, nor will you 
have to declare it on your annual tax return. 

For longer term savings, Stocks & Shares ISAs are also 
worth considering as part of your investment strategy as 
both capital gains and income will be tax free. They are not 
suitable for everyone though, so do speak to us  
before investing.

If you arranged an income protection policy whilst still at 
university or at the start of your VT year you should review 
this policy to ensure the cover is still adequate. 

You should also make a Will and set up a Power of Attorney. 
No one likes to think about dying, however, dying without 
a Will can leave those you leave behind with significant 
financial uncertainty. Scottish intestacy law is complex, 
archaic and can be unfair. So, don’t leave others to deal with 
your finances if you are no longer around or if you are unable 
to deal with them yourself.

Where can I get advice?
Martin Aitken & Co run financial and tax awareness sessions 
in association with Dental Schools for those beginning their 
dental careers. 

We also regularly attend the FGDP (UK) Scotland Study Day 
in December, the Scottish Dental Show in the Spring and 
other BDS Undergraduate events during the year. If you 
don’t catch us at one of the events, send Jayne Clifford  
(jfc@maco.co.uk) an email with your queries and she’ll 
arrange a time to meet with you.
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*As a mortgage is secured against your home, it could be repossessed if you do not keep up the mortgage repayments.



Buying a practice? What to consider 
Buying a dental practice is exciting and potentially stressful. 
However, with careful planning your advisers can help you to 
appraise the economics and keep you on the right track. 

Marketing the practice
The first stage of the process concerns the marketing of 
the practice by the vendor or the selling agents. If you do 
contemplate a purchase, it is important to register with the 
agents that operate in the sector. Their knowledge of your 
requirements (locality, size, price, etc.) will help prioritise 
opportunities for you.

Appoint the right team
Having your advisers ready to assist is crucial, as they can 
assess the proposition and advise on the key information 
that is needed for the “viewing” process. By discussing the 
proposal early and carrying out initial due diligence, you 
will be better placed to make the right decision at your own 
pace rather than, perhaps, in haste.

How much can you afford to pay?
Knowledge of your own resources from your Accounts and 
what might be available from a lender will be key to purchase 
negotiations and paying the right price for the practice. If a 
property is included in the assets being acquired, then the 
early use of a surveyor is vital.

What’s it worth?
You will need to examine the thoroughness of the vendor’s 
valuation model and the credentials of the preparer. Dental 
practice valuation calculations could consider various 
methodologies along with turnover and profits, but much 
can depend on the reason for the sale - retirement/illness, 
relocation and, of course, financial distress.

Agree “Heads of Terms”
If negotiations continue, the next stage is agreeing “Heads 
of Terms” (HoTs). This is a summary of the terms that the 
buyer and seller have agreed in principle and you need to 
have them checked by your solicitor. 

Get clarity on exactly what you are buying
The next stages are financial and legal due diligence, 
following which the Sale & Purchase Agreement (SPA) will 
be available. A lot of this depends on whether the practice-
owning company and its share capital is for sale or whether 
an asset sale is taking place. It is vital that this is clarified as 
early as possible by both sides and their advisers.

The Sale & Purchase Agreement (SPA)
The SPA should address a range of issues, including;

• It will ensure that information about the business,   
 including its Accounts, is reliable. It is essential to view  
 up-to-date Management Accounts for the practice you  
 wish to buy as the financial health of a practice may have  
 deteriorated since the Annual Accounts were produced.

• Confirmation of the number of active patients, insurance  
 patients & hygienist patients.

• Damaged/old stock should be excluded from the   
 valuation which should be carried out by an  
 external valuer.

• On purchasing a company, you inherit its liabilities   
 and therefore care needs to be taken to negotiate the  
 necessary warranties and indemnities from the seller to  
 protect your interests.

• Restrict the seller from directly competing with you  
 after completion. 

• Property issues such as transfer of ownership, lease   
 provisions, planning consents and repairs.

• Equipment specifications, age, insurance and any  
 software contracts.

• All employee information (pay rates, benefits, pensions,  
 holidays, etc.) must be disclosed so that the buyer   
 knows what the responsibilities are going forward under  
 the Transfer of Undertakings (Protection of Employment)  
 regulations (TUPE). 

Raising finance to fund the purchase
If you are involving a lender in the practice acquisition, 
make sure that you deal with representatives that specialise 
in Healthcare. Your solicitor should advise you on the 
loan agreement obligations such as security over assets. 
You should also ask your accountant to prepare financial 
projections for three years both for the bank’s requirements 
and to see how the new practice will fit into your existing 
financial modelling. 
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Having your advisers ready 
to assist is crucial, as they 
can assess the proposition 
and advise on the key 
information that is needed 
for the “viewing” process. 
By discussing the proposal 
early and carrying out 
initial due diligence, you 
will be better placed to 
make the right decision at 
your own pace rather than, 
perhaps, in haste.



In today’s world with 
everyday life becoming 
more digital and 
interactive, managing 
your accounts and tax 
is no different. The 
online cloud accounting 
environment is growing 
exponentially with a 
range of programs, add-
on’s and apps available to 
assist you in streamlining 
your dental practice and 
its operations.
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Managing the practice finances
If you have recently opened a new dental practice, taken 
over a practice, or have been running one for a while and 
would like to get a better handle on the finances, the 
following tips are for you.

Getting to grips with the books
In today’s world with everyday life becoming more digital 
and interactive, managing your accounts and tax is no 
different. The online cloud accounting environment is 
growing exponentially with a range of programs, add-on’s 
and apps available to assist you in streamlining your dental 
practice and its operations. The flexibility of use, ease of 
information available and all-round slicker delivery puts 
cloud software miles ahead of the more traditional desktop 
versions and endless spreadsheets. 

Cloud accounting systems can be accessed anywhere (the 
practice, at home, on a train or even on the beach if you 
can’t switch off…) and simple tasks like creating and sending 
invoices, matching payments and reconciling your bank can 
be done by a few clicks on your smartphone or tablet. You 
should speak to your accountant about the best package 
and apps for your practice. Ensuring that you have the 
bookkeeping in hand is often overlooked when setting up 
and growing the practice (especially if you have little financial 
knowledge) but this is one of the key controls that should be 
implemented from the outset – either completed internally 
or by engaging a bookkeeper.

Compliance
Running a dental practice brings with it a certain amount 
of compliance in terms of the accounts and tax. Company 
accounts require to be submitted to Companies House 
within 9 months of each financial year end. HMRC also 
require payment of Corporation Tax in the same 9 month 
period. Sole traders and partnerships are required to pay 
taxes twice per year in January and July. Your accountant will 
generally prepare the submissions on your behalf. 

Your accountant should also meet with you to develop your 
tax planning strategy taking into account your business, 
personal and family circumstances – it’s never too early 
to consider inheritance tax and creating a tax plan for 
your life (and beyond). The government’s directive that all 
businesses offer workplace pensions brings an additional 
compliance burden upon principals both from a financial 
and admin perspective. 

Managing cash and controlling costs
Cash flow will be the biggest challenge when opening a new 
practice. Unless you are in the fortunate position of having 
a significant amount of capital to invest, managing the 

cash position of the practice could be the main task as the 
practice grows. Some suppliers may not offer you favourable 
credit terms in the early stages until you build up a payment 
history with them. So, it is important that cash movements 
are forecasted as much as possible to ensure that the 
practice is operating within its means.

Review costs on a regular basis to ensure that you are not 
overspending and look for areas where you can actively 
reduce costs – all this will go towards effective cash 
management. Ideally, you should be thinking at least 6 
months ahead in terms of operational activity and planning 
to ensure that all cash commitments can be met in line with 
expected income etc. It is also worth considering a ‘safe’ 
balance in your practice i.e. what is the level of cash to 
be retained at any one time. This safe balance should be 
enough to cover short term commitments like payroll should 
activity not go as planned.

Measuring performance
It’s important for dentists to understand the numbers side 
of the business so that they can gauge whether or not they 
are making good returns. As with all businesses, principals 
of dental practices need to recognise and be alert to trends 
and learn when to make changes to their operations and 
strategies. NHS income should be monitored monthly and 
will highlight whether the practice’s volume is expanding or 
contracting. It is also useful to look at the income to payroll 
ratio and your gross profit %. 

Return on assets / capital employed – are all of your assets 
supporting income? Your premises, surgery equipment and 
fixtures and fittings should all be supporting income. This 
measure calculates what return you are generating from the 
assets and capital you have invested in the business. 
You should set a target each year and measure progress 
against it.

Your accountant should be reviewing these and a few 
additional key measures with you on a regular basis. If you 
choose to go with one of the cloud accounting packages, 
a great deal of the above is automatically calculated and 
graphically presented thereby enabling you to keep an eye 
on the practice’s key numbers, trends and, ultimately, your 
business success.

Don’t forget about protecting yourself and your practice 
against the unexpected. For instance, if you were to lose a 
fellow principal or a key employee to a serious illness for a 
period of time it could have a major impact on your ability 
to service patients. Speak to us about the types of cover you 
should have in place for yourself and the practice.



 

Cloud accounting for dentists

Save tax with capital allowances

Easy to use, better decision making and puts  
you in control.

Cloud accounting software solutions have been built 
for business owners and sole traders. That’s why we are 
recommending cloud accounting solutions to our  
dental clients. 

We understand that most dental principals want to spend 
more time on what they do best, practising dentistry and 
improving their patients’ oral health, not struggling with 
complicated accounting software and trying to understand 
how it works. 

Cloud accounting software e.g. Xero, Kashflow, Quickbooks, 
Freeagent, works how you would expect it to work, without 
using confusing jargon or complicated processes, giving 
you everything you will need from invoicing to cashflow 
management and automatic VAT return generation and filing 
at your fingertips. 

As well as making the accounting administration slightly 
more tolerable, a cloud accounting solution will enable you 
to create professional invoices, simplify credit control with 

automated payment reminders, make better decisions by 
receiving advice from us on real-time data and stay in control 
with a huge selection of practice management and finance 
reports. You can also add cashless payments to enable you 
to get paid quicker and run patient marketing campaigns via 
plug-in applications such as Mailchimp.

The cloud accounting solutions are also well ahead 
in preparing to deal with HMRC’s Making Tax Digital 
strategy. So, by moving your practice finances onto a cloud 
accounting solution now it will ensure that you are ready to 
meet the MTD requirements.

If you are Interested to find out more, send an email to Mary 
Blyth, Cloud & Digital Manager (mary.blyth@maco.co.uk) and 
she’ll arrange a time to give you a quick demonstration. 

You can find out more on our cloud accounting website: 
maco.co.uk/cloud

Quite simply, capital allowances can reduce your annual 
tax bill. They can be claimed for some types of capital 
expenditure, but generally speaking anything that is used 
for a business purpose in the practice that has a useful life 
of two or more years may qualify e.g. surgery equipment, 
patient chairs, practice furniture.

To qualify, you must by a UK tax payer, own, use or lease a 
practice and have (or will have) profits against which to offset 
the tax relief.

They are treated like any other expense and can be 
deducted from your profits, or added to a loss, when 
calculating your taxable profits at the end of the financial 
year. The deductions recognise that assets and equipment 
can lose value as a result of general use, wear and tear.

What allowances are available?
Annual Investment Allowance (AIA) offers tax relief at 100% 
on qualifying expenditure in the year of purchase, subject to 
some exceptions (e.g. cars). 

First year allowances (FYA) enable practices to deduct a 
proportion of the cost of the assets purchased in the same 
tax year that they were bought. The remaining proportion is 
carried forward to the next year.

Writing down allowances (WDA) come into play when you 
wish to claim against the cost of an asset purchased during 
the year, for which you have not claimed FYA. 

When should you seek advice?
Providing no previous claim has been made, you can make a 
claim at any time whilst you own the asset. So, it often pays 
to review your historic assets to ensure that you have claimed 
all the reliefs that may be available to you. 

If you are planning to buy, build, extend, refurbish or sell the 
practice it is worth a call to us to discuss what may qualify 
before you begin the project. 

Similarly, if you are planning to invest in new surgery equipment 
or a practice refurb, give us a call and we will give you an 
indication on whether your investment is likely to qualify.
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We understand that most 
dental principals want to 
spend more time on what 
they do best, practising 
dentistry and improving 
their patients’ oral health, 
not struggling with 
complicated accounting 
software and trying to 
understand how it works. 



Selling the practice or  
nearing retirement? 
With a little planning, and foresight, the seller, or retiree, 
can prevent a rather unexpected demand from the tax man 
dropping through the letterbox requesting a larger share of 
the proceeds than was probably necessary.

One of the key issues for practice owners planning to retire 
or sell a business centres on how best they plan their tax 
liability, specifically Capital Gains Tax (CGT) and Inheritance 
Tax (IHT). In our experience it is never too early to consider 
financial planning and whilst ‘younger’ principals may not 
place this at the top of the agenda right now, the reality is 
that planning at an early stage can be structured to help with 
current tax liabilities as well as those on retirement or sale.  

Don’t hand the tax man a blank cheque
Both CGT and IHT need to be considered carefully as part of 
the planning exercise and examined in close detail – without 
appropriate planning for these two very real scenarios 
practice owners might find themselves or their ‘estate’, 
handing a blank cheque to the tax man.

CGT is payable when you sell an asset, for example, 
premises or a dental business, and there has been an 
increase in the value of the asset. Currently, CGT rates 
on most gains are 10% for basic rate tax payers and 20% 
for higher rate tax payers. However, there are exceptions. 
Gains from the sale of a residential property that does not 
qualify for full principal private residence relief are taxed at 
18%/28%. 

CGT liabilities can be reduced by utilising the tax allowances 
to which you are entitled and by careful planning of your 
CGT position throughout your life. If you leave it too late to 
consider your CGT liabilities, especially if you are planning 
to sell investments made many years ago. It can be quite a 
shock to realise how large the CGT liability can be.

A Will is a very effective tax planning tool
Moreover, a priority for any practice owner should be the 
setting up of a Will as the first step in any estate-planning 
exercise, not only to make certain that matters are dealt with 
in a tax-efficient way, but to ensure that your exact wishes are 
carried out.

Having a Will means you avoid relying on the intestacy rules 
that come into play where there is no Will. Effectively the law 
decides what happens to the estate - remember the point 

above about writing a blank cheque to the tax man!  
This can lead to financial anxiety for the surviving spouse/
family along with a possible immediate charge to IHT.

Consider setting up a trust
If you don’t want to give directly, you could consider a 
trust. With a little planning, you can transfer asset(s) into 
a trust with minimal CGT or IHT consequences and it can 
also reduce your taxable estate. There are, however, some 
additional tax charges and costs related to trusts that may 
be applicable. If you are interested in setting up a trust, you 
should have a conversation with your accountant/lawyer first 
to ensure that setting up a trust will meet your requirements.

Know your allowances and reliefs
Everyone has an inheritance tax (IHT) Nil Rate Band of 
£325,000 and a Residence Nil Rate (RNRB) which came into 
force in April 2017. By 2020/21, the IHT free allowance per 
person will be £500,000. Where married couples jointly own a 
family home and wish to leave this to their children, the total 
IHT exemption will rise to £1m by 2020/21.

Business Property Relief can, with careful planning, 
potentially remove the full value of a dental business – sole 
trader, partnership, or shares in private company from being 
subject to an IHT charge, either via lifetime gifts or on death. 
You can gift as much cash as you like during your lifetime, in 
what is referred to as a ‘potentially exempt transfer’. 

You can also offset capital gains on successful investments 
with losses from investments that haven’t worked out so well. 
Losses can also be carried forward to offset gains in future 
tax years and equally important is the use of your Annual 
Exempt Amount (AEA). See our Tax Rate Card on maco.
co.uk for the current rates and allowances.

Acts of benevolence have a double impact
Gifting income producing assets to your children, such as 
shares in the family business or an investment property, is 
also a good way of reducing the overall family income tax 
bill whilst at the same time conducting succession planning. 
Do take care to ensure there are no CGT or IHT liabilities 
that crystallise on the gift/transfer. The word is always to seek 
professional advice.
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With a little planning 
and foresight the seller 
or retiree can prevent 
a rather unexpected 
demand from the tax 
man dropping through 
the letterbox requesting 
a larger share of the 
proceeds than was 
probably necessary.



The purpose of these articles are to provide technical and generic guidance and should not be interpreted as a personal recommendation or advice.  
Martin Aitken Financial Services Limited is authorised and regulated by the Financial Conduct Authority. This is based on our understanding of current  
HMRC rules and guidance which may be subject to change. 

It is important to take professional advice before making any decision relating to your personal finances. The value of investments can go down as well as 
up and you may not get back the full amount you invested. The past is not a guide to future performance and past performance may not necessarily be 
repeated. If you withdraw from an investment in the early years, you may not get back the full amount you invested.

Martin Aitken Financial Services (MAFS) Ltd is Authorised and regulated by the Financial Conduct Authority. (Financial Services Registered Number: 464997). 
MAFS would like to confirm that Tax advice, Wills and Powers of Attorney advice are not regulated by the Financial Conduct Authority.

Martin Aitken & Co is registered to carry on audit work and regulated for a range of investment business activities by the Institute of Chartered Accountants 
of Scotland. © Martin Aitken & Co Ltd 2019-21.

Arrange a consultation 
with one of the team

Jayne Clifford    
Accounting & Practice Development
jayne.clifford@maco.co.uk 

Gavin Curr
Cloud Accounting & Practice Development
gavin.curr@maco.co.uk

Scott Lawson  
Independent Financial Advice
scott.lawson@maco.co.uk 

David Chlosta, 
Accounting & Practice Development 
david.chlosta@maco.co.uk 

Euan Ferries  
Buying, Selling & Finance Raising
euan.ferries@maco.co.uk 

Iain Stirling  
Personal & Corporate Tax
iain.stirling@maco.co.uk 
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