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BRIEFING NOTE ON THE INCORPORATION OF DENTAL PRACTICES 
 
 
With the increase in personal taxes via the Universal Social Charge and PRSI, a number of medical 
practitioners have contemplated the benefits of incorporation for tax planning purposes. 
 
A difficulty with dental services is the prohibition on the practice of dentistry by companies.  This is under review 
with a recent Department of Health1 consultative process finding that 43% of respondents supported an 
amendment to this legislative prohibition.   
 
The ‘practice of dentistry’ means the performance of any operation and the giving of any treatment, advice, 
opinion or attendance which is usually performed or given by a dentist.  It includes the performance of any 
operation or the giving of any treatment, advice or attendance on or to any person preparatory to, for the 
purpose of, or in connection with, the fitting, insertion, or fixing of artificial teeth. 
 
It is possible to achieve savings by incorporating non-dentistry elements within a practice. 
 
The benefits of incorporation:- 
 

Tax rate There are benefits to be derived by higher rate taxpayers. The company tax rate on 
professional income is 20% compared with a tax rate of up to 55% (income tax and 
levies) for an individual.  Investment income will be liable to a further surcharge 
giving rise to an effective rate of approximately 40% on such income (see below).  
The actual level of savings will depend on the director’s requirements for living and 
personal expenses in the short to medium term and a sound, viable and clear plan 
for utilising the after-tax profits within the company. 

Ability to repay loans The company tax rate of 20% leaves 80% from every euro of professional income 
retained in the company for development/loan repayments compared with as little 
as 45% when trading as an individual practitioner. 

Pension related 
considerations 

A benefit to be derived from using a limited company is the scope for a significantly 
higher level of funding in a company pension plan compared with self-employed 
pension plans.  

Cross lending Incorporating a profitable business can help support another incorporated business 
tax-efficiently. 

Limited liability Where a company is unable to pay its debts the promoter's exposure to these 
debts is limited to the amount of the called-up share capital. The benefit of limited 
liability may lessen where financial institutions insist on securing personal 
guarantees from directors in respect of bank borrowings. 

 

                                                
1 Report of the Consultation Process on new legislation to replace the Dentists Act, 1985, Published June 2013. 
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The Disadvantages of Incorporation:- 
 

Higher Company Tax 
Rate on Investment 
Income 

The tax rate on investment income arising within the company is 25% and if not 
distributed to shareholders within 18 months becomes liable to a surcharge, giving 
rise to a total tax rate within the company of 40%. 

Withdrawing Money 
from the Company 

Because the company is a separate and distinct legal person from the 
shareholders who own it, in most cases, the transfer of company money to an 
individual is taxable as income in the hands of the Director/Shareholder. Tax 
implications will arise on temporary withdrawals or loans from companies (i.e. 
Benefit-in-Kind). 

Double Charge to 
Tax 

A company will suffer tax on investment income and capital gains. A further charge 
to tax may arise on the withdrawal of the remaining after-tax funds in the event that 
the shareholder suffers income tax or capital gains tax on dividends or distributions 
from the company. 

Prohibition on 
Company Loans 

Company Directors and Shareholders are prohibited by law from receiving loans 
totalling 10% or more of the company's net value. Breach of this law is an 
indictable offence and must be reported by the Auditor to the Office of the Director 
of Corporate Enforcement. A company is obliged to deduct and pay to Revenue an 
income tax withholding tax of 20% of legitimate loans to directors. 

Estate Planning 
Issues 

The capital gains tax, gift tax and inheritance tax allowances and reliefs are more 
complex when dealing with a company. 

Additional 
Compliance Costs 

It is likely that compliance costs for a company would exceed those of a sole 
practitioner (e.g., accountancy fees, company office filing fees, tax advisory fees). 

CRO Reporting 
Requirements 

A small Irish registered company is obliged to file a copy of its balance sheet with 
the companies registration office and the balance sheet is open for inspection by 
the public. 

Cessation of Sole 
Trade 

Incorporation of an existing business may involve ceasing to trade as a sole trader 
which in itself may trigger the cessation rules and a review of the preceding year of 
assessment. 

 
Typical incorporation structure 
 
A common method of incorporation is the transfer an entire business or part of that business, such as support 
staff, equipment and property to a limited company in exchange for the issue of shares.  Ordinarily a charge to 
capital gains tax (‘CGT’) may arise on land and buildings, goodwill (if applicable) and other assets being moved 
to a company.  Relief is available from CGT if all the assets are transferred and the consideration includes 
company shares.  The transfer will also give rise to stamp duty. 
 
Alternatively a business owner may sell certain assets to a company for cash.  The amount due is recorded in 
the director’s loan account.  Exposure to CGT is be an important issue in this situation and this may be 
managed by the availability of CGT retirement relief.  Under provisions introduced on 1 February 2016, it is 
possible to access a CGT rate of 20% on the disposal of business assets, including goodwill, to a company. 
 
In many structures the business owner may retain land personally, and will only transfer a trade or trade related 
assets or personnel to the company.  The property is then let to the company for a specific period for a definite 
rent. 



 
Commercial issues to consider 
 
One of the most common problems is that practices purport to incorporate without relevant contracts being put 
in place (including third-party contracts and relevant employment contracts).  While this may make little 
immediate difference to the day-to-day treatment of patients, the contract remains in the name of the individual 
practitioner and eventually problems will arise, most often highlighted in the case of a mooted change of 
practice ownership within the duration of the contract or a challenge by the Revenue Commissioners to the 
validity of the incorporation.  
 
Tax issues to consider 
 

 There may be stamp duty charges to consider when assets are transferred to a company.  Goodwill and 
debtors do not give rise to a charge, but land and buildings may do so. 

 Following incorporation it is likely that a director loan account will have been created following the 
transfer of goodwill and assets from your existing practice. As the loan account is tax free it is likely that 
you will supplement your earnings with cash from this source, thus avoiding any unnecessary income tax 
charges. As a result of the above, lenders will usually base borrowings on an individual’s “taxable 
income”, being salary and dividends – NOT repayment of a director loan account and therefore this could 
reduce the amount of finance available to an individual. It is not always easy to persuade a lender that 
the dentist and the company are one of the same.  

 The future estate planning implications.  Shares do however qualify as a business for business property 
tax relief. 
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