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CRM2: What Investors Need to Know

At a dinner party or 
out on the links, it’s 
quite common to 
discuss investment 
returns with friends 

and associates.  More often than 
not, the conversation leans 
towards bragging about the 
‘winners’ and staying quiet about 
the ‘losers’.  But how does an 
investor know the actual 
performance of their portfolio net 
of costs once all the trading 
activity has been considered?

Important changes to Canada’s 
investment industry were ushered 
in last year, offering more 
transparency to Canadian 
investors with regard to portfolio 
performance and investment fees.  
CRM2—aka Client Relationship 
Model, Phase 2—is now in full 
effect.

The industry changes introduced 
two new annual reports:

•	 Investment Performance Report 
details the rates-of-return 
earned by your investments.

•	 Charges and Compensation 
Report details the costs paid to 
your brokerage or financial 
institution.

Will CRM2 change the 
conversation?  More likely, it will 
introduce increased clarity and 
assurance now that investors can 
get a better grasp on the 
performance and costs associated 
with their investment portfolios.

Standardized performance 
reporting will provide investors 
with a better understanding of 
personalized rates-of-return, 
especially if this information is 
not currently reported in any 
fashion.  Investors can assess their 
results in a fair manner so 
comparisons can be made to the 
markets, benchmarks or other 
portfolios.

The compensation report will 
provide details about the money 
received by the brokerage or 
financial institution over the 
previous year to provide services 
to the investor.  It does not 
necessarily indicate how much is 
paid to the actual advisor or 
advising team.  Each firm 
determines this amount 
differently, based on its business 
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model and split in responsibilities 
between the firm and the advisor.

Contrary to what many may 
think, there are always costs to 
investing, even for do-it-
yourselfers.  The most common 
fees include the Management 
Expense Ratios (MERs) on ETFs 
and mutual funds, commissions 
paid for stock/bond trades, or the 
bid/ask spread on trading 
securities in a brokerage account.

Many investment advisors, 
including ourselves, embraced 
increased transparency 
years ago using a fee-based 
model of compensation, 
meaning the costs of 
providing financial advice 
stays separate from investment 
fees.  This new reporting will 
increase transparency and make it 
easier for investors to assess the 
value they receive from their 
advisors.

Working with an investment 
advisor should ensure confidence 
and peace of mind regarding the 
decisions that are going to grow 
your wealth as well as protect your 
nest egg.  Our clients have come to 
appreciate that we consider the 
entire financial picture within  
financial planning, not just the 
investment portfolio.  Our goal is 

always focused on managing cash 
flow, minimizing taxes and 

growing your Net Worth to help 
you achieve your personal 
long-term objectives.

Oscar Wilde, the well-
known novelist and 

playwright, famously 
quipped about one 

“who knows the 
price of everything 

and the value of 
nothing.”  We concur: the values 
cannot be hidden where your 
finances are concerned and we’re 
pleased with the introduction of 
this new enhanced reporting.  Not 
only does it level the playing field 
across Canada’s investment 
industry, it makes it easier for you, 
The Connected DentistTM, to 
evaluate the service and value you 
receive from us, your trusted 
financial advisors.  � ■

HOWARD J ATKINSON CFA, CIMA® and ICD.D is the President of Tax 
Matters for Dentists (TMFD), focusing on business development and 
corporate strategy.  Prior to joining TMFD he was a founder and 
president of Horizons ETFs Management Inc. and over his three decades 
in financial services has held executive positions with Mackenzie 
Financial Corporation, CI Funds and Barclays Global Investors Canada 
Ltd.  He is the past founding chair of the Canadian ETF Association and 
a past president of CFA Society Toronto.  He is the author of four books 
including The New Investment Frontier III: A Guide to Exchange Traded 
Funds for Canadians, (Insomniac Press, 2005).

ALSO IN THIS EDITION  
of Tax Matters for Dentists, 

one of our veteran advisors, 

Chris Molloy, explains how to 

set the environment when 

preparing a practice for sale.  

Our guest contributor, David 

Altro, discusses cross border 

tax planning opportunities 

for high net worth clients 

who own vacation properties 

in the United States. 

TMFD provides dentists 

and dental specialists with 

complete tax and financial 

solutions from graduation 

through retirement. To  

book your no obligation 

appointment to discuss your 

goals or obtain a second 

opinion, please contact us 

directly at info@tmfd.ca  

or  (844) 311-8633.

Standardized performance reporting 
will provide investors with a better 

understanding of personalized rates-of-
return, especially if this information is 
not currently reported in any fashion.  
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Selling a Dental Practice: PART I

Y ou might be ready for 
retirement and a long 
anticipated journey of 
new pursuits, or in 

mid-career and looking to sell one 
of your multiple practices.   
Either way, the sale of a practice 
represents the zenith of years  
of effort, skill and patient 
relationships.  This is the first of a 
two-part series focused on 
preparing a dental practice for sale.

The moment you begin to 
consider a practice sale is the 
moment you begin to realize the 
benefits of preparation.  Well-laid 
groundwork can almost guarantee 
peace of mind, the highest value for 
your sale and a smooth transition 
experience for your patients and 
staff.  The alternative is rife with 
pitfalls that can have negative 
domino effects on the ultimate 
sale, from missed opportunities for 
proper tax planning to a poor 
experience for all.

PLANNING IN ADVANCE
Proper planning should start as 
early as three to five years prior to 
practice sale.  A common starting 
point is to obtain a valuation of 
your practice.  Not only will this 
give an indication of the current 
value, but it can identify areas 
which need improvement.  
Consider that at the time of sale, a 
typical buyer will be looking at the 
most recent three year history of 
revenue and expenses.  It makes 
sense to implement new processes 
well in advance so that future 
profits reflect these improvements.  

Every $1 increase in profit could 
translate into an additional $6 
increase in practice value (based 
on common metrics in the 
marketplace today).  

PRACTICE MANAGEMENT
Hiring a practice management 
consultant at this stage can be a 
wise investment.  Dale Tucci, of 
TMFD Tucci Management Practice 
Consultants, has a history of 
helping dentists identify revenue 
opportunities within a practice.  
According to Dale, “One of the 
cornerstones of practice revenue is 
a strong hygiene program.”   Dale 
and her team focus on uncovering 
dormant hygiene revenue, which 
can be addressed by allocating 
hygiene hours to when demand is 
greatest.   In addition, Dale’s team 
works productively with staff to 
assess hygiene care intervals, so 

that patient recall frequency stays 
current and does not slip over time 
leading to lost revenue.  A general 
dental practice with 40% hygiene 
production is at an optimal level, 
which translates into a better 
practice value.

PREMISES LEASE
Within the three to five year 
window prior to sale, it’s also 
important to turn your attention to 
the premises lease.  The lease is 
arguably the most important legal 
document for any practice since 
the goodwill value is so closely tied 
to the location.  There are a 
number of items to review 
referring to the ability to assign a 
new tenant, termination, 
relocation and non-competition 
clauses to name just a few.  It’s 
crucial that the terms for renewal 
extend at least ten years; banks are 
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The immediate tax impact could 
far exceed the savings.”  Due to 
RCDSO rules, only a dentist is 
permitted to own controlling 
shares of a Professional 
Corporation.  This limits the tax 
planning opportunities available to 
dentists.  Stive works proactively 
with clients to assess and advise on 
solutions to minimize the tax 
impact upon sale.  

WORK WITH  
TRUSTED ADVISORS
The advice here may seem 
daunting at first blush, but 
remember, you don’t navigate 
practice sales waters alone.  At 
TMFD, we work closely with 
dentists preparing for sale to 
ensure a positive and productive 
outcome.  Please contact us for a 
complimentary initial assessment.

In our next article, we will 
explore other elements of 
preparing a practice for sale, such 
as managing practice management 
software, staff contracts and things 
to do upon closing. � ■

ACB is nominal ($1), which reflects 
the value at the time his company 
was established.  The taxable gain 
would be $275,823 (the difference 
between $1.1 million and the first 
$824,177).  However, if both 
spouses had been growth 
shareholders from inception, each 
spouse would qualify for the LCGE 
and no tax would have been 
payable.

There are rules to heed in order 
to qualify for the LCGE, so it’s wise 
to review your corporate structure 
well in advance and ensure the 
company is “purified” of passive 
assets such as cash and 
investments.  Two years prior to 
sale, no more than 50% of company 
assets can represent passive assets, 
and no more than 10% at the time 
of sale.  

A simple way to “purify” is to 
withdraw all cash and investments 
from the company prior to sale.  
However, according to Stive 
Farronato, CPA, CA with TFMD, 
“this is rarely a good solution since 
the withdrawals are fully taxable.  

willing to lend for up to ten years 
but not beyond the final lease 
renewal, so it’s important to plan 
ahead as each term renewal comes 
up for negotiation.

TAX PLANNING
Tax planning also requires 
substantial timelines of 
preparation to achieve the lowest 
tax payable.  

Ideally, you will want to sell 
shares to reap the tax benefits; it’s 
in your favour to set up a 
Professional Corporation and 
transfer the business into the 
company.  The Lifetime Capital 
Gains Exemption (LCGE) allows 
the capital gains to be received 
tax-free upon the sale of shares in a 
private company, such as a dental 
practice, subject to certain limits.  
For 2016, the LCGE is $824,177 and 
tax savings could be as much as 
$220,500 for Ontario residents 
(2017 rates not available at time of 
writing).  Since this exemption is 
available per shareholder, the 
structure of the company is so 
important prior to a sale.  Consider 
adding your spouse and other 
immediate family members as 
growth shareholders as soon as 
possible so that others can utilize 
their personal LCGE and 
potentially “multiply” the benefit of 
tax-free proceeds.

As an example, let’s say a dentist 
purchased shares of another 
practice years ago and 
amalgamated the old company 
into the new Professional 
Corporation.  The existing practice 
sells for $1.1 million.  The Capital 
Gains is now determined between 
the sale price and Adjusted Cost 
Base (ACB) of the Professional 
Corporation.  Let’s also assume the 

CHRIS MOLLOY, B.A.Sc., CFP, is Senior VP, Advisory 
Services at Tax Matters For Dentists.  Chris has over  
20 years of experience at TMFD as a Financial Advisor 
working in the Ontario area.  Chris specializes in tax, 
estate and investment planning for dentists and dental 
specialists.  For a complimentary initial consultation 
with our team, we can be reached at info@tmfd.ca or 
by toll-free at (844) 311-8633.

Well-laid groundwork can almost 
guarantee peace of mind, the highest 

value for your sale and a smooth transition 
experience for your patients and staff.  
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We like this trust for clients who 
have children and want to leave their 
estate to the next generation.  For 
those clients, their children would be 
the beneficiaries.  The CBIT is an 
irrevocable trust, so you should be 
comfortable with your choice of 
beneficiaries although the trust does 
provide for limited flexibility.

The trustee can be a spouse and/
or an independent person (not a 
beneficiary).  The independent 
person need not be a corporate 
trustee.  Why pay money to an 
institutional trustee when this is a 
personal use property with no rental 
income?  If there is an independent 
trustee who dies or becomes 
incapacitated, the CBIT has a 
replacement mechanism.

Once the CBIT is prepared, 
reviewed, signed, sealed and 
delivered in accordance with U.S. tax 
and trust law, while complying with 
the applicable Canadian laws, it is 
ready to be the buyer of your 
property.  Make sure you get the 
right advice from a cross border 
attorney on how to appropriately 
fund the CBIT and how and from 
where the money should be 
transferred to the U.S. title and 
escrow company to pay for the 
purchase.

If you are a Canadian high 
net worth individual with a 
U.S. property, will your 
estate upon your death be 
subject to U.S. estate tax?  

U.S. estate tax applies where a 
Canadian passes away with real 
estate worth over $60,000 USD 
with a worldwide estate value over 
$5,490,000 USD as of January 1, 
2017.  Please note that the tax rate 
is 40% on the U.S. property less a 
pro rata credit.

There are many different ways 
that you might hold title to your 
U.S. property, which we presume is 
a personal use, recreational house 
or condo in the Sun Belt.

Instead of wasting your time 
now reading through reams of 

pages describing all the 
possibilities and explaining the 
pitfalls of each structure, let’s zoom 
in on a special type of trust: the 
Cross Border Irrevocable Trust 
(CBIT). We have developed the 
CBIT over time, fine tuned and 
recommend it often.  If drafted 
correctly, the CBIT may eliminate 
the entire U.S. estate tax liability. 

The CBIT won’t be for everyone.  
Nothing is perfect and every 
situation and family dynamic is 
different and needs to be analyzed 
carefully.

The Parties to the CBIT
In the CBIT, there are two 
important parties:  the trustee and 
the beneficiary (or beneficiaries).  

Cross Border Tax Planning for  
the High Net-Worth Individual1 

US REAL ESTATE

We have developed the Cross Border Irrevocable Trust (CBIT)  over time, 
fine tuned and recommend it often.  If drafted correctly, the CBIT may 

eliminate the entire U.S. estate tax liability.

1 This article has appeared, in part, in David A. Altro’s book Owning U.S. Property the Canadian Way, Third Edition.
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After The Dust Settles... 
What Happens?
You and your family can now enjoy 
the use of the property.  If you pass 
away, there won’t be any U.S. estate 
tax payable by your estate or that 
of your spouse upon their 
subsequent death.  Additionally, it 
won’t matter whether the 
worldwide exemption amount goes 
up or down now or in the future.

Your children are protected in 
the trust from their personal 
creditors, if any, and should your 
son or daughter unfortunately 
experience divorce, the ex-spouse 
can’t access the property inside the 
CBIT because it won’t be 
considered a marital asset.

If you decide to buy a second 
U.S. property, it can go right into 
the CBIT.

If you decide to sell and there is 
a profit, the capital gains tax will 
be at the minimum Internal 
Revenue Service (IRS) tax rate of 
15% on the net profit (19.6% if 
gains are over $400,000).  Canadian 
capital gains tax will also be due, 
but the tax paid by the CBIT to the 
IRS will be preserved and applied 
as a foreign credit against the tax 
payable to the Canada Revenue 
Agency (CRA).  No double taxation!

If you and your spouse decide 
to sell, are both living, and aren’t 
purchasing another U.S. property, 
the money from the proceeds of 
the sale goes into the trust.  The 

money should get wire 
transferred into the bank 
account for the CBIT 
back in Canada.  After 
that, you can either 
leave the money in 
the CBIT or take  
it out.

If purchasing and in need of 
a mortgage from a U.S. bank, 
it’s important to have your 
cross border attorney confirm with 
your U.S. mortgage lender that it 
understands that title will be in the 
CBIT and that the lender will 
provide a mortgage on property 
owned by a trust.  American banks 
have some lending restrictions.  I 
suppose it’s as a result of their 
overly lenient prior lending 
practices that resulted, in part, in 
the U.S.  banking disaster.

What If I Already Own  
the Property?
Things become somewhat more 
complicated if you already 

DAVID A. ALTRO B.A., LL.L., J.D., D.D.N., F. Pl., TEP, Florida 

Lawyer & Canadian Legal Advisor, is the managing partner of 

Altro Levy LLP, which he founded in 1988 with offices in 

Toronto, Montreal, Calgary, Vancouver, Florida, Arizona and 

California. David is the author of the books Owning U.S. 
Property the Canadian Way, Third Edition and Americans 
Living in Canada – Smile, The IRS is Watching You.  Mr. Altro 

has been practicing law for over 30 years in Canada and the 

US, and his practice focuses on cross border tax, estate 

planning and real estate for high net worth individuals.  He has written articles 

for numerous legal and industry publications.

purchased a property in 
your personal name and 

discover that you have 
a U.S. estate tax 

problem.  There are 
additional steps to 
go through to 

submit your property 
into the CBIT.  There is no 

question it needs to be very 
carefully structured.  Many 

of our clients come to us after 
they have already purchased, as 
they may not have been aware of 
the issues at that time.  It is 
important to determine whether 
the property has appreciated in 
value.   We do not want to 
trigger a capital gain tax upon 
the transfer to the CBIT.  With 
proper structuring, there are 
strategies that help to both  
alleviate the U.S. estate tax hit 
upon death and to avoid the 
requirement to probate the 
estate in the county where 
located upon your passing.  � ■

Material in this newsletter is for educational purposes only. It is distributed with the understanding that neither the authors nor the publisher are rendering legal, 
accounting, tax, investment, or other professional services by publishing this newsletter. These publications are not a substitute for the advice of your financial 
advisor, or any of your other advisors, personal or professional. Certain employees of Tax Matters For Dentists maintain a relationship with Assante Financial 
Management Ltd. ("Assante") through which they sell mutual funds and bonds. The relationship that they have with Assante does not include tax preparation 
services for which Tax Matters For Dentists is solely responsible for. Tax Matters For Dentists is not associated in any way with Assante, and Assante has no 
responsibility for the services offered by Tax Matters For Dentists.
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v Tax and Financial Planning
v Incorporation and Practice Transition
v Practice Management
v Payroll and Accounting
v Insurance Planning
v Retirement Planning
v Wealth Management
v Estate Planning

Dr. Arthur Johnston, D.D.S.  (Successfully Retired) 

Dr. Kerr Banduk, D.D.S. (Waterloo)  

“
”

Dr. Murray Arlin, D.D.S., dip. Perio., F.R.C.D.(C) (Etobicoke)  

“
”

I spent many years carefully investigating who I would work 
with as my financial planner. I decided to commit to the Lakhani 
team and can very strongly recommend them. The team is 

knowledgeable and competent, as well as being down 
to earth and friendly. They provide significant 
benefits to my financial and legal affairs.

“

”

Being a sceptic, it took me a while to place my 
trust and confidence with someone when it 
came to my financial affairs. As Dentists, we 
work very hard for our money and have very little 
time to invest it properly, and seek the proper 
advice. I retired from Dentistry at the age of 58 
and have been a client of TMFD for over ten 
years. As I look back on how this was possible, it 
is easy to see that aside from hard work and 
running an efficient and successful practice, it 
was the team at TMFD that helped immensely in 
achieving this. The formation of the correct 
corporate structure, tax planning and wealth 
management strategies, legal advice and banking 
needs, the proper insurance set up, all under one 
roof was the key to this success. Mike and his 
team are knowledgeable to the needs of Dentists, 
are efficient, professional and are a pleasure to 
deal with. I have enjoyed Dentistry and continue 
to serve on the ODA (Ontario Dental Association) 
for the betterment of our Profession. I feel a great 

joy in recommending the TMFD team 
to you. TRUST is earned and they have 
earned mine.

Dr. Sara Syed, B.Sc. (Hons), D.M.D. (Ottawa) 

“

”

Mike Lakhani and his team listen and act on my individual 
needs rather than using a “one size fits all” method. They take 
a comprehensive approach to financial planning that includes 
tax planning, education, investment planning, insurance 
needs, estate planning and structuring, and debt reduction. 
Prior to working with the Lakhani team, I had to rely on 
multiple specialists and it consumed a lot of my time. Now, 
Mike and his team serve as a kind of CFO for my business and 
personal finances. Their integrated service frees up my time to 

do the things I really enjoy, such as practicing 
dentistry and spending time with my family.

Book your complimentary consultation today  l   (844) 311-8633   l   info@tfmd.ca   l  www.tmfd.ca

For over 30 years TMFD has been providing dentists and dental specialists
with complete tax and financial solutions. We work with new graduates, 

associates, established dentists and dentists transitioning or in retirement.  
We are proud to be leaders in the industry, but our client’s satisfaction 

is our truest measure of success. To all of our clients, 

“Thank you for placing your trust in us.”

I have been in the private practice of dentistry for well over 30 years. I have had a very good accountant, a very capable 
financial planner, insurance agents that advise me well, and lawyers to give advice when necessary. Although each of 

these advisors did their best for me, they each worked in isolation and none were able to see the big picture. 
I needed someone to successfully integrate all the pieces of the financial puzzle. Mike Lakhani and his team 
have done an incredible job of analyzing, integrating, and managing my personal and corporate needs, and 
have made possible a much better bottom line than I have ever enjoyed before.


