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Preface
The idea for this book was developed after years of publishing
my newsletter, Tax Matters for Dentists. Together with my partners and co-authors, Stive Farronato and Chris Molloy, I write case
studies about actual client scenarios and the solutions provided to
improve their situations. After creating a collection of case studies, I wanted to expand upon these concepts and explore them
in detail. More importantly, I wanted to demonstrate the benefits
these changes could have on clients’ lifestyles once aligned with
their main source of revenue—their dental practices.
The Format
In developing this book’s format, I asked myself how I could introduce tax and financial planning concepts in an engaging and interesting way. As I’ve said many times in my seminars, my objective
isn’t to make accountants out of dentists!
I decided to create a story about three characters, at various stages in their careers, whose paths cross in their quest to find
coordinated solutions to their financial concerns. I used a parable format so the reader could better identify with the financial
challenges faced by the story’s characters. As a dentist reading this
book, you may come to recognize you aren’t alone in your concerns and challenges.
The Numbers
In this book, I describe various financial planning concepts. I’ve
always found that actual numbers illustrate the impact of these
concepts far better than words alone, which is why there’s a summary of calculations supporting each section. I hope the summaries will satisfy those readers who want to know the mechanics
ix
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behind the calculations. Those who’d rather not be bothered with
the details can pass over these sections without compromising the
messages in the story.
The Principles
My experience has repeatedly shown that most dentists use advisors in isolation, specifically for one purpose at a time—banks for
practice financing, consultants for practice management, stockbrokers for investments, insurance agents for risk management,
lawyers for estate planning, and accountants for tax preparation.
While all these functions are necessary, the dentist is often left to
coordinate the activities and liaise between each party. The time,
effort, and potential miscommunication can be costly or exhausting. Using the services of a trusted advisor to coordinate the duties
of these various experts, however, can result in significant cash
flow improvement and much less stress for the dental practitioner.
This book contains many of my fundamental financial
planning beliefs about tax reduction, efficient cash flow management, and building net worth. A key principle is that the incorporation of a dental practice can be beneficial in a vast majority of
situations. In the short term, incorporation offers the opportunity
for tax savings and improved cash flow. In the long term, it offers
efficient accumulation of investments for retirement, education
funding for family members, structure for business succession,
and estate planning opportunities.
Besides tax reduction strategies, investments are an
important part of building net worth. While most often talked
about at dinner parties or with colleagues, investing continues to
be a widely misunderstood endeavour, characterized by irrational
decisions and inappropriate risks. Emotion, non-stop media noise,
and claims citing the ability to beat markets are huge distractions
x
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to investors. Sticking to a well-structured and personalized investment policy that addresses global diversification, risk management, tax allocation, and a low-cost index–based approach goes a
long way in building net worth.
Align Your Practice with Your Life
As a dentist, your practice is the engine of wealth creation. Your
practice needs to be integrated with your personal objectives to
ensure you achieve your goals in the most effective way possible.
The growth of your net worth is the benchmark that provides both
the measure of your progress and a sense of comfort.
While there’s no shortage of “great ideas” within the realm
of personal finance, those ideas don’t achieve much until they’re
actually implemented. I hope this story will motivate you to be
proactive about achieving your personal financial objectives.
The key is to work with an advisor you can trust to coordinate with other professionals in managing your cash flow, taxes,
and building your net worth. Ultimately, this will help you align
your practice with your life.
Mike Lakhani
November 2011

Note: The tax planning techniques and tax rates used in this book
are based on the rules in the province of Ontario in 2011. For
simplicity, rounding has been used in some instances.
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Chapter 1: Three dentists

Dr. Malhotra: 7:00 a.m.
On the first morning of the Ontario Dental Association (ODA)
annual spring meeting, traffic was congested and frustrating to
navigate in and around Toronto. By city standards, that meant
the crawl of traffic was frequently slowing to a complete halt.
Dr. Arjun Malhotra lived in London, Ontario, so he wasn’t used
to it at all. It was nothing like London traffic. But being a patient
man, Dr. Malhotra kept his wits about him and kept his mind
occupied with the latest book on tape he’d borrowed from the
library. His long commutes to work during the week were often
boring; the audio tapes kept his mind occupied, and it was the only
way possible to get through some of the books he wanted to read
for pleasure.
He hadn’t driven in Toronto in at least four months, and
then it was only to pick up a cousin at the airport on the outskirts
of the city. His drives to work were often white-knuckle stuff in
3
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the winter, but all that snow and ice paled in comparison to the
madness of downtown Toronto traffic. How do Torontonians do it?
Dr. Malhotra wondered.
The first hour of the drive into Toronto was easy enough—
that part was familiar to him as he’d been commuting for the past
eighteen months to an office in Kitchener where he worked as
an associate two days a week. He’d practically worn grooves into
the asphalt along the route between his hometown of London
and Kitchener. He could name the exits by heart. Between those
drives and the forty-minute, once-a-week commutes he made
out to Strathroy to work as an associate at a practice in town,
Dr. Malhotra was running his four-year-old Volkswagen Golf into
the ground.
By the time he reached Mississauga, his clock was moving faster than his odometer. He still had a good hour to go before
he’d be anywhere near the city centre. A thick fog had rolled in and
caused a couple of fender-benders on the 401, which had basically
shut down the highway. Nobody was moving an inch. Dr. Malhotra
thought that perhaps he should have brought another book on
tape. What he was certain of was that he was running more than
an hour late—and it wasn’t his nature to be late.
He was eager to make it to the conference. It was his second year attending, and if the previous year was any indication,
this year would prove to be very informative. He was looking forward to the sessions on cosmetic dentistry. He also had plans to
meet a couple of old classmates for breakfast. He hadn’t seen Thom
and Darcy since they had all graduated from the University of
Western Ontario two years before. It was hard to get together often
because none of them lived in the same city, so the meeting was a
good opportunity to catch up—other than in brief and sporadic
e-mails. They were bound to hassle him because he still drove the
4
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SECTION I: DR. MALHOTRA’S EDUCATION

same car he’d had in university, especially since Darcy had recently
purchased a gorgeous black Mercedes.
The upside to traffic congestion was that the delay was
sparing him those shots. The way it was working out, he’d be lucky
to get a coffee to go at the convention centre before the opening
session.
Dr. Bekker 7:25 a.m.
Dr. Dennis Bekker was only coming from Bayview and Lawrence
and should have been able to make it to the conference on time,
but as luck would have it, Dr. Bekker was sitting in his vermilion red BMW M3, noticing that the “check engine” light was on
again. He’d first discovered this on the drive back from his cottage
in Muskoka the previous Sunday night. Trish, his eternally optimistic wife, assured him that it hadn’t been on the last time she’d
driven the car. It really annoyed him because there were less than
thirty thousand clicks on the vehicle. Then again, he had no idea
what went on with the BMW when the kids borrowed the car. He
trusted them to share any major information, but small hiccups
in the car’s performance might not be something they’d want to
admit to for fear of not being allowed to use it again. Why he even
let them use the BMW, he wasn’t sure. He’d thought many times
about getting them a Kia or some compact economy car for them
to ride around in, but it never went much past the idea stage. He’d
have to get the vehicle to the mechanic sometime this week.
The BMW’s GPS showed that there were eleven kilometres to the Metro Toronto Convention Centre, which would
take about seventeen minutes on a good day. Like Dr. Malhotra,
Dr. Bekker had colleagues he wanted to catch up with; if nothing
else, it’d be good to get a laugh from Dr. Manser’s receding hairline. Even though their school days were long behind them, they’d
5
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stayed in touch over the years by e-mail, but nothing replaced
face-to-face conversations. But this morning, real life was getting
in the way. He’d dropped off the twins at riding school down by
Sunnybrook earlier in the morning and was now shuffling them
across Lawrence Avenue to Havergal College. “It’d be nice if you
girls could ride over to school,” Dr. Bekker laughed. He looked in
the rearview mirror and saw Tracey and Anna rolling their eyes at
him. Another reminder of just how uncool they thought he was.
Finally, he dropped the twins off at school at 7:45 a.m.
and made his way downtown to the meeting. His stomach was
growling and he thought he might stop at McDonald’s, but the
GPS wasn’t equipped to indicate how long the lineups at the drivethrough windows would last, so he’d have to grab a quick bite and
go straight into the conference hall.
Dr. St. Louis 7:45 a.m.
At quarter to eight, the food court at the convention centre was
close to capacity. Dr. Adeline St. Louis had been one of the first
to sit down. She’d flown in the night before from Ottawa and had
already filed away her breakfast receipt in the small file folder she
carried in her large Coach bag. Always an early riser, Dr. St. Louis
had asked for a 6 a.m. wake-up call and made her way to the gym
for a forty-five-minute walk on the treadmill, a quick steam in the
sauna, and then a shower.
At the table in the restaurant, Dr. St. Louis pored through
the Globe and Mail and gave the “Report on Business” a close reading over a breakfast of yogurt and cereal. She’d also brought along a
good book—her husband always insisted on having two with him
whenever he traveled, even if it was just a commute across town.
He’d happily forget his wallet before he forgot something to read.
“Never know when you’ll have to wait for a tow truck,” he’d say.
6
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SECTION I: DR. MALHOTRA’S EDUCATION

She teased him about it—“a hopeless academic who’d seek shelter
from a storm in a book.” Tucked away in a side pocket was the
latest from Scott Turow, a slight departure from her usual choice
of story, but a hygienist in her office had highly recommended it.
After twenty-five years of marriage, Dr. St. Louis and her husband
had picked up each other’s habits (and the book habit had served
her well the time a two-hour stopover at Heathrow became an
eight-hour ordeal).
By 7:50 a.m. her reading had slowed down considerably,
her progress interrupted frequently by visits from peers, friends,
and those who’d sat on committees she chaired, which were quite
a few, as Dr. St. Louis had been a member of the association for
almost thirty years. She wondered whether she would still be interested in attending these conferences once she finally retired from
dentistry. Retirement wasn’t far off, and she was already making
mental notes about the travel plans she and her husband wished
to pursue.
When the tide of people eventually trickled to a halt, she
put her book aside and checked the weather in New York on her
iPhone. She and her husband had tickets to a couple of Broadway
shows the following weekend.

7
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Chapter 2: A chance meeting

At 8:00 a.m., half an hour before the meeting’s scheduled start,
word circulated that it was delayed by forty-five minutes and would
now start at 9:15 a.m. Dr. St. Louis overheard the news; it was confirmed by a colleague’s text message. Apparently, there were problems with the wireless microphones and recording devices in the
seminar rooms, so the morning presentations had to be delayed
until the equipment was fixed.
At 8:05 a.m., Dr. Malhotra pulled the Golf into a parking
lot off of Front Street and found a spot reserved for compact cars.
Meanwhile, Dr. Bekker was finding traffic so snarled that he didn’t
even try to get down to the south building of the Convention
Centre, where the conference was being held. He gave up his hunt
for a spot on the street and turned into the first public parking lot
he could find on Queen St. He broke into a breathless run, jaywalking and weaving between cars like a halfback following his blockers. By the time he reached Front Street, he found himself standing
9
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next to Dr. Malhotra. They glanced at each other. Dr. Bekker
noticed the younger dentist wearing a lanyard and a name tag.
“Are you on your way to the ODA meeting?” Dr. Bekker
asked Dr. Malhotra.
“I am. Finally found parking.” Dr. Malhotra looked at his
watch. “We don’t have much time, do we?”
“No. Traffic was horrible and of course finding a spot was
maddening. I’ll have to buy a coffee to take in with me. No time for
a sit-down meal this morning. There’s a pretty decent food court,
marché style, at the Convention Centre.” Dr. Bekker pulled out his
phone and opened a text message. “Oh, hey, one of my colleagues just
informed me that the meeting’s been delayed to 9:15 a.m. Looks like
time is suddenly on our side. I’m Dr. Dennis Bekker. And you are. . .?”
“Dr. Arjun Malhotra.”
Dr. Bekker and Dr. Malhotra made their way to the convention centre, stopping to ask the doorman for directions to the
food court because they now had time to eat a proper meal. By the
time they found it, the place was full; other dentists had retreated
there to wait out the delay with a better breakfast than just muffins.
The only two unoccupied seats were at Dr. St. Louis’ table beside
the window. Dr. Malhotra nervously asked Dr. St. Louis if she was
alone and if she would mind if he and Dr. Bekker joined her.
“Please. I’ve been sitting here quite a while, so some company is absolutely welcome,” she said.
The three exchanged introductions.
“Where do you both practise?” Dr. St. Louis asked.
“I’m an associate at offices in London, Kitchener, and
Strathroy. This is my second ODA meeting. I think it’ll be a great
opportunity to network and talk to colleagues who are much more
experienced,” said Dr. Malhotra somewhat sheepishly. He was
keenly aware of the age difference between the three of them, and
he was feeling less confident than he’d anticipated.
10
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“I have a practice here in the city, going on twenty years
now. Been to so many of these association meetings, but I haven’t
attended in years. Family life prevents me from making it a lot of
the time. I’ll have three kids over eighteen soon anyway, so it gets
nuts sometimes. I missed last year’s conference because of a weeklong trip to Paris. But I do enjoy them because it’s a great way to
catch up and meet new colleagues like you,” Dr. Bekker said.
Dr. Malhotra excused himself for a moment while he went
to buy some oatmeal. Dr. Bekker, hungrier than he thought, went
off to a creperie counter. He hadn’t had a crepe in ages—double
ham and cheese was what he craved. Maybe even chocolate banana.
When Dr. Malhotra returned with his cereal, Dr. St. Louis
made small talk; she could tell that the young dentist felt
uncomfortable.
“Did you grow up in London?” she asked.
“My family came to Canada when I was three. I was born
in Delhi. My younger brother was born here, though.”
“My husband and I were in Delhi last year,” Dr. St. Louis
said, delighted they had a point of interest they could share. “We
toured extensively in the north of the subcontinent, but Delhi was
one of our most spectacular stops. We were amazed by the Red
Fort and the Jantar Mantar . . . who could have imagined such an
incredible observatory built in the eighteenth century?”
Dr. Bekker returned to the table with his crepes. He hadn’t
heard Dr. St. Louis talking about her experiences in Delhi.
“What took you to India?” Dr. Malhotra asked.
“My husband is a professor of classics, so we had an
extended summer,” she told him. “Some summers he has research
that he undertakes abroad, and I can have some younger associates
step in for me for longer than my usual vacation time.”
“It’s great that you can travel like that,” Dr. Malhotra said.
“I feel like I’m running as fast as I can just to keep up. I can’t seem
11
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to get ahead. Two years out of school, and I’m still paying down
my student loans. I’m trying to help out my parents, but I feel
like I can’t do enough. I took a couple of weeks off and went to a
friend’s cottage for a long weekend, but otherwise I didn’t get away
this year. I always imagined that it’d be easier than this. I knew it
wouldn’t be possible to have overnight success, but this amount of
time wasn’t what I expected at all.”
Dr. St. Louis nodded and smiled sympathetically.
Dr. Malhotra was fishing for advice, and she knew that.
“It wasn’t a matter of me being a financial whiz,”
Dr. St. Louis said. “I can assure you I’m not. It was hard for me,
too, coming out of dental school. It was hard for quite a few years
beyond that, even. It was only when my husband and I went to the
Leighton team that things got better.”

“
If you don’t have a plan and if you don’t have help, you
can spend years working hard but not achieve your
ﬁnancial potential.

”
Dr. Malhotra looked confused, so she added, “They’re tax
advisors to dentists. I know, I hardly would’ve thought such a thing
existed but it does, and I’m so thankful for it. I’d always thought
that if I worked hard enough, things would look after themselves.
And I’d always been independent—asking someone else for help
wasn’t something I was comfortable doing.
“The truth is that if you don’t have a plan and if you don’t
have help, you can spend years working hard but not achieve your
financial potential. But because we had a plan and stayed with it
over the years, we saw a big difference from one year to the next.”
12
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Dr. Malhotra asked Dr. St. Louis how long ago she’d first
solicited advice from the Leighton team. She did the math.
“How time flies. More than fifteen years ago now. I graduated from McGill over thirty years ago,” she said, “but in many
ways I did my graduate studies when I met the Leighton team and
learned about the business of my practice—what I should’ve been
doing from day one.”
Dr. Malhotra’s eyebrows arched. “It wasn’t just a one-time
deal where they helped organize your practice?” he asked.
“No. We’ve developed a relationship over the years,”
Dr. St. Louis said. “They’ve helped me look beyond the numbers,
to focus on the long-term objectives of my husband and myself.”
Dr. Malhotra hadn’t been the most materialistic in his circle of friends during university, and his family had always stressed
the idea of living modestly. Nevertheless, he couldn’t help but
notice Dr. St. Louis’ watch. He didn’t know much about watches,
but he knew Chanel was a top name and was certain hers was
worth more than his car.
“I wish I could be doing half as well as you are,” Dr. Malhotra
said, instantly regretting the admission the minute the words came
out of his mouth. There was no envy, just a wish that his hard work
in school and in his first years of practice had been as rewarding
as he’d expected when he chose to pursue dentistry as a career.
Dr. St. Louis’ response surprised him.
“Well, I wish I were starting today like you are and had a
chance to realize the benefits of a well-managed practice. One of
the best pieces of advice I received from the Leighton team early
on was the importance of focusing on my dental practice and
not other ventures. Nothing else comes close for generating cash
flow for the future.” Dr. St. Louis thought again about her plans
to retire in a couple of years and sell her practice. She hadn’t let
some of her long-time friends know that the Leighton team was
13

SOWD.indd 13

10/10/11 8:44 PM

SECRETS OF THE WEALTHY DENTIST

already working on it for her. It was best not to bring the matter up
until all the i’s had been dotted and the t’s had been crossed. She
opened her Day-Timer, pulled out a business card, and handed it
to Dr. Malhotra. “Call or e-mail me if you want to know more,”
she said.

“
One of the best pieces of advice I received early on
was the importance of focusing on my dental practice
and not other ventures. Nothing else comes close for
generating cash ﬂow for the future.

”
“Thank you, Dr. St. Louis. I don’t have a card to give you
in return.”
“I’ll get your contact info once you e-mail me. And, please,
call me Adeline.”
Dr. Bekker’s breakfast had his undivided attention. He still
had part of his breakfast left when his cell phone vibrated. He looked
at the call display: his son calling from Queen’s University. He knew
what was going to follow—another plea for cash. Dr. Bekker felt
the urge to let the call go to voice mail but felt too guilty.
“Yes, Clayton, what’s going on? I’m in a bit of a rush.”
“Dad, my laptop died on me. I think it’s the logic board.
The guy at the Apple shop says it’s going to cost a fortune to fix.
Can you help me out? I have four papers to hand in next week, and
I’m totally up the creek without my files.”
Dr. Bekker sighed. “Okay, Clay. I’ll go to the bank later
today and transfer money to your account. Find out first how
much to get it fixed. Don’t buy anything new or added or extra. I
14

SOWD.indd 14

10/10/11 8:44 PM

SECTION I: DR. MALHOTRA’S EDUCATION

gotta go, kid. Don’t worry, it’s all going to be just fine.” He hung up
and gulped a large amount of coffee before it went cold.
When Dr. Malhotra and Dr. St. Louis looked over,
Dr. Bekker rolled his eyes. “Kids. Can’t live without them but can’t
afford them, either. If it isn’t someone’s Mac dying, it’s some repair
my wife wants done or school trips for the twins.” Dr. Bekker felt like
it was all piling up. On the drive to the conference, he’d received a
text reminder from his wife: contractor coming by at dinnertime . . .
marble counter . . . bathroom? Sometimes, when things actually fell
into place, he felt eminently qualified to be a dentist and an airtraffic controller. Or maybe a fireman, because it seemed all he did
away from the office was put out one fire after another (with occasional breaks for golf).
Dr. St. Louis passed a business card to Dr. Bekker. “E-mail
me and I’ll send you the same information I’m sending Arjun
about the Leighton team. I think they could really help you. It’s
worth investigating, at any rate.”
At that point, it was ten after nine and the meeting was
about to begin. The three dentists bade farewell to one another
and headed off to the meeting hall, pleased to have expanded their
network of colleagues. Dr. Malhotra was doubly pleased because
he’d discovered that maybe all wasn’t lost and that he could have a
bright future sooner than he was beginning to think.

15

SOWD.indd 15

10/10/11 8:44 PM

