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PENSION PLANNING FOR  
INCORPORATED DENTISTS

If you are an incorporated Dentist, tax is 
almost certainly to be your biggest expense 
over your lifetime. For the average dentist this 
would amount to millions of dollars in taxes 
over their lifetime.

This is why you need to be aware of the 
power of the Individual Pension Plan (IPP), a 
wealth accumulation and tax savings solution 
designed specifically for you. 
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CASE 
STUDY
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ASK YOURSELF THESE THREE QUESTIONS:

1   Do I want to reduce my corporate and personal tax burden?

2   Do I want to maximize my retirement income?

3   Do I want tax refunds to pay for the cost of the pension?

If you answered yes to all three, you may be a candidate for an IPP.

ADVANTAGES OF AN IPP

• Increased tax deductible contribution room: 
up to 68% more than an RRSP

• Can reduce passive income in Corporation

• Tax deductible company contributions for 
prior years (past service)

•	 Richest	benefit	plan	in	Canada:	 
2%	defined	benefit	pension	plan

• All costs are tax deductible to the company

• Creditor protection

• Increased corporate and personal  
tax savings

• Can include employed family members and 
pass on wealth to the next generation

WHAT IS AN IPP?

An IPP is a registered pension plan with the 
Canada Revenue Agency (CRA).

It’s	identical	to	the	defined	benefit	pensions	
provided by governments or large public 
companies to their employees, except 
it’s	being	set	up	by	you,	for	the	benefit	of	
yourself and your family.

For high-income earners, an IPP is the most  
tax-effective	way	to	build	wealth	allowed	
under the Income Tax Act.

You’re	able	to	contribute	significantly	more	
than you could by relying on RRSPs alone, 
allowing	you	to	grow	significantly	larger	
sums of money on a tax-deferred basis. This 
means you end up having a much larger pot 
to draw from down the road, increasing your 
standard of living.
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THE CLIENT - DR. TAYLOR

LET’S DEMONSTRATE USING AN EXAMPLE. 

Here we have a 45-year-old Dentist Dr. Taylor, who incorporated in 2010.

Dr. Taylor’s Corporation pays Dr. Taylor a salary (T4 income) of approximately $150,000 per 
year and pays corporate taxes at the 9% tax rate in Manitoba. In addition, Dr. Taylor has been 
able to save $450,000 personally into RRSPs.

HOW MUCH MORE CAN YOU INVEST  
IN AN IPP VERSUS AN RRSP?

The answer for Dr. Taylor is about $397,600 
more can be contributed to the pension 
plan over 20 years. This $397,600 is above 
and beyond what would be allowed with 
RRSPs.

WHY IS THERE SO MUCH EXTRA 
CONTRIBUTION ROOM?

Pension legislation is more generous. It comes 
with the ability to purchase past service and 
you can contribute more annually (as seen 
from the chart included). The older you get, 
the larger the IPP advantage becomes.

WHAT’S THE IMPACT OF BEING ABLE TO CONTRIBUTE MORE?

These contributions don’t just sit in cash and earn 
nothing. They become a part of the pension’s 
investible assets and can grow tax-deferred.

$397,600 over the course of 20 years would grow 
to $877,400 (assuming CRAs prescribed rate of 
return of 7.5%)

It’s important to remember this is NOT the total 
amount in Dr. Taylor’s Pension Plan. That amount 
is much higher. This is how much MORE money Dr. 
Taylor would have in 20 years if Dr. Taylor had used 
an IPP rather than relying on RRSP savings alone.

Age  
45

Incorporated  
in 2010

T4 income  
of $150,000

Corporate tax 
rate of 9%

$450,000 in 
RRSPs

AGE RRSP CONTRIBUTION IPP CONTRIBUTION IPP ADVANTAGE

45 $27,830 $33,700 $5,870     21%

50 $27,830 $37,000 $9,170     33%

55 $27,830 $40,600 $12,770     46%

60 $27,830 $44,600 $16,770     60%

65 $27,830 $46,800 $18,970     68%

YEAR 1 YEAR 20

$397,600

$877,400
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WHAT’S THE COST?

Of course, there is a cost associated with pension 
plans. In this example, the pension structure costs  
Dr. Taylor $1500 per year. On the surface, the total 
cost of the pension is $30,000 over the 20 years.

But that’s not the end of the story. All the  
extra contributions made into the pension are  
tax-deductible expenses to the corporation. Based on a 
9% corporate tax rate (MB), this $397,600 of additional 
contributions, amounts to $35,784 in corporate taxes 
saved. The true economic cost of the pension is 
approximately $5784 in tax savings over the 20 years 
($289.20 per year that the client does not pay to CRA). 
In provinces where the small business tax rate is higher 
than 9%, the tax savings are even larger.

“ONE MORE THING”

There is one more unique tax advantage with 
Individual Pension Plans. 

Unlike RRSPs, investment management fees are 
completely tax deductible with an IPP. To know the 
true economic cost of the pension, fee deductibility 
needs to be considered.

In Dr. Taylor’s case, over 20 years, the taxes saved on 
investment management fee deductibility (assuming 
1% management cost and 9% corporate tax rate) 
would total $28,298.

The true economic cost is approximately $34,082 in 
TAX SAVINGS over the 20 years.

Total cost over  
20 years - $30,000.00

Tax savings from 
extra contributions + $35,784.00

Total cost (after tax 
savings from extra 

contributions)
+ $5,784.00

Total cost (after tax 
savings from extra 

contributions)
+ $5,784.00

Tax savings from 
Investment fee 

deductibility
+ $28,298.88

TRUE cost over  
20 years (after ALL 

tax savings)
+ $34,082.88
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Effectively, Dr. Taylor saves $1704.14 per year in taxes  
         to end up with $877,400 MORE at the time of retirement.

Photo by Andreas Gücklhorn on Unsplash
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WHAT DOES THE PENSION PAY?

Tax savings are great, but what was ultimately 
important to Dr. Taylor, was the amount of 
income that could be produced to fund future 
lifestyle.

In this example, at a retirement age of 65, Dr. 
Taylor’s IPP promised to pay $243,300 per year! 

WANT TO RETIRE EARLIER? NO PROBLEM!

IPPs come with this number we call terminal 
funding, which is one of the most attractive 
features of an IPP. 

Dr.	Taylor	may	elect	to	receive	the	pension	benefit	
early without reducing the promised pension. 
Maybe in this case, Dr. Taylor wants to retire at 

age 60. Dr. Taylor’s corporation would then shift 
$681,100 of corporate assets (a huge corporate 
tax deduction) into the IPP, which will top up the 
pension, increasing the income by $45,000 per 
year, for a total annual pension income of $196,300 
starting at age 60. The earliest the pension could 
be turned on is age 55 which would result in a 
retirement income of $121,900. 

WHAT HAVE WE DONE?

Dr. Taylor is substantially wealthier, by not 
relying solely on RRSPs. 

Dr. Taylor’s corporation has saved substantially 
more tax, by not relying solely on RRSPs.

The costs of the program are borne by tax refunds/
savings, not money from Dr. Taylor’s pocket.

AGE

IPP 
ACCUMULATED 

INVESTMENT 
AMOUNT ($)

RETIREMENT WITH AN IPP

Lifetime pension 
($) payable for life 

(benefit)

Bridge pension 
($) payable to 65 

(benefit)

Terminal funding 
($) top up at 

retirement (cost)

Maximum assets at 
retirement ($) with 

top up funding (total)

55 1,290,700 90,600 31,300 707,000 1,997,700

60 2,155,600 151,300 45,000 681,100 2,836,700

65 3,458,300 243,300 - - 367,800 3,826,100

70 5,340,300 425,300 - - 488,000 5,828,300



READY TO TALK? 
Grant White & Brandt Butt are Portfolio Managers and Investment 
Advisors part of an award-winning team at Endeavour Wealth 
Management with iA Private Wealth. Their focus is working with 
incorporated physicians and dentists who have dreams of reaching 
a point where they are choosing to work, instead of having to. Their 
team delivers value through advanced financial planning solutions 
for incorporated professionals while working closely with their 
accounting and legal professionals. 

By doing so, their clients’ situations are optimized which can save 
them hundreds of thousands in taxes each year allowing them 
to grow their net worth faster with the goal of reaching complete 
financial independence.

brandt.butt@endeavourwealth.ca or 204 515 3443

grant.white@endeavourwealth.ca or 204 515 3440

to Schedule a No-Obligation Online Financial Check-Up.

This information has been prepared by Endeavour Wealth Management who are Investment Advisors for iA Private 
Wealth	Inc.	and	does	not	necessarily	reflect	the	opinion	of	iA	Private	Wealth.	The	information	contained	in	this	
newsletter comes from sources we believe reliable, but we cannot guarantee its accuracy or reliability. The opinions 
expressed are based on an analysis and interpretation dating from the date of publication and are subject to change 
without	notice.	Furthermore,	they	do	not	constitute	an	offer	or	solicitation	to	buy	or	sell	any	of	the	securities	mentioned.	
The information contained herein may not apply to all types of investors. The Investment Advisors can open accounts 
only in the provinces in which they are registered. 

iA Private Wealth Inc. is a member of the Canadian Investor Protection Fund and the Investment Industry Regulatory 
Organization of Canada. iA Private Wealth is a trademark and business name under which iA Private Wealth Inc. 
operates.

https://calendly.com/d/2jv8-2nfm/30-minute-online-meeting
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