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Chapter One

Canadian Taxes for Medical Professionals: It's a Problem

Overview

Many internationally trained medical professionals come to Canada expecting financial security,
only to be shocked by the high tax burden. This chapter reveals how the Canadian tax system
is structured and why medical professionals often pay more than necessary. It also introduces
The 53-50-53 Tax Cycle, a pattern that results in physicians losing nearly half of their earnings
to taxes at multiple stages.

The chapter begins with the story of Mukesh, a physician earning $700,000 a year who was
afraid to buy a $4,000 television. Despite his financial success, he was overwhelmed by tax
uncertainty. His accountant consistently discouraged him from withdrawing money from his
corporation, warning him about excessive taxation. Mukesh’s story illustrates a common
problem—many high-earning professionals work hard but lack clarity on how to manage their
wealth efficiently.

Understanding the Tax Problem

The chapter introduces a simple but critical financial reality: for most medical professionals,
income is taxed at multiple stages, leading to significant losses. The breakdown is as follows:

Active Business Income Tax (While Working)
= The first $500,000 of corporate income is taxed at 12.5%.
= Any income above $500,000 is taxed at 26.5%.
Passive Investment Income Tax (Inside the Corporation)
= If you invest excess corporate income, any passive income is taxed at 53%.
Personal Withdrawals in Retirement
= Withdrawals from the corporation in retirement are taxed at up to 50%, reducing what
you actually get to spend in your golden years.
Estate Taxes at Death
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= Upon death, any remaining funds in your corporation are subject to inheritance taxes up
to 53%.

This results in the 53-50-53 Tax Cycle, where more than half of your money is lost at every
major financial stage.

Why Accountants Can’t Solve This Problem

Many professionals assume their accountants will take care of tax planning, but the book
explains why this is a flawed expectation.

= Accountants work with past data. They file taxes based on previous financial activity
but do not proactively structure income for future tax efficiency.

= They focus on compliance, not strategy. Most accountants ensure that tax filings follow
legal requirements but do not create personalized strategies to minimize tax exposure.

This is why medical professionals need a financial life plan, rather than simply relying on an
accountant to save them money.

The Alternative: A Tax-Free Strategy

Instead of focusing on maximizing investment returns, physicians should focus on reducing
taxes first. The book introduces the concept of strategic financial planning, which will be
explored in later chapters.

Key takeaway: Doctors who actively plan their taxes can dramatically reduce their tax
burden and keep more of their wealth for retirement and family.

s Action Step: Watch this 7-minute tax breakdown video for a visual explanation of how
taxes erode your wealth.
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Chapter Two

Quantify Your Rich, Fulffilling Life™

Overview

This chapter shifts the focus from taxation to lifestyle planning. While earning a high income is
important, financial security alone does not guarantee happiness. Many doctors accumulate
wealth without clear goals, leading to stress, overwork, and lack of fulfillment.

The book introduces the concept of the Rich, Fulfilling Life™ (RFL™)—a structured approach
to defining what financial success looks like beyond just numbers.

Why You Need a Financial Life Plan

Many medical professionals make random financial decisions without a structured plan. They
hear about investment strategies from colleagues or advisors and implement them without fully
understanding their long-term impact. Common examples include:

= Contributing to RRSPs without realizing they might be taxed heavily in retirement.

= Buying rental properties without considering the tax implications.

= Purchasing insurance policies without ensuring they align with long-term financial
goals.

Without a comprehensive plan, professionals often find themselves:

= Overpaying in taxes.
= Working longer than necessary.
= Uncertain about when they can retire or how much they need to sustain their lifestyle.

Case Studies: Two Different Approaches to Wealth Planning
The book presents two physician couples with very different financial goals:

Case Study 1: Paul & Betty
= Paul and Betty are in their early 50s and earn $750,000 per year.



The

MD

= They prioritize travel and want to retire early.
= Since they have no children, their focus is on charitable giving and securing

healthcare in retirement.

= They are debating whether to invest in real estate or financial assets for long-term

stability.

Case Study 2: Sunil & Maryam

= Sunil and Maryam are in their 40s with two teenage children.
= Their top financial priority is saving for their children’s education—potentially sending

them abroad for university.

= Sunil enjoys real estate investing, but he is unsure if it aligns with his retirement goals.
= They need to balance saving for their future while ensuring their children’s education

is fully funded.

Both couples need a financial life plan tailored to their unique goals. The book explains how
their tax strategies and investment choices should align with their long-term aspirations.

Steps to Define Your Rich, Fulfilling Life ™

To create a meaningful financial plan, physicians should:

1.

Define Personal and Family Goals

o ldentify the experiences and lifestyle choices that matter most.
e Consider factors like travel, early retirement, legacy planning, and work-life balance.

Calculate Current Net Worth

e Assess all assets, liabilities, and cash flow.
e Understand how much is needed for future goals.

Project Future Needs
e Estimate required savings for education, retirement, and other major life expenses.
Optimize for Tax Efficiency

e Implement financial structures that minimize taxation over a lifetime.

5 Action Step: Download the Rich, Fulfilling Life™ Worksheet at TaxFreeMD.ca to start
defining personal and financial goals.
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Chapter Three

Taking Care of You

Overview

Financial planning isn’t just about investing and taxes—it starts with protecting your ability to
earn income. As a medical professional, your most valuable asset isn’t your portfolio, your
home, or your corporation; it’s your ability to generate income through your work.

= This chapter highlights:
= The financial risks of disability and illness.
= Why many doctors underestimate their vulnerability.

= The two key insurance policies every physician needs: Critical Illness Insurance and
Disability Insurance.

= How poorly structured insurance can create financial problems rather than solve them.

The book introduces the story of a physician couple who thought they had the right coverage—
until they realized their policy wasn’t structured to support their financial life plan. Their
experience serves as a cautionary tale about why planning, not just purchasing, is crucial.

Why Income Protection is Essential

Many doctors assume they will never get sick. They see critically ill patients every day but
rarely consider that they themselves could become one. The reality is that a single unexpected
event—such as a car accident, heart attack, or mental health condition—can immediately
halt their ability to work.

Without proper insurance, this scenario can be financially devastating:

= No income means no cash flow. Unlike salaried employees, physicians don’t have paid
sick leave.
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= Savings alone won’t be enough. Many professionals assume they can dip into their
investments, but this rapidly depletes retirement funds.

= Your financial goals collapse. Without ongoing income, saving for retirement, funding a
child’s education, or maintaining a lifestyle becomes impossible.

The Inverted Wealth Pyramid

The book includes a diagram of an inverted pyramid representing the financial journey of a
physician. At the bottom, a doctor begins their career with
minimal wealth but high earning potential. Over time, they | WEALTH
accumulate assets and wealth, moving toward financial (/

security. (/
If a doctor becomes ill or disabled before reaching financial
independence, they may never reach the top of the pyramid. (_/
This illustrates why income protection is the foundation of
financial security. l/
@— STARTING
POINT

Understanding Insurance: Why Most Doctors Get It Wrong

Many professionals assume that having some insurance is enough. However, the book explains
that there are hundreds of variations of insurance products, and most policies are:

= Inadequate in coverage. Many policies have low payout limits that won’t cover a
physician’s full lifestyle expenses.

= Not structured with tax efficiency in mind. Without proper planning, insurance
benefits may be taxed unnecessarily.

= Purchased without alignment to financial goals. Many policies are sold as one-size-
fits-all solutions rather than being customized to the unique needs of a physician family.

A proper insurance plan should be intentionally designed within a financial life plan—not
just purchased at random.

The Two Must-Have Insurance Policies for Physicians

1. Critical lliness Insurance
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How it works:
o Provides a lump sum payout if diagnosed with a covered illness (e.g., cancer, heart
attack, stroke).
o Covers 33+ major illnesses.
o Pays out tax-free in one payment, rather than monthly instaliments.
o Premiums are only paid for 15 years, but coverage lasts a lifetime.

Tax Efficiency & Refund Strategy:
o The book explains how to structure this insurance so that the Medical Professional
Corporation pays 90% of the premiums, while the doctor personally pays 10%.
o If the physician never makes a claim, the full amount paid into the policy can be refunded
tax-free in retirement.
o This essentially turns insurance into a tax-efficient savings tool.

Case Study: Chidi’s Critical Illness Policy Mistake

Chidi, a physician with four children, purchased a low-cost critical illness policy without
consulting a financial planner. Upon review, the book reveals three major issues:

1. His policy required premium payments until age 75 (instead of 15 years).

2. His coverage ended at age 75, just when his risk of illness increased.

3. His policy did not offer a refund if unused.

After realizing these mistakes, Chidi switched to a properly structured policy that better
aligned with his financial life plan. This ensured that he could receive his full premiums back
in retirement if he never needed the coverage.

2. Disability Insurance

How it works:
o Provides a tax-free monthly income if the doctor is unable to work due to illness or
injury.
o Can cover both physical and mental disabilities (e.g., chronic pain, depression).
o Payouts last until age 65 if the physician remains unable to work.

“Own Occupation” Clause:
o The book emphasizes the importance of choosing “own occupation” disability insurance.
o This means that if a doctor cannot perform their specific medical role, they receive
disability payments—even if they can work in another field (e.g., teaching).

Tax Considerations:
o Disability insurance can be purchased personally or through a corporation.
o If bought through a corporation, the payouts are taxable.
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o If bought personally, the payouts are tax-free.
o The book explains why the choice depends on personal income levels and tax planning
strategy.

Chapter Four

Salary vs. Dividends — Why It Matters

Overview

Many internationally trained physicians in Canada operate their practices through a Medical
Professional Corporation (MPC). While this structure provides some tax advantages, it also
introduces a key decision: how should you pay yourself?

Physicians typically choose between salary and dividends, but most make this decision without
fully understanding its implications. The next two chapter explains:

= The differences between salary and dividends.

= The pros and cons of each method.

= Why salary vs. dividends is not just a tax decision.

= How your choice impacts financial planning, investments, and retirement.

Why This Decision Matters More Than You Think

Most doctors assume that the difference between salary and dividends is just about tax
efficiency. However, the book explains that this choice has long-term financial consequences,
including:

= Eligibility for government benefits (like CPP and RRSP contributions).

= Loan approvals and mortgages (banks prefer salaried income).

= Retirement planning (certain benefits are only available to those who earn a salary).
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Chapter Five

Getting Paid a Salary — What You Need to Know

Overview

Most physicians spend years earning high incomes, yet many reach retirement with no clear strategy for
maintaining their wealth tax-efficiently. This chapter explains:

The biggest tax traps that doctors fall into when planning for retirement.

Why RRSPs are often the worst retirement vehicle for physicians.

How to maximize government pensions (CPP & OAS) while reducing taxes.

How to structure your retirement income using TFSAS, corporate fixed buckets, and real estate.
The pros and cons of taking a salary vs. dividends from your corporation for retirement planning.
How PPPs (Personal Pension Plans) offer a superior alternative to RRSPs.

R R Y

The book introduces the Retirement Calculator at TaxFreeMD.ca, which helps doctors see how much their
current financial structure will actually be worth in retirement.

The Problem with Traditional Retirement Planning

Many doctors blindly contribute to RRSPs, thinking they are securing their future. The reality is
that RRSPs are a tax trap for high earners.

Why RRSPs Are the Worst for Medical Professionals

RRSPs (Registered Retirement Savings Plans) only defer taxes—they do not eliminate them.
While they provide a tax deduction upfront, they lead to massive tax bills in retirement.

How RRSPs Are Taxed

= Contributions grow tax-free, but withdrawals are taxed at full personal income tax
rates.

= Atage 71, your RRSP is forced into a RRIF (Registered Retirement Income Fund),
requiring you to withdraw a set percentage each year.

= Withdrawals can push you into a higher tax bracket, leading to 50%+ tax on your
retirement income.
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What Happens to RRSPs When You Die?

= Ifyou have a spouse, your RRSP can transfer tax-free to them.

= Ifyoudon’thave a spouse, 100% of the remaining balance is taxed at up to 53% and added
to your estate income.

= Many physicians lose nearly half of their RRSP balance to taxes upon death.

5 Key Takeaway: RRSPs force high earners into paying more tax later, making them a poor choice
for most medical professionals.

What's a Better Alternative? Personal Pension Plans (PPPs)

A PPP (Personal Pension Plan) is a far superior retirement option for physicians because:
= It reduces corporate taxes by allowing your MPC to contribute pre-tax money.
= It provides higher contribution limits than an RRSP.
= It allows for multiple tax-efficient retirement income streams.
= Unlike an RRSP, it can be structured to pass on wealth tax-efficiently to heirs.

Case Study: Dr. Lee’s Retirement Strategy

Dr. Lee, a radiologist, originally planned to maximize his RRSPs. However, after reviewing the
tax implications, he switched to a PPP strategy. The result:

= He saved over $120,000 in taxes by using his corporation to fund his pension.
= His retirement income was tax-efficiently structured, keeping his tax rate below 30%
instead of 50%.

s Action Step: If you are still relying on an RRSP, use the Retirement Calculator at
TaxFreeMD.ca to see the tax consequences of your current plan.

The Role of Government Pensions: CPP & OAS

Many physicians assume Canada Pension Plan (CPP) and Old Age Security (OAS) won’t
matter in their retirement. This is a mistake.

Canada Pension Plan (CPP)
= If you take a salary, you contribute to CPP.
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= The maximum CPP payout in 2024 is $1,364/month ($16,368 per year) if you have 40
years of contributions.

= Physicians who take only dividends miss out on CPP contributions, reducing their
government pension.

Old Age Security (OAS)
= Fully clawed back if your retirement income exceeds $90,997 (2024 threshold).
= Many high-earning retirees never see their OAS benefits due to poor tax planning.

s? Key Takeaway: If you earn too much in retirement, you may lose your OAS benefits
completely. Proper planning ensures you stay below the clawback threshold.

The Best Retirement Income Strategy: A Multi-Bucket Approach

Rather than relying on one type of retirement account, the book suggests using a multi-bucket
strategy:

1. Tax-Free Savings Account (TFSA)
o Tax-free withdrawals in retirement.
o Not subject to OAS clawback.
o ldeal for compounding tax-free investment growth.

2. Corporate Fixed Buckets
o Physicians can leave funds inside their corporation, where they grow at a lower
tax rate than personal accounts.
o At retirement, funds can be withdrawn gradually to minimize taxes.

3. Real Estate / Rental Properties
o Passive rental income can supplement retirement without triggering RRSP
withdrawal taxes.
o Real estate depreciation and tax deductions help offset taxable income.

4. Dividends from Corporation
o Retained earnings inside an MPC can be paid out as dividends in retirement.
o Lower tax rate than RRSP withdrawals.

s Key Takeaway: Structuring income from multiple sources reduces tax liability in
retirement.
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Salary vs. Dividends: What’s Best for Retirement?
This chapter also compares salary vs. dividends for retirement planning.
Advantages of Salary (for Retirement)

v CPP Contributions (provides government pension).
v RRSP Contribution Room (if still using RRSPS).
v Easier for Bank Loan/Mortgage Approvals.

Disadvantages of Salary

X Higher immediate tax rate than dividends.
X Requires CPP contributions, which some physicians prefer to avoid.

Advantages of Dividends (for Retirement)

v Lower immediate tax rate.
v More flexibility (you control when to take income).
v No CPP contributions required.

Disadvantages of Dividends

X No CPP Benefits in Retirement (must rely 100% on personal savings).
X Some banks view dividends as less stable for mortgages and loans.

Key Takeaways from Chapter 5

= RRSPs are tax traps for physicians—withdrawals are taxed at full personal rates, and

upon death, up to 53% of the balance can be lost to taxes.

= Personal Pension Plans (PPPs) offer a superior alternative to RRSPs, allowing

corporate pre-tax contributions and better tax efficiency.

= Government pensions (CPP & OAS) should not be ignored. Poor planning can lead to

OAS clawbacks or missing out on CPP benefits.

= Using a mix of tax-efficient retirement accounts—including TFSAS, corporate fixed
buckets, and rental properties—is the best way to ensure tax-efficient retirement

income.

= The right mix of salary and dividends depends on a physician’s retirement goals, need

for CPP, and tax efficiency strategies.
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Chapter Six

Getting Paid a Salary — What You Need to Know

Overview

One of the most significant decisions internationally trained medical professionals in Canada
have to make is how they pay themselves—salary or dividends. While Chapter 5 explored the
salary route, this chapter focuses on dividends, an option that offers greater flexibility but comes
with specific trade-offs.

Key Differences Between Salary and Dividends

= No CPP Contributions: When you receive a salary, a portion of your income is deducted
for Canada Pension Plan (CPP) contributions. However, dividend income does not trigger
CPP payments, meaning you save around $8,000 annually that would have otherwise
gone to government-mandated retirement savings.

= No RRSP Eligibility: RRSP (Registered Retirement Savings Plan) contributions are
based on employment income. Since dividends are not considered earned income,
individuals who pay themselves solely in dividends cannot contribute to an RRSP. While
this may seem like a disadvantage, high-income earners benefit more from other
investment vehicles.

= No PPP Contributions: A Personal Pension Plan (PPP) is another retirement savings
vehicle available only to those earning a salary. This limits dividend recipients from using
this tool to grow tax-efficient retirement wealth.

Case Study: A Physician Couple’s Early Retirement Strategy

Annagrete and Oliver, both 52, are an internationally trained physician couple aiming to retire
early. Initially, they took all their income as salary, contributing significantly to CPP and RRSP.
However, since they already had pension savings from the UK, the CPP contributions provided
little additional benefit. By switching to dividend income, they freed up nearly $16,000 annually,
which they redirected into corporate investment vehicles, maximizing their wealth growth and
accelerating their retirement timeline.
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Optimizing Retirement Savings with Dividends

1. Tax-Free Savings Account (TFSA)

@)
©)

Unlike RRSPs, TFSAs allow for tax-free investment growth and withdrawals.
Dividend earners can still contribute to a TFSA, making it an excellent vehicle for
tax-efficient wealth accumulation.

2. Old Age Security (OAS)

o

o

o

OAS provides a modest government pension based on the number of years you have
lived in Canada.

Dividend earners still qualify for OAS, but it is subject to the OAS clawback if total
retirement income exceeds a certain threshold.

By structuring retirement withdrawals wisely—such as through a Corporate Fixed
Bucket or TFSA—dividend earners can minimize taxable income and reduce OAS
clawback risks.

3. Corporate Fixed Bucket

©)
@)

o

The Corporate Fixed Bucket is an alternative retirement savings strategy.

Medical professionals can allocate up to $250,000 annually into this bucket, where
funds grow tax-deferred.

Upon retirement, money can be accessed using a collateralized line of credit, allowing
for tax-free withdrawals rather than taxable income.

Not all insurance policies are structured properly - working with a financial
professional ensures maximum tax benefits and flexibility

4. Rental Properties and Real Estate Investing

©)

Since dividend earners do not have to make mandatory CPP, RRSP, or PPP
contributions, they have more cash available to invest.

This additional liquidity makes real estate an attractive investment strategy, allowing
professionals to build a portfolio of rental properties that generate passive income.
However, it is essential to plan for future mortgage obligations and fluctuating
interest rates.

Pros and Cons of Getting Paid Dividends

Pros:

v Greater Control Over Investments: No forced CPP or RRSP contributions, allowing for
tailored investment strategies.
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v Tax Efficiency: Dividend income is taxed at a lower rate than salary, especially when
combined with a Corporate Fixed Bucket.

v More Money for Investments: Without salary-based deductions, professionals can invest
more into real estate or corporate investment accounts.

Cons:

X No CPP or PPP Contributions: This could be a drawback for professionals who value
predictable, government-backed retirement income.

X No RRSP Eligibility: While RRSPs are not ideal for high-income earners, some professionals
still prefer their tax-deferral benefits.

X Limited Access to Employment Benefits: Since dividends do not count as earned income,
they do not qualify for certain employment-based benefits, such as Employment Insurance (EI).

Choosing Between Salary and Dividends: What’s Best for You?

Ultimately, the best compensation strategy depends on individual goals. Some medical
professionals opt for a hybrid approach, drawing a minimal salary to qualify for government
benefits while paying the remainder of their income as dividends.

Those focused on real estate investing or maximizing corporate tax shelters may find dividends
more beneficial, whereas professionals seeking a predictable retirement structure may prefer
salary-based compensation.

Action Step:

5 Try the Retirement Calculator at TaxFreeMD.ca to see how much your money will be
worth at retirement based on different compensation structures!
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Chapter Seven

Your Top Rich, Fulfilling Life Goals™ Revealed

Overview

In previous chapters, we explored how to structure income efficiently. But financial planning
isn’t just about accumulating wealth—it’s about designing a lifestyle that reflects your values
and aspirations. This chapter focuses on quantifying your Rich, Fulfilling Life™ (RFL™)

goals to ensure financial strategies align with personal priorities.

Defining Your RFL™ Goals

Imagine your ideal life:
= What does financial independence look like to you?
= How much time do you want to spend working vs. with family or traveling?
= What legacy do you want to leave behind?

Your RFL™ goals will determine the financial strategies that make the most sense for your
situation.

Case Study: Reg’s Secure Retirement Plan

Reg, a 41-year-old physician, prioritizes stability and predictable income. He does not want to
take on high-risk investments like real estate and prefers guaranteed retirement income. His plan
includes:
= Maximizing CPP and OAS by drawing a salary.
= Setting up a Personal Pension Plan (PPP) for higher contribution limits.
= Investing in a Corporate Fixed Bucket to receive $140,000 in tax-free income
during retirement.

By structuring his income this way, Reg ensures he will receive over $337,000 annually in
predictable retirement income.
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Aligning Financial Strategies with Lifestyle Goals

1. The Hybrid Approach: Salary + Dividends
o Some physicians, like Joe and Cindy, prefer a mix of salary and dividends to
optimize tax benefits.
o They maximize CPP contributions with a salary while using Corporate Fixed
Buckets for tax-free income.
o This strategy allows them to scale back work hours by 55 while maintaining
financial security.

2. The Real Estate-Focused Approach
o Some professionals, like Dershan, prefer dividend-only income to redirect funds into
rental properties.
o His strategy involves purchasing 5-10 rental properties while simultaneously
funding a Corporate Fixed Bucket.
o This provides a mix of passive rental income and tax-free retirement withdrawals.

Next Steps: Build Your Financial Independence Plan

s Map out your RFL™ Goals at TaxFreeMD.ca and receive a custom report on how to
structure your finances for the future.

Key Takeaways:
= Clarify Your Life Goals: Your financial plan should serve your lifestyle—not the other
way around.
= Match Income Strategy to Goals: Whether you choose salary, dividends, or both,
ensure it aligns with your long-term vision.
= Plan for Financial Independence, Not Just Retirement: Focus on strategies that allow
you to scale back work on your own terms while maintaining financial security.
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Chapter Eight

Investing Principles That Achieve Your Goals

Investing is one of the most critical aspects of financial planning, but it is often misunderstood.
Investing is not about chasing the highest returns—it’s about building a Rich, Fulfilling Life™
with financial security and peace of mind.

This chapter outlines 10 core investment principles that every internationally trained medical
professional should follow to build long-term wealth.

1. Don’t Confuse Being Rich with Being Wealthy
o High income does not guarantee financial security—true wealth comes from assets
that generate passive income.
o Focus on financial independence, not just earning more money.

2. Don’t Spend Everything You Earn
o Earning more does not mean you should spend more—avoid lifestyle creep.
o Prioritize saving and investing before upgrading your lifestyle.

3. Avoid the “Keeping Up with the Joneses” Mentality
o Comparing yourself to others leads to overspending on unnecessary luxuries.
o Your financial plan should be based on your long-term goals, not someone else’s.

4. Prioritize Savings Over Lifestyle Inflation
o Automate savings so that money is invested before lifestyle expenses.
o Consistent saving, even in small amounts, leads to significant long-term wealth.

5. Be Happy with ‘Enough’
o Chasing “more” often leads to excessive risk and financial stress.
o Define your Rich, Fulfilling Life™ and focus on financial stability.

6. Picking Stocks is a Losing Game
o Individual stock picking is risky—most investors underperform the market.
o A diversified, tax-efficient portfolio is a smarter long-term strategy.

7. Expect Your Plans to Change
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o Your financial situation and goals will evolve—your plan should too.
o Regularly review and adjust your investments to stay on track.

8. Behavior Matters More Than Knowledge
o Emotional decisions (panic selling, chasing trends) destroy wealth.
o A disciplined, rational approach will always outperform emotional investing.

9. Different Stages of Life Require Different Investment Strategies
o Young investors can take on more risk, while retirees need stability.
o Align your investments with your financial timeline and risk tolerance.

10. Keep Improving Your Financial Life Plan

o Financial success is built through continuous planning and adaptation.
o A well-structured plan ensures long-term financial independence.

Chapter Nine

Buying Property

Why Real Estate is a Powerful Investment for Medical
Professionals

Buying property in Canada is a proven way to build wealth, but it requires careful planning.
Many internationally trained medical professionals see real estate as a tangible, stable investment
compared to the stock market. However, purchasing real estate the wrong way can be costly.

The Two Biggest Mistakes Homebuyers Make

1. Over-Extending Yourself

Many medical professionals qualify for expensive mortgages and buy homes at the top of

their budget. While this may seem fine at first, the problem arises when:
o Most of your monthly cash flow goes toward mortgage payments.
o You become “house rich but cash poor.”
o Early retirement or financial freedom becomes impossible.
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& Solution:
Instead of stretching your finances to the max, determine a price that allows you to build
wealth through other investments while maintaining a comfortable lifestyle.

2. Falling for FOMO (Fear of Missing Out)
In cities like Toronto and Vancouver, real estate appreciation has been rapid. Many
buyers rush to purchase expensive homes, assuming values will always rise. However,
the real estate market is unpredictable.
@ Solution:
o Don’t get caught up in bidding wars that push prices beyond your budget.
o Invest in properties strategically, with long-term financial goals in mind.

Down Payment Planning

A common challenge for medical professionals is saving for a down payment while managing
taxes.

Since mortgage lenders require at least 20% down, buyers often withdraw large sums from their
Medical Professional Corporation (MPC), triggering significant taxes.

Example:
= A doctor needs $240,000 for a down payment.
= To have $240,000 after taxes, they may need to withdraw $360,000 from their MPC, due
to the 53% personal tax rate.

A Smarter Approach:
= Split withdrawals across two years to reduce the tax hit.
= Use a shareholder loan from your MPC to temporarily fund the down payment, then
repay it later.

Buying Rental Property

With Canada’s growing population and housing shortage, rental properties remain a strong
investment. Many medical professionals prefer real estate over stocks because:

= It’s a tangible asset.

= It offers long-term appreciation.

= It provides passive income in retirement.

However, buying the wrong way can be costly.

The “OR” Method: The Costly Way to Buy Rental Property



The

MD

This is how most people purchase rental properties:
1. Work hard, save money inside their corporation.
2. Withdraw $120,000+ in cash to make a down payment.
3. Pay alarge tax bill on the withdrawal.
4. Their savings are depleted after every purchase, requiring them to start over.

The Problem?
= They must save a new lump sum for each new property.
= They are left cash-poor in between investments.

The “AND” Method: A Smarter Way to Buy Rental Properties

Instead of using cash, medical professionals can borrow against corporate investments to fund
their down payments.

How it works:

1. Save $120,000 inside a Corporate Fixed Bucket.
Borrow $120,000 tax-free using the bucket as collateral.
Use the funds for a down payment without triggering a large tax bill.
Pay interest only on the borrowed amount, keeping more cash available.
Repeat this process to acquire multiple properties faster.

Nl o

Key Benefit: Unlike the OR method, this strategy allows you to buy real estate AND continue
growing your investment accounts.

Case Study: Real Estate as a Primary Investment

Aanya & Hitesh

= Aanya (42) is a pediatrician; Hitesh (47) works in finance.

= They earn $500,000+ combined but had little saved for their children’s education.

= They wanted to invest in rental properties but were paying themselves a salary,
leading to $20,000 in annual deductions to CPP.
Switching to dividends gave them access to more capital for investing.
By using the Corporate Fixed Bucket, they borrowed against their investments and
acquired multiple rental properties while preserving their tax-free retirement income.

=
=

Dividends & Drawbacks of Real Estate

Pros:
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v Real estate builds wealth over time.
v Rental income can provide passive cash flow in retirement.
v Tax-efficient strategies allow for better wealth accumulation.

Cons:

X High mortgage rates may make it difficult to generate positive cash flow initially.
X Property values can fluctuate.

X Capital gains taxes still apply upon sale.

Chapter Ten
University Savings

Overview

University education is a significant financial consideration for most medical professionals,
whether their children pursue medicine or another field. Without proper planning, tuition, room,
and board expenses can place a heavy burden on a family’s finances. This chapter breaks down
the best strategies to save for post-secondary education while maximizing government incentives
and tax-efficient investment options.

Get Free Money: The Registered Education Savings Plan (RESP)

The RESP is the top choice for university savings because it offers free government matching
contributions and tax-free investment growth.
A Registered Education Savings Plan (RESP) is the best starting point because it allows for
government grants and tax-free growth.
= The government matches 20% of annual contributions up to $500 per child per year,
with a lifetime cap of $50,000 per child.
= Withdrawals are taxed in the child’s name (which is usually very low).
= The drawback? RESP funds must be used for education, or penalties may apply.
= Takeaway: Always maximize RESP contributions first to take full advantage of
government grants.
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RESPs Alone Won’t Be Enough

While an RESP is valuable, it usually only covers two years of tuition—Ileaving families to find
additional funding for the remaining costs.

RESP Limitations:
= Contributions do not qualify for tax deductions.
= The total contribution limit hasn’t kept up with inflation.

= If your child was born before you moved to Canada, you might not be able to contribute
the full $50,000.

Whole Life Insurance as a University Fund

A properly structured whole life insurance policy can serve as an alternative savings tool for
education expenses.
= How It Works: The policy builds cash value over time, which can be borrowed tax-free
to pay for tuition.
= Unlike an RESP, there are no usage restrictions—unused funds can later be used for a
down payment, business capital, or retirement.
= The policy remains intact after university, providing a long-term wealth-building tool
for the child.

Other Savings Options

Non-Registered Trust Accounts
= This allows parents to save without restrictions on how funds are used.
= However, once the child turns 18, they gain full control of the funds, which may not
align with parental intentions.

= Takeaway: Useful for savings, but parents lose control when the child reaches
adulthood.

Corporate Investment Account
= Some physicians save for education through their Medical Professional Corporation
(MPC).
= The MPC lends money to the child as salary (for work done in the business) rather than
withdrawing it as personal income.
= Risk: CRA rules may change, making this an unpredictable long-term strategy.
= Takeaway: A corporate savings strategy can work, but it requires careful planning.
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Using a TFSA for University Savings
= TFSAs allow tax-free growth and withdrawals, but they are better suited for long-term
retirement savings.
= With small contribution limits ($7,000/year), they are not ideal as a primary education
fund.
= Takeaway: Use a TFSA only as a last resort for education savings.

Key Takeaways

To fully fund a child’s education without disrupting retirement savings:

1. Max out RESP contributions — Get the government grants first.

2. Use whole life insurance — Provides flexibility and long-term benefits beyond education.
3. Supplement with a corporate/non-registered account — Offers control and liquidity.

4. Keep TFSA savings for retirement — Only use for education if necessary.

A combination of savings tools ensures university costs are covered without jeopardizing
financial security.

1 1 Chapter Eleven
Miscellaneous

This chapter shifts focus from tax and investment strategies to spending on what brings
happiness—travel, charity, and making meaningful financial decisions that align with your Rich,
Fulfilling Life™.

Travel Planning: Smart Budgeting for Vacations

= Plan for annual trips by calculating estimated costs and setting aside cash in a corporate
account.
= Keep funds liquid until needed to avoid unnecessary tax implications.

Planning for Retirement Travel

= Consider long-term travel goals in retirement planning to ensure sustainable income.



The

MD

= Use tax-efficient savings vehicles like a Corporate Fixed Bucket to fund travel expenses
later in life.

Charitable Giving: Maximizing Impact and Tax Benefits

= Instead of donating cash, consider giving appreciated assets directly from your
corporation.

= A donor-advised fund (DAF) allows you to contribute over time while benefiting from
immediate tax deductions.

Leaving a Legacy Through Tax-Efficient Estate Planning

= Proper estate planning ensures that charitable donations are maximized without
unnecessary tax burdens.
= Strategic donations can reduce estate taxes while making a lasting impact.

This chapter reinforces the idea that a Rich, Fulfilling Life™ isn t just about accumulating
wealth—it s about using it wisely to enjoy experiences and contribute to causes that matter most.

Chapter Twelve
Who We Are and How We Help

You’ve made it to the final chapter—congratulations! This chapter reinforces the key lessons
from The Tax-Free MD and introduces how RFL Wealth can help internationally trained
physicians in Canada optimize their financial strategies.

Key Takeaways from the Book

= The Canadian tax system is complicated, but with the right strategy, you can legally
minimize your tax burden.

= Building wealth isn’t about buying random financial products—it requires a structured
Financial Life Plan tailored to your specific goals.

= Most doctors unknowingly lose millions in taxes over their lifetime. The goal is to
protect your wealth by using strategies like dividend income, corporate fixed buckets,
and tax-efficient investments.
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How RFL Wealth Helps You

RFL Wealth isn’t about selling you investments or insurance—it’s about creating a personalized
roadmap that aligns your financial choices with your Rich, Fulfilling Life™ goals. Their process
includes:
= Understanding Your Current Financial Picture: Where you are today, how much
you’re paying in taxes, and what risks you face.
= Defining Your Long-Term Goals: Identifying what a Rich, Fulfilling Life™ means to
you—whether that’s early retirement, paying for your kids’ education, or leaving a
legacy.
= Building Your Financial Life Plan: Structuring your salary, investments, and tax
strategy to legally minimize taxes and maximize your wealth.

Your Next Steps

RFL Wealth offers free tax and retirement planning resources to help medical professionals
gain clarity. Take advantage of these tools:
= Listen to the Podcast: The Tax-Free MD Podcast (formerly Your Rich, Fulfilling Life
Show) at TaxFreeMD.ca/Podcast
= Use the Retirement Calculator: Discover how much your money will be worth in
retirement at TaxFreeMD.ca
= Book a Free Consultation: If you’re ready to take control of your finances, schedule a
FREE Meeting today at StartMyRFL.ca

Final Words

The goal of this book is simple: to help you achieve financial peace while living the life you
love. You’ve worked hard for your money—it’s time to make sure you keep more of it and use
it wisely to secure your future.


TaxFreeMD.ca/Podcast
TaxFreeMD.ca/calculator
startmyrfl.ca
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