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It’s finally spring! I’m not sure how you’ve felt the past few 
months, but I had a recurring role in the movie Ground-

hog Day. Despite the challenges we’ve all faced, it’s now 
time to spring forward as the days become longer, brighter, 
and warmer. It’s time to shed our old patterns of thinking 
and embrace new ones. Spring is the season to plant the 
seeds of change, toil over them and watch them blossom 
into great new ideas with even better results. This volume 
of the Professional Advisory is the “starter mix” for your 
professional growth as it brings fresh perspectives on how 
to view your practice.

The article, “What Does the Public Look for in Choosing 
a Dental Office?” by Dr. Weintraub discusses the factors 
that potential patients weigh before making a long-term 
commitment to our practices. As such, it is important to 
understand their viewpoint and make necessary tweaks to 
ensure the practice continues to grow.

While our practices grow and become more profitable, our 
tax burdens are likely to increase. David Chong Yen outlines 
ways in which you can reduce the taxes owing in his article, 
“Using Income Splitting Techniques as Tax Saving Strategies”.

Gerry Crandles’ “Understanding Practice Valuations” 
helps make sense of the common terms we come across in 

analyzing practice valuations. They are an essential part of 
the tool kit for buying and/or selling dental practices.

For those looking ahead to new adventures after retire-
ment or for new opportunities, David Rosenthal’s “Legal 
Checklist to Sell a Dental Practice” is must-read. He high-
lights the important elements that should be in place 
before deciding to sell a practice to clear the weeds and 
help the process move ahead smoothly. 

Everyone has his/her own timeline and reason for sell-
ing a dental practice. However, it is important to know 
when to sell to ensure financial stability for the long-term. 
Luckily, Mark McNulty outlines great strategies for you to 
consider in his article, “When Should I Sell My Practice?” 

Finally, “What You Must Know About Your Lease Term” 
by Ian Toms explains the salient aspects of the lease term. 
This is crucial to understand for potential vendors, purchas-
ers and those wishing to extend or renegotiate their terms. 

Spring naturally brings with it more optimism. We have 
renewed energy to work on our personal and professional 
goals as we look forward to some relaxed summer days. It 
is our hope that you will find this issue of the Professional 
Advisory insightful and helpful in cultivating the growth of 
your practice and your dreams. ❚

Dr. Suham Alexander
B.Sc., DDS, MBA 

Notes from the editor:
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The saying “You are only as strong as your weakest link” 
suggests that for those in dental practices careful anal-

ysis of each aspect of a well-functioning office is required. 
In addition to the reputation of a competent dentist and 
professional staff, potential patients evaluate the facility in-
cluding several factors that contribute to a welcoming atmo-
sphere before they commit to their affiliation such as an in-
viting environment, efficient office protocols, fulfillment of 
personal needs, and a staff which reflects the patient base. 

Creating a Welcoming Environment      
After designing the physical layout and supplying the com-
forts of the office to create a welcoming ambiance, staff-
ing the team requires thought. A recent survey of patients 
revealed that their priorities in establishing criteria for 
support staff to contribute positively to the success of the 
practice. Some of these factors included an affordable envi-
ronment, the assumption of having current equipment, and 
affordable in-house payment plans. Affordability is high 
on the list especially when television reports that 23% of 
people do not get oral healthcare because of cost. Prospec-
tive patients also want to believe the team promotes the 
increased effectiveness of moving dentistry forward to facil-
itate cost-effective treatment. 

Most importantly, patients expect a clean environment. 
Although cleanliness has always been a priority, COVID-19 
exacerbated this important practice and extra steps are, now, 
necessary to give patients confidence they are being cared 
for in a safe environment. Offices have only one opportuni-
ty to create a first impression upon entering the welcoming 
area; therefore, the visual should reflect a well-organized, 
neat, and clean space. Continuing the practice of the past 
two years, hand sanitizers placed in strategic locations for 
patients and staff promote ongoing patient safety. 

Offering a complimentary visit to the office before any 

examination is scheduled welcomes and assures potential 
patients that the marketing interface and external operation 
correlate and reflect the office’s attempt at fulfilling their 
oral healthcare needs. 

Determining What Patients Want
Today, patients survey the internet for practitioners before 
seriously considering their potential office of choice. For 
that reason, the website, signage, and physical office space 
need to reflect the practice philosophy, the attitude of the 
office, as well as the team. 

Potential patients want to know who is going to oversee 
their care. As a comfort to them, a visual of support staff 
names along with a photograph will help introduce them. 
Potential patients also want to know owner/operator’s val-
ues with whom they can identify. Should the office have 
outside exposure, a sign in the window should advertise 
the facility’s practice philosophy. The website, signage, 
and physical office should correlate. One popular concern 
patients expressed in the survey was they want to choose an 
office where they were confident that their needs are para-
mount and do not just “fit in” with office routine.   

Hiring Factors Related to Staff
Another important facet of potential patients’ initial vis-
it is demonstrating a friendly, confident, experienced, 
and organized team who communicates with prospective 
patients and understands their needs. Potential patients 
want to see the support team’s importance to the den-
tist’s function and reputation as well as the integral role 
the team will play in their own commitment to the office. 
Candidates for available positions need to understand the 
responsibilities of the work; therefore, detailed written job 
descriptions is a priority. At times, a candidate may bring 
a fresh perspective or new idea to enhance the office’s 

What Does the  
Public Look for In  
Choosing a Dental Office?

Dr. Ron Weintraub
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current protocols. Listening to candidates’ skill set opens 
opportunities to augment the job description which ben-
efits the office. 

Keeping in mind that establishing and maintaining a 
positive relationship with patients is a priority, the practice 
of assigning a team member with effective communication 
skills to follow up on patients’ well-being after invasive pro-
cedures has a positive effect on patients. When staff can use 
all their skills to enhance the job description, they enjoy 
growth; thus, it creates a positive working environment for 
them. It is more beneficial to retain existing staff than to 
acquire new ones.

Finally, in areas of a dominant cultural immigrant popu-
lation, wisdom prevails when hiring staff who speak the cul-
tural language to lessen barriers and open doors to referrals.

Once a team is formed, communicating to each member of 
the team that their contribution to the areas’ profitability will 
result in professional and financial benefits is essential. This 
benefit may mean receiving a percentage of the increased 
profitability in terms of a bonus and as working as a team. 
Another incentive for the team is offering professional devel-
opment on role enhancement or Ontario Dental Association 
seminars. One team member in each department may be 
asked to set up a system where he/she is the direct contact 
with the office decision-maker. In initiating incentives for the 
team, the owner shares his/her professional values and prof-
its with staff without giving up actual equity.

Addressing Support Staff Challenges
Recently, dealing with the availability of competent sup-
port staff has become a challenge because COVID-19 has 
resulted in a shortage of available personnel. Many clients 
are experiencing the lack of trained and experienced candi-
dates to fill openings. 

From dental professionals’ perspective, candidates for 
openings lack work ethic that has some making interview 
appointments but neither showing up nor calling to can-
cel. The two-year pandemic has played a large role in the 
population of dental staff and has changed many interfaces. 
One thing has become apparent: it has stimulated a listing 
of practices of middle aged 55-65 years old dentists to sell 
their practices frequently to possibly one of the three major 
dental corporations with the motive of cashing out without 
the hassle of making necessary changes for profitability and 
sustainability as an ongoing enterprise. This allows many 
more practices to have the marketing clout that a larger enti-
ty can bring to bear. 

In summary, reflecting on the importance of factors 
potential patients use when choosing a new practice, den-
tists should consider which patient wishes could be show-
cased and fulfilled in the practice that would maintain new 
patient flow. Most importantly, prevention of disease is the 
goal rather than costly invasive repairs. From a budget per-
spective, emphasizing prevention instead of remediation, 
leads more people to access necessary office exposure. ❚

Please send comments to drronips@rogers.com

Ron Weintraub is a founding partner with the Bayview Village & Downtown Dental Associates and brings over thirty-five years of 
knowledge and experience in the practice of general dentistry to The Professional Advisory. Large companies such as Patterson 
Dental, Ash Temple Ltd, Henry Schein Arcona, & the former Canadian Dental Co. have benefited from his insight. As owner of Inno-
vative Practice Solutions, Ron advises dentists on practice enhancement, practice purchases, sales, location evaluations, associate 
buy-ins, and business mergers. Dr. Weintraub can be contacted at 416-473-9358 or drronips@rogers.com.

Potential patients want  
to see the support team’s  
importance to the dentist’s  
function and reputation.
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Income splitting techniques help save taxes. So, what is 
income splitting, exactly? Usually, income is splintered 

or split with family members who are in lower tax brackets. 
This article will illustrate how tax savings can be achieved 
using various family members in the tax savings game.

 CASE 1 
Option A

DDS receives salary .......................................................................$170,000

DDS pays taxes (A) ...........................................................................$54,000

Option B

DDS receives salary .......................................................................$100,000

DDS pays taxes .................................................................................$22,000

Spouse receives salary ....................................................................$70,000

Spouse pays taxes ............................................................................$13,000

Total taxes paid (B) ..........................................................................$35,000

Taxes saved (A) – (B) .......................................................................$19,000

Traps to avoid: 
If the salaries paid to family members are unreasonable, 
then the tax deduction could be denied. Even worse, the 
recipient would still be taxed on the amount received result-
ing in double taxation.

Tips: 
Split income with family members but pay them a reason-
able salary (i.e., what would be paid to a stranger for doing 
similar work).

 CASE 2 

Option A

DDS receives non-eligible dividends ............................................$100,000

DDS pays taxes (C) ...........................................................................$16,500

Option B

DDS receives non-eligible dividends ..............................................$50,000

DDS pays taxes ................................................................................... $3,500

Spouse receives non-eligible dividends .........................................$50,000

Spouse pays taxes .............................................................................. $3,500

Total taxes paid (D) ............................................................................ $7,000

Total taxes saved (C) – (D) ................................................................ $9,500

Traps to avoid: 
Ensure spouse works a minimum of 20 hours per week on 
average at the practice throughout the year. 

Tips: 
An individual can receive $40,000 in non-eligible dividends 
assuming they have no other income and pay personal taxes 
of about $1,500.

Ensure your corporation is set up in a manner which 
facilitates dividend payment to family members.

Using Income Splitting  
Techniques as Tax Saving Strategy

David Chong Yen
CPA, CA, CFP
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 CASE 3 

Option A

DDS is the only equity shareholder

DDS sells practice (Dentistry Professional Corporation – DPC) 
shares for $2.7M

DDS pays taxes (E) .........................................................................$450,000

Option B

DDS, spouse and 6-year-old child own equity shares of DPC; 
child owns shares from day she was born

DDS, spouse and 6-year-old child sell practice 
(DPC shares) for $2.7M to unrelated party

DDS, spouse and child pay taxes (F) ........................................................$0

Total taxes saved: (E) – (F) ...........................................................$450,000

Traps to avoid: 
1. The spouse and child must own shares for 2 years or lon-

ger.
2. Only the appr eciation since the time the spouse and 

child became shareholders will be sheltered from taxes. 
3. Speak to your accountant to ensure your DPC’s shares 

qualify for the Lifetime Capital Gains Exemption (LCGE)

Tips: 
The sooner you add your spouse and children, the sooner 
you may be able to save taxes when you sell your DPC shares.

 CASE 4 

Option A

DDS, at highest tax bracket, (earning more than $220,000),  

invests $100,000 personally and gets 10% return .......................$10,000

DDS pays taxes (G) ............................................................................. $5,350

Option B

DDS lends $100,000 to 18-year-old child, at the prescribed interest rate 

of 1% (prescribed rate as of March 31, 2022) (Y) ........................... $1,000

Child invests $100,000 at a 10% return (X) ...................................$10,000

Child’s income (X) – (Y) ...................................................................... $9,000

Child’s taxes (H) ..........................................................................................$0

DDS taxes on interest income from child $1000 @ 53.5% (I) .......... $535

Taxes saved (G) – (H) – (I) ................................................................. $4,815

Trap to avoid: 
This tax savings maneuver does not apply if the child is 
under 18 years old.

Tips:
1. This tax savings maneuver could be done with a spouse, 

where a spouse in higher tax bracket lends to the spouse 
in a lower tax bracket

2. Document and put the terms of the loan in writing.

Tax saving opportunities using family members who are in a 
lower tax bracket still exist and can be very useful in reduc-
ing tax burdens. ❚ 

Using Income Splitting  
Techniques as Tax Saving Strategy

Please send comments to david@dcy.ca

This article was prepared by David Chong Yen*, CPA, CA, CFP, Louise Wong*, CPA, CA, TEP, Basil Nicastri*, CPA, CA and Eugene 
Chu, CPA, CA of DCY Professional Corporation Chartered Professional Accountants who are tax specialists* and have been advising 
dentists for decades. Additional information can be obtained by phone (416) 510-8888, fax (416) 510-2699, or e-mail david@dcy.ca / 
louise@dcy.ca /  basil@dcy.ca / eugene@dcy.ca . Visit our website at www.dcy.ca.  This article is intended to present tax saving and 
planning ideas and is not intended to replace professional advice.

Tax saving opportunities using family members 
who are in a lower tax bracket still exist and can 
be very useful in reducing tax burdens. 
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There comes a time in most dentist’s lives when they 
need to or should understand practice valuations 

whether they are selling a practice, buying a practice, or 
planning to exit the profession in the future.

Commonly Used Terms
EBITDA (Earnings Before Interest, Taxes, Depreciation, 
and Amortization) – This number is usually calculated after 
an allowance for dentist’s remuneration typically 40% for a 
general dentist or 50% for a specialist.

Normalized Net Income – Refers to the income after 
non-recurring, unusual or discretionary items that do not 
affect the core business operations are removed. Example of 
items that would be normalized include, but are not limited 
to automobile expenses, travel, an excess number of con-
ventions, personal insurance, interest, and bank charges 
that are out of the ordinary etc.  It is imperative that you have 
someone on your team validate these normalizations. 

Debt Servicing – Usually, the banks do a quick check as a 
rule of thumb.

They take the value of the practice, divide by the number 
of years of the term of the loan and add an interest factor.  If 
a practice is valued at $1,000,000, they divide that by 10 or 12 
years (depending on the institution). Let’s use 10 years for 
easy math and 3% simple interest rate.

Then, the yearly principal would be $1,000,000/10 
=$100,000 and the interest would be $30,000. So, the month-
ly payment would be $130,000/12 = $10,833 per month

This is how much profit you would need to generate 
before paying yourself a dollar.

From the vendor’s perspective, if your practice is not gen-
erating enough profit to cash flow the debt servicing, you 
may not get what you want or what you think your practice 
is worth.
You can see that as interest rates rise, the debt servicing obli-
gation increases the downward pressure on practice values 
in the future.

Demolition Clauses – To mitigate risk, banks will divide 
the purchase price by the number of years left before the 
demolition clause kicks in unless you have a back-up plan 
to relocate those patients to a nearby facility if the clause is 
exercised.  It is highly recommended that you consult with a 
realty lease expert before you need to renew.

This clause increases your monthly payment so it may 
not “cash flow” to your lender’s satisfaction.

Discounted Cash Flow – This is a valuation method used 
to estimate the value of an investment based on its expect-
ed future cash flows. This method projects the net income 
stream after deduction of an owner/operator’s annual sal-
ary and professional corporate tax, for a prolonged period 
into the future. A salvage value is also estimated for the 
practice at the end of this period. These amounts are then 
discounted to today’s dollars based on a rate representative 
of the perceived risk levels of investing in dental practices. 
The discount rate is a function of current economic forecasts 
in the area and prevailing interest rates achievable in other 
investments. Each practice has its own unique discount rate 
and a discount rate from one practice should not be applied 
to another practice to determine its value.

There are also several misconceptions about practice valua-
tions which are, at times, overly simplistic or inaccurate.

“My practice is worth x% of my gross” – It could be but, in 
many cases, it could be too high or too low. There are fluctu-
ations ranging from as low as 50% (some specialist offices) 
to as high as 250% (some startups). A hard and fast number 
just does not exist in the real-world. A range could be given 
for a certain subset of parameters, but the work needs to be 
done to narrow it down to get a true fair value. 

“My practice is worth X times multiple” – What is included 
in the numerator and what is included in the denominator?

Multiple refers to the price/earnings multiple (P/E) and 
is the price or value of the practice divided by the normal-

Understanding  
Practice Valuations

Gerry Crandles
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ized net income or earnings (after tax) of the practice.  Many 
people confuse the after-tax and the pre-tax normalized net 
earnings, so they are not comparing apples to apples.

The P/E multiple is an excellent starting point, but it does 
not reflect the true value of the practice and should not be 
used to value the practice. This number is derived after the 
practice is valued and can be deceptive. This number does 
not cause or create value.

Scenario – Dr. Jones knocks on your door and wants to buy 
your practice. He has you sign a non-disclosure agreement, 
does his/her own normalizations, and offers X times mul-
tiple of the number he came up with.  This could lead to a 
huge discrepancy in the value of the practice. 

“My practice is worth X times free cash flow” – This is nor-
mally the value of the practice divided by the normalized 
net income before doctors’ remuneration, debt servicing 
and income tax. What items are included or omitted?

Goodwill equals one year’s gross billings. A stopped clock 
is right twice a day – Each office is unique and has its own 
set of circumstances that can be compared to other sim-
ilar practices and adjustments to the model can be made. 
Valuations are mostly objective but have some subjective 
elements. Objective elements are items that can be proven 
such as gross billings, # of active patients seen in the practice 
in a specified time, velocity (growth of production year over 
year), salary and rent percentages, remaining economic life 
of assets such as equipment, leasehold improvements, and 
consumable supplies, etc. In contrast, subjective elements 

address the Practice Specific Risk (PSR) of a particular prac-
tice. Some of these factors include location, volatility and 
trends of revenues and earnings, reliance on key personnel 
whether it is the principal dentist, office manager or other 
team members, competition, and procedure mix.

Sustainability and reproducibility are also words often used 
to describe a practice.

Is the production and therefore, future net income repro-
ducible and sustainable?

If the vendor dentist places many implants or does endo 
or ortho and the purchasing dentist does not, the revenues 
and therefore, the profits are at risk.

Conversely, if the vendor does not do these types of pro-
cedures and the purchaser is able to provide these other 
procedures, there is an opportunity to grow the practice 
organically from the existing patient base.

The bottom line: Do your homework, learn, and use 
multiple ratios to analyze a practice’s worth.

A deal only transpires when a willing vendor sells to a 
willing purchaser. ❚ 

Please send comments to gerry.crandles@ppsales.com

Gerry Crandles, Partner, Sales Representative, Gerry has spent 29 years in the Dental Industry focusing on Practice start-ups, re-
locations and high tech equipment, winning numerous sales proficiency awards across North America. Gerry holds a Bachelor of 
Arts (Economics) from Western University and has the proven business development skills to provide valuable advice and practical 
solutions for Dental Professionals. His extensive knowledge of the business aspects of Dentistry, coupled with his vast network of 
Dentists, accountants, lawyers, contractors and dental industry contacts will ensure he earns the trust and confidence of both Buy-
ers and Sellers of dental practices.

A deal only transpires 
when a willing vendor 
sells to a willing 
purchaser. 
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I n volume 95 of The Professional Advisory, I wrote about 
legal matters when purchasing a dental practice. This ar-

ticle focuses on legal issues when selling a dental practice.  
There are many legal issues to consider. Ideally, these 

matters should be dealt with early in the sale process. This 
will enable you, the vendor, to make informed decisions 
about the nature of the sale transaction and to help avoid 
costly problems later. Outlined below is checklist of some of 
the legal matters to consider when selling a dental practice.

1. Retain an industry recognized professional appraiser to 
conduct a detailed appraisal and valuation of your practice.

2. Determine what you are selling – shares or assets.

3. Review the appraisal carefully with your accountant to 
determine the allocation of purchase price and to assist 
in finalizing the purchase price.

4. Understand the tax effects of the allocation of purchase 
price to different asset classes if selling assets.

5. If you have an existing dentistry professional corporation, 
ensure the minute book and corporate filings are current.

6. If you do not have an existing dentistry professional cor-
poration, consider forming such a corporation before 
closing and sell shares to take advantage of the capital 
gains exemption.

7. Review your cost share agreement or partnership agree-
ment, if applicable, and determine if you are required to first 
offer to sell your practice to your cost sharers or partners.

8. Understand your rights and obligations (and purchaser 
rights and obligations) in the definitive legal purchase 
and sale agreement including any post-closing vendor 
liabilities.

9. Review your existing arrangements with the current 
associates working at your practice, including:
a)  Do proper written agreements exist?
b) Are associates bound by non-solicitation and 

non-competition covenants?
c) Can the associate agreements be transferred to the 

purchaser?

10. Carefully review your premises lease to determine:
a)  that the term of lease is at least 10 years, including 

renewal options (the purchaser and purchaser bank 
will typically require at least 10 years).

b)  the options to renew the lease. Is rent to be fair 
market rent as mutually agreed by the landlord and 
tenant or failing agreement by arbitration?

c)  what ‘danger’ clauses exist in the lease including:
i. Relocation – landlord’s right to relocate the 

practice within the building or plaza.
ii. Demolition – landlord’s right to terminate the 

lease early if the building is to be demolished or 
substantially renovated.

iii. Termination – landlord’s right to terminate the 
lease when the vendor sells the practice and 
requests landlord consent to transfer lease to 
purchaser.

iv. Vendor liability after the sale of the practice - typ-
ically leases do not release the vendor from obli-
gations under the lease even on a practice sale.

Legal Checklist to  
Sell a Dental Practice

David E. Rosenthal
BA., LL.B.
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d) what the negotiations are regarding the next renew-
al term with your landlord. As part of that renewal 
process include making changes to the premises 
that will enhance the value of the practice and limit 
the vendor liability after sale.

11. Review your equipment leases to determine early buy-
out rights and penalties (purchasers typically expect to 
acquire all assets free and clear of any lease obligations).

12. Carefully review all staff arrangements you have, including:
a) Are there proper written agreements for all staff 

(dental hygienists, chairside assistants and others) 
working at the practice?

b) Is notice to terminate an employee limited to the 
Employment Standards Act (Ontario) minimums or 
does common law extended notice periods apply?

13. Introduce proper written agreements with all staff 
at least two years before a sale if you have only verbal 
agreements with your staff. 

14. Determine if the purchaser will retain all staff after clos-
ing and on what terms:
a) Understand the vendor’s legal obligations regarding 

staff after closing.
b) Typically, if a purchaser terminates any staff after 

closing, the vendor is required to pay half of the 
staff termination costs for three months after the 
closing date.

15. Understand that the purchaser will require the vendor 
not to solicit patients after closing and not to compete 
with the purchaser within a defined geographic dis-
tance for a certain period of time after closing.

16. Consider whether you wish to remain on as an associate 
after closing and on what terms and conditions. Typical-
ly, a vendor can expect to be paid 45 per cent (not 40 per 
cent) of collected billings. 

17. Hire industry recognized professional advisors who 
focus on advising dentists in transitioning and selling 
dental practices. ❚

Please send comments to david@drlaw.ca

David Rosenthal is a senior lawyer with Spiegel Rosenthal Professional Corporation whose practice is devoted to corporate, commercial 
and business law, with special emphasis on advising dentists. He can be reached at (416) 865-0736 or e-mail to david@drlaw.ca.
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terms and conditions. 
Typically, a vendor 
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per cent) of collected 
billings. 
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I have heard from many dentists that it has never been as 
difficult to be a practice owner as it is today. The good 

news is that your dental practice is likely worth a great deal 
of money. Many dentists are thinking of selling. Most are 
not ready to retire and still enjoy dentistry, but they are still 
considering selling. After all, you don’t need to own a dental 
practice to practice dentistry.

So, what do you need to know in order to answer the 
question, “When should I sell my practice?” 

Before you begin to investigate whether you are in a position 
to consider selling, you need to resolve the following questions:

1. If I sell, will I be able to fund my lifestyle costs without 
the income from the practice? 

2. What is my practice worth? 
3. Am I eligible for the lifetime capital gains exemption 

(LCGE)? If not, what do I need to do to make the shares 
of my professional corporation eligible? You can get 
answers to these questions from your accountant.

4. How much income tax will I have to pay on the practice 
sale? Even if you can claim the capital gains exemption, 
there may still be taxes owing on the sale.

5. How will I invest the proceeds of my practice to fund my 
lifestyle?

For the purposes of this article, I will focus on the first and 
last questions. 

If I sell, will I be able to fund my lifestyle costs 
without the income from the practice? 
The only way to answer this question is to run scenarios spe-
cific to you. For discussion purposes, my team put together 
the chart below. It is difficult to speak in general terms about 
how much one can afford to spend in retirement without 
accounting for the income taxes owing on RRSPs and money 
inside of a corporation. Most of the dentists we work with 
have more than $3 million saved in tax-deferred accounts. 
The fact that they will have to pay income taxes on this mon-
ey when they withdraw it has a big impact on the projections.

The table below is a matrix to show how much one can 
afford to spend in retirement based on varying amounts of 
tax-deferred and tax-paid savings. 

 Retirement Savings Need

 $150,000 $175,000 $200,000
 Annual Annual Annual
 Spending Spending Spending

75% Tax-Paid
25% Tax-Deferred $3.4 Million $4.0 Million $4.6 Million

50% Tax-Paid
50% Tax-Deferred $3.6 Million $4.3 Million $5.0 Million

25% Tax-Paid
75% Tax-Deferred $3.9 Million $4.6 Million $5.4 Million

Mark McNulty
BA, CIM, CFP

Financial Planning:
When Should I Sell My Practice?
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If you had $3.6 million (including the sale of your practice) 
and half of it was in tax-deferred savings, you could afford 
to spend $150,000 per year, after-tax and indexed for infla-
tion. (Note: It is strongly recommended that you work with a 
professional to run your own projections. These figures are 
for discussion purposes only.)

How will I invest the proceeds of my practice to 
fund my lifestyle?
For your nest egg to outpace inflation, you’ll need expo-
sure to the stock market. Other types of investments such 
as bonds, GICs, and annuities are simply paying too little to 
keep pace with inflation. 

I have learned two valuable lessons while managing 
money for dentists over the past twenty years. 

1. Investing at this stage is not about getting the best 
return, it’s about getting the most consistent return.

2. The greatest risk you face isn’t that the stock market will 
decline. Rather, it’s that the stock market will decline, 
and you’ll need to sell to fund your retirement.

One way to mitigate the riskiness of the stock market is 
a solution we came up with at McNulty Group called the 
Four-Year Rolling Reserve. We looked at the rolling annu-
al returns of various stock markets since 1950. We found 
that while there were many corrections and crashes in 

this period, the various stock markets remained in a neg-
ative position for more than four years for only a small 
percentage of time.

What does this mean? If you set aside sufficient money 
for four years of spending in low-risk liquid assets, you can 
lessen the risk you’ll be forced to sell at an inopportune time.

In conclusion, if you have enough money to retire, perhaps it 
is time to consider selling your practice. While owning a den-
tal practice is a great investment, it also requires a great deal 
of your time and energy. Given that practice values are near 
all-time highs, it might be worth investigating your options. ❚

Information in this article is from sources believed to be reli-
able; however, we cannot represent that it is accurate or com-
plete. It is provided as a general source of information and 
should not be considered personal investment advice or solic-
itation to buy or sell securities. Raymond James advisors are 
not tax advisors and we recommend that clients seek inde-
pendent advice from a professional advisor on tax-related 
matters. The views are those of the author, Mark McNulty, 
and not necessarily those of Raymond James Ltd. Investors 
considering any investment should consult with their Invest-
ment Advisor to ensure that it is suitable for the investor’s cir-
cumstances and risk tolerance before making any investment 
decision. Raymond James Ltd. is a Member Canadian Inves-
tor Protection Fund.

Feedback can be sent to info@mcnultygroup.ca

Mark McNulty is a Senior Wealth Manager with McNulty Group of Raymond James Ltd., a firm responsible for managing $500 
million of retirement savings for Ontario dentists. In addition to writing two books on retirement planning for dentists, Mark is the 
creator of the new video series, “How smart dentists sell their practices and win in retirement”. In 2021 Mark was recognized by The 
Globe and Mail as one of Canada’s top wealth managers. For more information, visit www.mcnultygroup.ca

If you have enough money to retire, perhaps it 
is time to consider selling your practice. 
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T his article provides details that every tenant must know 
about their lease term.

Time is the essence of your lease. In a lease, the landlord 
agrees the tenant may use the premises on certain terms 
over a defined period. This period of time, which often 
includes optional periods, is referred to as the term.

Most lease terms are five (5) years, although a lease term 
can be any period of time. Other than the period of time, the 
only other technical quality the term must have is a certain 
date with a known beginning and end point. 

As a tenant you will want to build structure around your 
lease term to accommodate and manage your tenancy. 

1. Term commencement. You will want your term to com-
mence only after you have had the time to build out your 
premises. The key issue here is that the rent should not 
begin until you have some cash flow regardless of whether 
the term has commenced or not. 

2. Total term plus extension length. Ideally, you will want 
your term length to be long enough to accommodate your 
anticipated tenancy event horizon (see Professional Adviso-
ry Issue 95) without impairing your ability to manage your 
premises. In short, your term plus option period should be 
longer than the number of years you plan to practice, plus 
the time a purchaser requires to amortize a purchase loan – 
which in total could be 30 years plus 10 years or a total of 40 
years or more. 

Because you want to have the option to stay for a lengthy 
period, but not the obligation, you should set up an initial 
term, plus successive options to renew or extend the term, 
which overall, equal the event horizon. 

A lease can have as many options to extend as the parties 
agree to. Typically, like the initial term, the options are for 
periods of five years. If the lease is for a premises which is 
one of several premises being leased at a property, the total 
number of years can be more than 21. However, most land-

lords will not agree to a “term plus option” sum of more than 
20 years because they do not know what the conditions will 
be that far into the future. At the very least, they will insist on 
some mechanism to terminate, instead of extending, if the 
total potential lease term length is too long.

3. Term structure. The initial term should be four years, 
with a few subsequent options, the first being one year 
because CRA permits depreciation of leasehold improve-
ment costs over the first term plus option but not less than 
five years. Tenants can exercise the first option at the time 
the lease is executed. This approach accelerates deprecia-
tion to a five-year period instead of 10 or 15 years giving the 
tenant the use of the development funds instead of CRA for 
an additional 10 years.

4. Operable term extensions. Term extension options must 
be operable. Essential features include:

a) The ability to assign all options to a successor. There is 
no point in an option which cannot be transferred to a 
successor.

b) The understanding that during each option period, 
all terms and conditions of the lease remain the same 
except base rent which is to be set at the fair market 
rates. You do not want to face unreasonable rental rates, 
a new lease document, a forced renovation, or differ-
ent business terms and conditions during any option – 
unless you want to!

c) The fact that each option must have a certain operable 
mechanism. Specifically, each option must 

i. be date certain, and 
ii. have an “in case of disagreement on the rate” 

mechanism that enables the parties to resolve the 
rental rate. Usually arbitration is the “showstop-
per” in this case, but there are other more efficient 
mechanisms. 

What You Must Know  
About Your Lease Term

Ian D. Toms B.Sc. (Hons)
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5. Early termination negates term length. The lease must 
not contain a provision whereby the landlord can terminate, 
except for default. Otherwise, the options are of little value, 
and the “term” is the length of the early termination notice 
period. Typical early termination reasons tenants should 
avoid include:

- the landlord wants to remodel part or all the develop-
ment,

- redevelop the property, 
- sell the property, or 
- terminate the lease as an alternative to assignment. 

All these flaws are toxic to a tenant.

6. Sharing in value for long term length. Many landlords 
understand that a long term length determined by term 
extension options improves the sale value of the tenant’s 
operation, and at the same time limits the landlord’s ability 
to manage their property. For example, a tenant lease with a 
long event horizon will prevent a landlord from selling to a 
developer and enable the tenant to sell at a premium. These 
landlords will often look for return in value through a higher 
rent or simply refuse to grant options without a mechanism 
to terminate. This is a clear case of conflicting needs.

7. How to manage term length. In some cases, there is no 
solution to provide a long potential term length; the term 
plus option period is less than the ideal event horizon and 
the tenant needs to manage their affairs accordingly. In other 
cases, landlords will “negotiate” a trade of value for option-
al term length which leads to a process of negotiation. For 

example, agreeing to a rent set above market value in each 
option period in exchange for each option effectively buys 
options. In other cases, crafty solutions can be used to resolve 
the issue. For example, one landlord we deal with does not 
provide options to extend so we set up a mechanism which 
says that if the lease is assigned then the term is automatically 
extended by the period of time which has passed in the then 
current term. So, if the lease is assigned in year nine of a ten-
year term, the successor has an automatic ten-year extension.

The best advice we can provide is to pay strict attention 
to your lease term! Take the term seriously! The term plus 
option timeline determines the value of your practice. You 
must pay strict attention and manage your affairs according-
ly. Trying to save a few dollars in professional fees could cost 
you hundreds of thousands of dollars. You need to retain 
someone who has both the experience and ability to set up 
term length in your offer to lease and lease and administer 
your options each time throughout your tenancy. ❚

The best advice 
we can provide is to 
pay strict attention to 
your lease term! Take 
the term seriously! 
The term plus option 
timeline determines the 
value of your practice.

Please send comments to info@realtyleaseconsultant.com

This article was prepared by Ian D. Toms, Jennifer Madgett, Jo-Anne Merchant and Colleen Collins of Realty Lease Consultants Inc. 
who as lease consultants have advised dentists for over 26 years. Additional information can be obtained by calling 877 216 1013 
or by emailing colleen@realtyleaseconsultant.com. Visit our website at www.realtyleaseconsultant.com. This article is intended to 
provide planning ideas and is not intended to replace professional advise.
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