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On a recent vacation in Barbados we were 
wandering through one of its larger shop-
ping areas and I was fascinated to see a 
number of people wandering around 

with YOLO imprinted on their on their 
T-shirts. I suppose it can be attributed to 

my age, or possibly I’m just not aware of a lot of things going 
on in today’s busy world, but I just couldn’t relate to what 
YOLO meant.  The answer came to me all of a sudden when 
we passed a store’s clothing section and there on display 
were quite a number of YOLO shirts and even a couple with 
the acronym spelled out, You Only Live Once.  Sure, now 
it came to me – I’ve heard the expression numerous times 
down through the years but not in its YOLO form. 

But then another event brought YOLO even closer.  Upon 
arriving home and watching the Sochi Olympic Games I 
was drawn to the snowboarding events and watched ex-
cerpts of Louri Podladtchikov, representing Switzerland, 
land his famed YOLO flip to win the men’s halfpipe gold 
medal. Upon investigating a little further I was able to find 
that Podladtchikov invented the YOLO flip which in snow- 
boarding language is a switch frontside double cork 1440 
– whatever that means!

The whole coincidence of two YOLO events coming to-
gether within days of one another got me thinking that 
“Sure, that’s certainly  one true concept – whether personal 
life, family life, dental practice, the whole world – You Only 
Live Once.” So you had better make the best of it!   And as of-
ten happens, my mind reverts to the message and direction 
that The Professional Advisory is attempting within each 
issue.  It is saying, “You Only Live Once and we at the PA 
are doing the best we can to make your life in dentistry the 
success you deserve.”

The world of taxation is so often one where making wise 
decisions poses numerous problems. David Chong Yen and 
Louise Wong in their “Income Splitting” the Difference” 

certainly helps dentists make the right decisions.  And in 
the complex world of Lease Assignment Ian Toms takes 
dental tenants on a step by step process so you negotiate 
assignment provisions carefully – because like YOLO, you 
don’t always get a second chance. Mark McNulty revisits 
How Does Investing Change in Retirement and encourages 
readers to test their “sequence of return risk” because min-
imizing this risk is of paramount importance for outliving 
your money.  

In Associate Agreements – Part 4, David Rosenthal con-
tinues on with the aspects of the legal contract that clearly 
and wisely detail arrangements between the dentist who 
owns the practice and the dentist hired to work within it.  
The right choices are vital – YOLO.  Ron Weintraub in The 
Increasing Impact of Technology on Everyday Dental Prac-
tice presents an excellent  review of the ground breaking 
innovations dentists have experienced over the years, and 
because You Only Live Once, you must choose judiciously. 
Within his Finding and Being a Mentor David Lind wisely 
suggests that in order to enjoy productive and successful 
mentor/mentee relationships, the buyer and seller must 
share similar philosophies.  And he so sincerely points out 
how fortunate he was to have such a meaningful mentor/
mentee relationship with Professional Advisory founding 
member, Graham Tuck, who recently passed away very 
suddenly of a heart attack. 

Yes, whether it’s on your T-shirt or part of any of your 
daily activities there’s no doubt that YOLO is an important 
aspect to keep in mind.  Do the very best you can – You Only 
Live Once!

“The Professional Advisory consists of a group of six independent professionals who provide services  
to the dental profession, each of whom specializes in a different field. They have gathered to keep each 
other informed of the latest developments relating to the profession, and to produce this publication 

which is designed to provide expert information and advice solely for dentists and their advisors.”

YOLO

Ralph Crawford
BA., DMD 
crawford@dccner.com

Notes from the editor:
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A s a tenant, you expect to assign your lease 
at some point during your tenancy. Your 

ability is governed by subtle lease wording 
which controls whether or not you can:

1. assign the lease when the practice is being sold 
2.  assign the lease to your professional corporation 
3.  transfer tenant company shares when selling 

your practice or income splitting
4. share your premises with an associate
5. finance your practice

You will notice that “assignment” includes a broader 
range of conditions than you expected, and that you have 
or will encounter at least one of the above circumstances 
at some point during your tenancy. If your lease is not 
set up properly, any one of these provisions can pre-
vent you from assigning the lease, therefore costing 
you the value of your practice.

CONSIDER THE FOLLOWING EXAMPLES THAT 
OCCUR IN ALMOST EVERY LEASE.

1. Assignment of lease when the practice is being sold, 

assigned to your professional corporation, or tenant 

company shares are being transferred by sale or income 

splitting. 

The following Italicised wording is likely contained in your lease.

a. Landlords consent to assignment not to be unreasonably 
withheld. Typically, the landlord has the ability to consent 
to the assignment, and therefore can affect any one of the 
types of assignment as indicated above. Beware. A savvy 
landlord can and will withhold consent if the proposed 
successor is not equally substantial to the current tenant. 
Common sense says that your professional corporation 
or a much younger dentist has significantly less net worth 
than you do, so consent to assignment in this case can be 
withheld on reasonable grounds.
b. Tenant will pay the landlord standard assignment fees. A 
common sense interpretation is legal and administrative 

costs which are typically $3,500 plus HST. 
However, a number of the larger landlords 

are currently taking the position that the fee 
also includes a share of the practice sale val-
ue, justified as being its “standard” fee. In 
one case handled by my office, First Capital 

Realty Inc. required a “standard fee” of five per 
cent of the sale price which was $200,000 plus HST. 
c. Tenant not released on assignment means that 
even though your lease has been assigned to your 
professional corporation, or to the person or com-
pany who buys your practice, the original tenant 
who is often you, is still responsible for all terms 
and conditions of the lease, even many years later 
when the practice belongs to someone else.
d. Landlord reserves the right to terminate the 
lease as an alternative to assignment is a provision 

which gives the landlord the option to terminate 
the lease instead of agreeing to assignment, which 

can and will destroy the value of your practice, 
since a practice with no lease has very limited value.

e. Landlord reserves the right to increase the rent on as-
signment gives the landlord the right to increase the rent on 
assignment, reducing the sale value of your practice by the 
increased rent amount.  

2. Assignment of lease when the practice is sublet or 

shared with an associate. 

Your lease likely prohibits you from certain types of ar-
rangements with associates such as renting chair time, 
or splitting treatment fees as these both may constitute 
a transfer of rights described by the lease to a third party. 

3. Pledge practice assets as security for bank financing. 

Did you or your bank read your lease when your financ-
ing was set up? If not, your bank likely registered securi-
ty against certain practice assets which is prohibited by 
your lease and you are therefore in default of your lease, 
which often results in certain rights such as renewal be-
ing withdrawn.

Most leases contain one of more of the above provisions.

Lease Assignment
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IF YOU ARE A TENANT WITH  
AN EXISTING LEASE:

1. “Walk quietly and carry a big stick”. 

Know your lease. Have your lease reviewed to understand 
what your existing assignment clause says, and look forward 
to term renewal negotiation as an opportunity to adjust the 
assignment provision to protect your interest.

2. Retain capable representation. 

When you intend to assign your lease, hire an experienced 
negotiator with the ability and experience to understand  
what  your lease says and how to administer your position.

IF YOU ARE CONSIDERING A NEW TENANCY:

Those who fail to plan, plan to fail. Retain a capable nego-
tiator. Negotiate the assignment provision carefully. Often 
some circumstance that may happen in many years from 
now is given little attention, especially compared to the 
more immediate concerns such as how much rent is pay-
able in the first year.

If your lease is not  
set up properly, 
any one of these 
provisions can prevent 
you from assigning 
the lease, therefore 
costing you the value 
of your practice.

Mr. Toms has been creating and preserving realty leasehold value since 1986 and can be reached at (705) 743-1220, by e-mail at 
iantoms@pipcom.com, or through his web site at: www.iantoms.com. 

Please send comments to
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Many years ago, technological innovations be-
gan to gain some recognition within dental 

circles.  As always, the starting point was with the 
curious early adopters that pictured the applica-
tion of each new technological breakthrough into 
their particular practices while the majority of us 
hung back. We allowed the steep learning curve 
to be experienced by others. After considerable 
trial and error and many years of testing, we often 
timidly stepped up to incorporate these modalities 
into our own daily regimen. We learned we had to 
keep up with progress if we wanted to grow. 

Some of our confreres had difficulty adapting to 
the changes and applied the “if it isn’t broken, don’t fix 
it” philosophy. They laboured on for quite a while in a 
state of denial. At that time, patients had only a moder-
ate focus on what their dental office afforded in the 
way of innovation; therefore, few negative conse-
quences of this lack of patient perception existed.  

Today, however, patients are acutely aware of 
and demanding of the latest and greatest technological 
breakthroughs modern dentistry has to offer. If their prac-
titioner does not provide this learning inclination, they 
would probably not leave the practice as they have estab-
lished a relationship. They might refrain, however, from re-
ferring family and friends to a facility that does not have all 
the “toys” that, in their opinion, a contemporary practice 
should offer. They often mistakenly group the latest tech-
nology with excellent treatment outcomes even though we 
know that one is certainly no guarantee of the other.  

GROUND BREAKING INNOVATIONS  
IN TECHNOLOGY AND DENTISTRY

Many innovations have contributed to progress in dental 
offices.  Among them are the following:

1. The airotor hand piece:  Yes, there was dentistry before 
the advent of the airotor. Some practitioners were late in 
adopting what was then considered a revolutionary mo-
dality.  Some academic programs in the late 1950s -1960s 
prohibited the use of the high-speed hand piece in the pe-

diatric training program. Today, we cannot 
conceive of modern practice without it.   

2. Multiple x-ray heads:  Another early in-
novation was to have x-ray heads for conven-

tional analog radiography in each operatory to 
enable a patient to remain in the operatory. Ear-
ly adaptors later augmented it with the intro-
duction of analog Panorex radiography, which 

went a long way to elicit significant radiographic 
information with a minimal amount of radiation 
exposure.  In the last 15 years, digital radiography 
including digital Panorex allows for instant trans-
port of images to patients and dental colleagues.

3. CAD/CAM technology: Another milestone 
invention was the application of CAD/CAM tech-
nology to the fabrication of crowns and veneers 

at the dental office and dental laboratory facilities.  
The push for this emanated in Europe and made its 

way slowly to North America.   

SIGNIFICANT TECHNOLOGICAL INFLUENCE 
ON ADMINISTRATIVE AND CLINICAL 
DEPARTMENTS

Administration

After timid introductions of the computer system and the 
Internet to the administration department and its accep-
tance by the dental administrator of the day, many didn’t 
trust the computer.  Some resorted to use parallel hard 
copy appointment books.  Today the computer system is 
the heart of the operation, and, in many cases, it is used in 
each operatory as well as other areas of the office.

Short list of Administrative Applications

1. Appointment Scheduling:  Instant access to next avail-
able appropriate appointments
2. Charting:  Clinical findings and notes
3. Paperless documentation: Time savings can occur in real 
time as patient is being treated by the dentist or hygienist 
dictation to an auxiliary for permanent recording purposes

The Increasing Impact  
of Technology on Everyday 
Dental Practice
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4. Accounting System: Allows for instant allocation of ex-
penses and fees for payment
5. Electronic Communication: Able to interface with con-
freres and patients
6. Electronic Surveys: Patient initiated automated appoint-
ment request
7. Automated response to Frequently Asked Questions
8. Pre-scheduled patient communication
9. Automated analysis and reporting on practice perfor-
mance metrics
10. Workflow software that guides staff through pre-de-
fined processes 

Clinical Applications of Technologies Currently Available

1. Digital radiography and photography:  The ability to ma-
nipulate and enhance images is diagnostically valuable and 
helps patients understand the proposed treatment plan.
2. CAD/CAM
3. Digital impressions transmitted online to laboratory:  On-
line transmission is a great time saver and ameliorates one of 
the more unpleasant steps in prosthetic rehabilitation.
4. 3D Cone Beam CT technology

a. Detection of pathology
b. Virtual planning visualization and placement  
of implants
c. Correlations of X-ray data with surface scan data  
to allow accurate flapless placement of implants.

One of the most recent innovations currently in clinical basic 
testing after many years of development locally is WizarDDS 
that performs by being superimposed on an existing dental 
software program. It is designed to guide staff through pre-
defined processes to improve efficiency and accuracy.  

The list of innovations is perhaps overwhelming and very 
few practices can avail themselves of all of them, so we must 
choose judiciously. The unstoppable move towards more 
technology should give us pause to think about consolidat-
ing and engaging in more group practice in order to have a 
critical mass to allow us to afford the technology hardware 
that contemporary patients expect.

Let’s ride the wave of innovation rather than being sub-
merged by it.

Today, however, 
patients are acutely 
aware of and 
demanding of the 
latest and greatest 
technological 
breakthroughs  
modern dentistry 
has to offer.

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 Den-
tal, Ash Temple Ltd, Henry Schein Arcona, & the former Canadian Dental Co. have benefited from his insight. As owner of Innovative 
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 (905) 470-6222 Ext. 221 or drronips@rogers.com.

Please send comments to
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Taxpayers often focus on min-
imizing their net income as 

the only way to reduce taxes, often 
by increasing expenses. However, 
at some point, a successful dentist 
will have to deal with rising taxable 
income — or else cut back on work-
ing! This is when income-splitting 
becomes a critical planning tool.  The 
premise behind income-splitting is 
that the same total household income 
can result in very different household 
tax bills, depending on how it is divid-
ed among family members. This is due 
to Canada’s graduated tax system, which 
taxes the first (approximately) $40,000 
one earns at a very low rate (20 per 
cent), the next $40,000 at higher rates, 
and income above that at higher rates 
still. In Ontario, taxable income between 
approximately $136,000 and $514,000 is taxed at 
46.4 per cent, and above $514,000 at 49.5 per cent. 

In light of this, many dentists pay salaries to low-income 
family members, such as young children or spouses who 
have no other income sources. However, while popular, 
this approach is often challenged by the Canada Revenue 
Agency (CRA). The guiding principle when paying salaries 
to family members should be:  how would I pay a non-re-
lated person doing similar work? For example, if your oth-
er employees are paid bi-weekly with regular deductions, 
then so should a family member. The salary should be 
comparable to what non-related employees receive do-
ing comparable work. This should all be documented in a 
personnel file, with job descriptions, so that in the event 
of a CRA audit, the dentist can support the claim that the 
family member is being treated as a regular employee. This 
applies whether the recipient is a spouse, or a young child 
— either can receive salary from a business, provided it can 
be shown to have economic value to the business.  The CRA 
has been known to take grave exception to taxpayers who 
pay spouses an “unreasonable salary” of say, $200,000 for 
“work” of no economic benefit to the business:  the spouse 

who has received the $200,000 
is required to pay personal tax 
on it, but the business can si-

multaneously be denied a de-
duction for the same $200,000 on 
the basis that there was no eco-
nomic benefit derived from the 
payment. This effectively dou-

ble-taxes the $200,000.         
Once dentists incorporate their prac-

tice, they have much greater scope for in-
come-splitting. The professional corpo-
ration (PC) earns business income, from 
which it can deduct expenses (usually 
including a salary to the dentist). The 
remaining income is subject to corpo-
rate tax; in Ontario the first $500,000 
of taxable PC income is usually taxed 

at 15.5 per cent, leaving 84.5 per cent of 
the PC’s income to be distributed to the 

shareholders as dividends. Dividends are 
generally taxed to the individuals receiving them at low-
er rates than salaries, and there is no “economic benefit” 
test applied to dividends.  So a spouse with no other form 
of income can receive a $100,000 dividend without contrib-
uting any work to the business. Since in Ontario, an indi-
vidual with no other income can receive about $40,000 of 
dividends virtually tax-free, while an individual with other 
income above $136,000 would pay tax of almost $14,600 on 
the same dividend, dentists should consider including eli-
gible family members who have little or no other income as 
shareholders. Note that Ontario law prohibits any non-den-
tists apart from the dentist’s children, parents or spouse/
partner from owning shares in a PC, (and non-dentists’ 
shares must be non-voting). While children under 18 can 
own shares via a trust, any dividends paid to them are sub-
ject to a very high tax rate, so it is advisable to only add them 
as shareholders after their eighteenth birthday unless you 
wish to use them to multiply the capital gains exemption.  

Often, a further income-split can be achieved if one 
spouse owns the PC 100 per cent, and the non-dentist 
spouse owns the Hygiene/Technical Services Corpora-

“Income-Splitting” 
the Difference
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tion (HSC). This is because the tax rules may permit each of 
these companies to earn up to $500,000 at the low 15.5 per 
cent tax rate, whereas if the dentist owned the PC and the 
HSC, the combined incomes of both companies are used 
for this determination. For example, if the PC and HSC each 
earned $300,000 taxable income, and the dentist owned 
both of them, the total tax bill would be about $104,000.  
However, if the dentist owned the PC 100 per cent and the 
spouse owned the HSC 100 per cent, the total tax bill would 
be $93,000 – a savings of $11,000 (assuming the CRA does 
not challenge this structure). The rules covering this aspect 
of tax planning are very complex, and require professional 
advice before implementing this strategy.

The lifetime capital gains exemption (LCGE) permits the 
owner of PC shares to sell them, and not pay capital gains 
tax on up to the first $800,000 of profit. (This threshold will 
be indexed to inflation starting 2015.) A dentist who owns 
all of the PC shares, and sells them for a profit of $1,600,000, 
will pay capital gains tax of at least $190,000 on profit in ex-
cess of the $800,000 limit. However, if the dentist’s spouse 
owned 50% of these shares, each could claim a separate 
LCGE and potentially pay no tax on the sale. Further sav-
ings could be achieved, for example, if the sale price was 
above $1,600,000 and the dentist’s parents owned “equity” 
shares. Note that “dividend-only” shares will not qualify for 
this exemption, since they give their holder the right to div-
idends, but no equity stake in the company. While “equity” 
shares give their holder a right to a portion of sale proceeds, 
the holder also has significant rights in the company, and 
a legally enforceable claim to a proportionate share of sale 
proceeds. Therefore, before giving equity shares to family 
members, the dentist should consult with a family law ex-
pert, to understand the legal implications in the event of fu-
ture relationship breakdown.

Income-splitting will become relevant to dentists once 
they earn over $140,000 annually. Even if you are not yet 
earning this, it is still appropriate to start thinking ahead 
now, and put legal structures in place so that when your in-
come grows, you are in a good position to divide it among 
family members in the most tax-effective way possible.

Once dentists 
incorporate their 
practice, they have 
much greater scope 
for income-splitting. 
The professional 
corporation (PC) earns 
business income, from 
which it can deduct 
expenses (usually 
including a salary  
to the dentist).

This article was prepared by David Chong Yen, CPA, CA, CFP and Louise Wong, CPA, CA, TEP of DCY Professional Corporation 
Chartered 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. 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.

Please send comments to
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The transition from being an owner of a 
dental practice to being an associate in 

that same practice can be a very smooth 
and rewarding time in a dentist’s life. Smart 
buyers know that the goodwill they are pur-
chasing, which forms a significant part of 
the purchase price, is transferred more ef-
fectively if the seller stays on for a while. 
Both buyers and sellers of dental practices find 
this time somewhat challenging as the roles of each 
are changing dramatically.

 In order to enjoy a productive and successful men-
tor/mentee relationship, the buyer and seller must 
share similar philosophies of dentistry and practice 
management. They should have similar treatment 
philosophies and be open to considering the oth-
er’s ideas. This can create issues as dentistry is a 
very opinion based profession. If both buyer 
and seller are like-minded these differences 
of opinion will be relatively minor and the relation-
ship will flourish. This becomes a problem when we have 
a “square peg/round hole” scenario. This does not bode 
well for a productive relationship and has the potential for 
extreme goodwill erosion in a short period of time. Buyers 
must make an honest assessment of their philosophy and 
goals and establish that these goals are congruent with 
the seller prior to entering into the arrangement. 

Once the seller has determined that he or she wants to 
sell the practice, the next question is, “do I want to stay 
on”? If not, then a simple transfer of ownership takes 
place, you leave one day, and the buyer starts the next. 
When done properly this method is perfectly acceptable 
to many buyers and sellers and can work very well. If how-
ever you do wish to stay and the practice is large enough to 
support both of you for a transition period, then the next 
question is, “can I give up control”? Most dentists have a 
more difficult time with this. They are used to running 
the show, making all the decisions and not answering to 
anyone, except their spouse! I was recently involved in a 
sale where the vendor is staying on with a reduced sched-
ule for at least a year. Here is an excerpt from an e-mail he 
wrote to the buyer just prior to closing, “We are anxious to 

make your transition in the office as easy as pos-
sible. More importantly, I want to introduce you 
to the staff and then you and I need to sit down 
and discuss scheduling, logistics for introducing 

you, web site stuff, etc.  Lots to go over and per-
haps you will allow me to help you through these 

things. It won’t be easy for me to give up the reins, 
but I promise to work for you and not direct you.” 

This is an example of a seller who understands that 
his role is changing and who is willing to help the 

buyer assimilate into the practice and effectively 
transfer the goodwill. The buyer of this practice will 

enjoy a smooth transition with a mentor who will support 
and encourage her throughout the transition.

The situations that don’t seem to work as smoothly are 
those where the buyer comes in and exerts authority over 
the practice in a strong and forceful way. I have witnessed 
situations where buyers come in and terminate employ-
ees, change the equipment and re-do the leaseholds, add 
digital x-rays and go paperless all in very short period of 
time. While this may be a reasonable long term strategy, 
it is very disruptive to the staff in the office, concerning 
to the previous owner, and most importantly confusing 
for the patients. In the end, the result is inevitable tension 
between the buyer and seller which will cause the seller 
to leave. Then the remaining staff leave and ultimately 
a lot of patients leave too. The goodwill was eroded un-
necessarily. The changes that were implemented should 
have taken place over a much longer period of time, not in 
the first few weeks. Clearly, this buyer did not want to be 
a mentee and would have been better buying a practice 
where the seller wanted to leave on closing.

Finding and Being 
a Mentor
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The mentor is an important role in dentistry as it is in oth-
er aspects of life. I am fortunate to have had a few very good 
mentors in my life; my Dad, Tom Allen, and most recently, 
Graham Tuck. Sadly, Graham recently passed away very 
suddenly of a heart attack at 71. Many of the long time read-
ers of The Professional Advisory will remember Graham. He 
was a founding member of the PA and was the founder of 
Professional Practice Sales. I was fortunate to have known 
him and to have called him a friend and mentor. He was a 
true gentleman who conducted himself with integrity and 
honesty. We had a very successful mentor/mentee relation-
ship where I learned an immense amount from him and he 
was able to transition into retirement smoothly. My sympa-
thy is with his wife Val, and his loved ones.

 In order to enjoy 
a productive and 
successful mentor/
mentee relationship, 
the buyer and seller 
must share similar 
philosophies of 
dentistry and practice 
management.

David Lind is a Principal and Broker of Record in Professional Practice Sales Ltd. (www.ppsales.com), which specializes in the val-
uation and sale of dental practices.  He can be reached at (905) 472-6000 or 1-888-777-8825 or e-mail at: david.lind@ppsales.com

Please send comments to
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I n volumes 63 of The Professional Advisory I 
wrote about associate agreements from the 

associate’s perspective.  This article continues 
to explore those issues from the associate’s per-
spective.  An associate agreement (Agreement) 
is the legal contract that details the arrangements 
between the dentist who owns the practice (Prin-
cipal) and the associate dentist (Associate) hired to 
work at the practice. 

Professional Dental Goodwill — The most valuable 
asset a Principal owns is the professional dental 
goodwill of the dental practice.  That goodwill includes 
the patient lists, custody and control of all patient 
records and files (including patient billing records 
and treatment plans), patient charts, X-rays and 
models, and use of any dental practice names. When a 
dental practice is valued, typically the tangible hard assets 
comprise only about 20 per cent of the total practice value 
while the goodwill is valued at approximately 80 per cent 
of the total practice value. Given such value of goodwill, 
it is no surprise that the Principal will take appropriate 
measures to protect that asset.

An associate can expect the following provisions to be 
contained in the Agreement:

Staff — The staff of the dental practice are the Principal’s 
responsibility and the Principal makes all decisions 
regarding staff.  Typically the Agreement will state that the 
Associate has the use of a chairside assistant as reasonably 
required but as the Principal deems appropriate. However, 
if the Associate has specific staff requirements, then such 
specifics should be detailed in the Agreement.  While it 
would not be typical, for example, the Agreement might 
state that the Principal will provide the Associate with 
the use and services of a restorative hygienist, a level two 
chairside assistant and a front desk receptionist.

The Agreement will contain a non-solicitation cove-
nant whereby the Associate agrees not to solicit staff of 

the practice, meaning the Associate will 
not offer employment or entice the staff 

away from the Principal for a certain time 
period.  The time period is typically one or two 
years after the Agreement is terminated.

Non-Solicitation of Patients — It is the patient’s 
right to choose their dentist or to change 
dentists and move their patient charts.  The 
Agreement cannot restrict patients’ rights to 
choose their dentist or limit the access of patients 
to their dental charts or records.  However, the 

Agreement can provide that the Associate agrees 
not to solicit patients of the practice for a certain 

time period.  The time period is typically one or two 
years after the Agreement is terminated.  Solicitation 
means the Associate does something proactively to try 
to get the patients to move their business and charts 
somewhere else.  It is not solicitation if a patient of their 
own choice decides to choose another dentist. 

Even in the case of a verbal associate agreement, the 
Regulations under the Ontario Dentistry Act specifically 
state the Associate shall not solicit or cause or permit the 
solicitation of the Principal’s patients.  

The Regulations require the Principal to provide to 
any patient who requests it the business address and tele-
phone number of the Associate, provided the Principal 
has or could reasonably obtain such information.

Non-Competition — The Agreement will very likely include 
a non-competition covenant whereby the Associate agrees 
not to compete with the Principal within a specified 
geographic radius for a specific time period time after the 
Associate stops working at the practice.  The comments 
below are intended only for general practitioners since 
there are different rules that may apply for specialists.   

A non-competition covenant will only be enforced if it 

Associate 
Agreements – 
PART 4
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is reasonable both in geographic scope and time limit. That 
may be only a few kilometres in a densely urban practice or 
10 kilometres or more in a rural setting.  The amount of time 
the clause remains in effect is also important. A new Associ-
ate will be little or no threat to the Principal if the Associate 
left the practice within a trial period of three months, and 
generally only a minor threat if they leave within one year. 
From an Associate’s viewpoint a “phased-in” non-competi-
tion clause is reasonable. It could provide that the non-com-
petition restriction:
(i)  does not apply to the Associate for the first three months 
of the association;
(ii) applies for a period of one year after termination if the 
Associate departs within one year;
(iii) applies for a period of two years after termination if the 
Associate leaves after one year.

Termination of Agreement — If the arrangement is not 
working for whatever reason the Associate must be able to 
terminate the arrangement promptly, typically upon one to 
three months prior written notice. 

In summary, the Associate should review the Agreement 
carefully and consult with his or her own professional ad-
visors to ensure the Associate understands the Agreement 
and all rights and obligations before signing it.

When a dental 
practice is valued, 
typically the 
tangible hard assets 
comprise only 
about 20 per cent 
of the total practice 
value while the 
goodwill is valued  
at approximately  
80 per cent of the 
total practice value.

Please send comments to

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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Back in April 2008, I wrote an article for 
The Professional Advisory entitled “How 

does investing change in retirement”. I 
thought now might be a good time to revisit 
the numbers. 

Of all the dentists I have met in the past 
twenty years, all but nine will be living off a 
portion of the capital in their portfolio. In oth-
er words, their nest egg will not produce enough 
income to finance their retirement lifestyle on its 
own. They will also be “eating into” their savings. 
This isn’t necessarily a bad thing. You worked hard 
for the money and should enjoy it in retirement. 
The problem is that in order for your nest egg to out-
pace inflation, you need exposure to the stock mar-
ket. Bonds, GICs and annuities are simply paying too 
little to keep pace with inflation. Since you will have 
exposure to the stock market, there will be times your 
portfolio is down. This leads you to exposure of Se-
quence of Return Risk. 

What is this?

Sequence of return risk is the danger that while 
your investments may provide a good long-term 
average return, the order in which those returns are re-
ceived annually has a negative effect.  

Take the chart below as an example. It would appear that 
you would have been better off investing in the stock mar-
ket, the S&P/TSX Index – XIU with its average annual return 
of 8.06 percent rather than the bond market, the Bond Index 
– XBB with 6.16 percent.

How Does Investing 
Change in Retirement – 
Revisited
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 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Average

S&P/TSX (14.90%) (14.00%) 25.30% 13.60% 26.10% 18.90% 11.00% (31.17%) 31.94% 13.84% 8.06%
Index - XIU

Bond Index -  5.80% 9.80% 6.20% 8.10% 6.10% 3.70% 3.30% 6.41% 5.41% 6.74% 6.16%
XBB
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However, look at the chart below. If you invested $100,000 
in both securities and started withdrawing eight percent 
of the portfolio annually, you actually would have been 
better off in the bond market, XBB. 

After 10 years, the value of the portfolio invested in 
bonds is higher by $21,427.

Why is that? 

If your portfolio declines and then you withdraw mon-
ey, there are fewer dollars available to participate in the 
recovery.

What should you do?

I encourage you to test your sequence of return risk.  In 
my opinion, minimizing this risk is of paramount im-
portance for outliving your money. Ask your advisor to 
run a Sequence of Return Risk Test on your portfolio. 
Then ask them to show you illustrations of strategies 
which will reduce that risk.
 

This article was prepared solely by Mark McNulty BA, CFP®, CIM® who is a registered representative of HollisWealthTM (a division 
of Scotia Capital Inc., a member of the Canadian Investor Protection Fund and the Investment Industry Regulatory Organization 
of Canada). The views and opinions, including any recommendations, expressed in this article are those of Mr. McNulty only and 
not those of HollisWealth. TM Trademark of The Bank of Nova Scotia, used under license. McNulty Group is a personal trade 
name of Mark McNulty. Mark may be contacted at 1‐866‐261‐4768 ext 209 or mark@mcnultygroup.ca

Please send comments to

The problem is that 
in order for your 
nest egg to outpace 
inflation, you need 
exposure to the stock 
market. Bonds, GICs 
and annuities are 
simply paying too little  
to keep pace with 
inflation.

                         Stocks  XIU                        Bonds  XBB  

 Annual  Portfolio Value Annual Portfolio Value
 Return at Dec 31st Return at Dec 31st

     $100,000     $100,000 

2001 -14.90%  $77,100  5.80%  $97,800 

2002 -14.00%  $58,306  9.80%  $99,384 

2003 25.30%  $65,057  6.20%  $97,546 

2004 13.60%  $65,905  8.10%  $97,447 

2005 26.10%  $75,106  6.10%  $95,392 

2006 18.90%  $81,302  3.70%  $90,921 

2007 11.00%  $82,245  3.30%  $85,922 

2008 -31.17%  $48,609  6.41%  $83,429 

2009 31.94%  $56,135  5.41%  $79,943 

2010 13.84%  $55,904  6.74%  $77,331 

      Better off  $21,427 
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