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pany geared to working with entrepreneurs and small business own-
ers to achieve their goals.
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As dentists, we face several pressures from our patients, 
 our team members, and society not to mention, 

financial pressures. Now, these may not have changed 
much over the years, however, one may argue that the 
future of dentistry and the way in which we practice is 
influenced by economic factors, societal expectations 
and is disrupted by innovations and new technologies. 
As our environment changes around us, it is important 
for us to recognize these shifts and adapt ourselves to 
remain relevant in the present and, more importantly, in 
the future. 

In this edition of The Professional Advisory, our team 
of experts helps you view the changing landscape within 
dentistry through a new lens. Capitalize on opportunities 
when suitable for you and adapt your mindset and prac-
tice philosophies to changes that may be inevitable. First, 
Dr. Weintraub gives you practical information and food 
for thought in his article, “Predicting the Unpredictable”. 
He encourages you to plan ahead and think of strategies 
to help you navigate the various clinical, sociological and 
administrative pressures that we all encounter in private 
practice.

Given the changes in the recent federal budget and 
the ensuing effects, David Chong Yen’s article, “Profes-
sional Corporations and Passive Income Investments – A 
Toxic Mixture & Relief”, gives us much needed advice on 
how to adapt our investment practices to maximize our 
returns and lower our tax burden. 

It’s no secret that there are fewer practice vendors 
than buyers in the dental marketplace. “Small Practice 
Economics” challenges our attitudes towards smaller 
practices. At the outset, they may seem less attractive, 
but are they really? David Lind gives us useful metrics 
and considerations to assess their upside. 

David Rosenthal’s “Legal Checklist to Sell a Practice” 
provides valuable guidance to vendors as they look to 
make a significant change in their professional lives. The 
checklist helps to keep us organized and minimize any 
unpleasant surprises during this potentially overwhelm-
ing process. 

As the environment changes around us, Mark McNulty 
poses the question, “When Should I Sell My Practice?” 
This article encourages us to adopt a fresh outlook and 
evaluate our professional and personal wants and needs, 
both now and in the future, given the various demands 
placed on us.

Finally, Ian Toms’ discussion of lease assignments 
highlights several issues that may arise during the assign-
ment of an existing lease. However, “Taking Assignment 
of a Lease” also highlights a change in perspective where 
buyers may see potential opportunities in certain leases. 

Stephen Hawking stated that, “Intelligence is the abil-
ity to adapt to change.” With the information contained 
in this issue, there is no doubt in my mind that we will be 
well poised to adapt our processes, practices and points 
of view to our dynamic landscape.

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

Notes from the editor:
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What do we think dental practices might look like in 
the next decade? This is the time frame that most 

dental office leases occupy, so it is imperative that we plan 
ahead to ensure we are relevant down the road.

The dental profession is being subjected to unprecedent-
ed clinical and administrative pressures which are creating 
concerns about the ability to practice successfully without 
making significant changes to our mode of operation. In 
previous articles, we discussed current factors that affect 
our existing operations, but before we plan for the future, we 
should have a firm understanding of the etiology of poten-
tial motivating trauma. A review of the stresses should lead 
to the realization that significant clinical, sociological, and 
administrative changes may be in order.

CLINICAL PRESSURES
Clinical responsibilities are changing significantly. The 
demand for the provision of more comprehensive dentist-
ry in-house is growing. For example, patient requests often 
include the following:

a. implant dentistry
b. computerized crown fabrication
c. sleep apnea treatments
d. Invisalign orthodontic procedures

Many of these enhanced procedures require large com-
mitments with respect to continuing education and, in 
some cases, require significant financial investment. As 
an example, laser computer-guided implant placement as 
well as three-dimensional panoramic type radiography, 
such as Orthophos XG 3D CBCT scanners, are sometimes 
beyond the capabilities of single practitioners as the price 
tag may be in excess of $200,000. 

As focus shifts from preoccupation with the esthetic 
outreach of dentistry to the realization that oral health care 
provided by dentists is a vital component of the overall gen-

eral systemic health and well-being of individuals, patients 
are increasingly viewing dental services as a crucial part of 
the medical health care system. We have to respond to this 
positive direction by providing more integrated support for 
patients’ current assumptions.

Whether it is a conscious decision to present our profes-
sion in this manner or the inevitable result of more knowl-
edge of medicine and dentistry, it is certainly the correct 
direction for professional growth for us to integrate more 
fully into the health care system.

In the future, as clinical requirements for treating more 
complex oral health situations, such as sleep apnea among 
others arise, it is beneficial to collaborate and consult 
with other dental and medical practitioners. A collabora-
tive approach creates an environment where our patients’  
treatment may be enhanced and influenced by multidisci-
plinary providers including the following: 

a. oral and maxillofacial surgeons
b. dental anaesthesiologists  
c. periodontists
d. primary care and specialist physicians
e. and sometimes psychologists

SOCIOLOGICAL EVOLUTION
The nature of the changing job market is reflected in few-
er employers offering dental benefits to their employ-
ees. This phenomenon, which will inevitably continue, 
seriously affects our patient population. Currently, most 
practices’ patient base are fortunate to have a large per-
centage with dental benefits, but the inevitable shrink-
age of financial resources for patients to obtain dental 
services will affect the availability of patients to fill our 
schedules. Combined with the foreseeable increasing 
costs of providing services which are reflected in a pre-
dictable increase of dental fees, we cannot ignore this 
challenge as we plan for the future. Perhaps we should 

Predicting the  
Unpredictable

Dr. Ron Weintraub
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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 (905) 470-6222 Ext. 221 or drronips@rogers.com.

be stronger advocates for the government to play a role 
in assisting patients, starting with the youth population, 
to receive timely and routine oral health care that they 
require. 

The projected possible decline in patients may also 
interface with the on-going occurrence common in large 
urban centres of the abundance of single practitioner offic-
es. Consequently, diminishing demand for dental services 
may threaten the viability of a number of smaller, less robust 
dental offices in the future. 

ADMINISTRATIVE PROJECTIONS
The previous discussion behoves us to consider expand-
ing our footprint to provide capable, appropriate adminis-
trative staff rather than one individual with multiple roles 
such as re-care coordinator, dismisser, and phone in-take 
who may not be outstanding in any one role. Therefore, the 
timing to consider a group practice has come to the fore-
front. Even if some predictions do not come to fruition, 
practitioners should honestly reopen the discussion of the 
viability of group practice versus solo practice. It is one 
thing to predict very large changes in the next decade, but 
it is another to suggest smaller changes in the present that 
can lead to successful management of most of the inevita-
ble alternatives. 

Group practice can help deal with many future predict-
able and unforeseen requirements that the profession may 
face. It is not enough to predict without certainty. For this 
reason, a follow-up article will deal with the thesis of how 
group practice may benefit practitioners in dealing with 
the potential significant upheaval of the next decade.

Employing a Dental Office Manager is a win-win situa-
tion. A DOM can help the administration of the office run 
smoothly, pave the way for the clinicians to deal with the 
clinical aspects of the practice, and create a harmonious 
workplace for employees and patients to enjoy their expe-
rience. These benefits more than justify the addition of the 
role of DOM in most offices.

The dental profession 
is being subjected 
to unprecedented 
clinical and 
administrative 
pressures which are 
creating concerns 
about the ability to 
practice successfully 
without making 
significant changes 
to our mode of 
operation.
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Dentists who use their corporations (dentistry profes-
sional corporation [PC], hygiene or technical service 

corporation and holding company) to generate passive in-
vestment income may see an unexpected rise in their cor-
porate taxes due to the recent federal budget. 

Why? Your small business deductions limit (i.e. amount 
of income subject to low corporate tax rates) could be 
reduced, meaning you will have to pay more corporate tax-
es on your active business income. Every $1 of investment 
income over $50,000 (including those of associated cor-
porations) reduces your small business deduction limit by 
$5. Depending on the amount of investment income, some 
or all of your active business income (i.e. dental/hygiene 
income) could be taxed at a rate of 26.5% instead of 12.5% 
(for 2019 and subsequent years).

Relief – Ways to Avoid Investment Income Trap
Rather than having your corporation buy passive invest-
ments that are subject to harsh tax treatments, consider: 

1. Buying your own dental building. First, this pro-
tects your practice by avoiding lease issues related 
to a demolition clause, which permits the landlord 
to demolish the building leaving you without a place 
to practice, and a relocation clause, which permits 
the landlord to relocate you to another area with-
in the plaza, mall or building that would result in 
major disruption and possibly, cost.  Second, the tax 
department views the purchase of your dental build-
ing, used solely for practicing dentistry, as essential in 
operating your dental practice and therefore, this pur-
chase would not be classified as a passive investment.  

David Chong Yen
CPA, CA, CFP

Louise Wong
CPA, CA, TEP

Professional Corporations and 
Passive Investment Income –  
A Toxic Mixture  
& Relief

Passive income Small business deduction available Corporate tax rate on business income

50,000 $500,000 12.5%

75,000 $375,000 12.5% on first $375,000, 26.5% thereafter

100,000 $250,000 12.5% on first $250,000, 26.5% thereafter

125,000 $125,000 12.5% on first $125,000, 26.5% thereafter

150,000 or more $0 26.5%
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2. Contributing to an Individual Pension Plan (IPP). 
With an IPP, your PC funds your pension plan with 
cheaper PC tax dollars. The PC can also claim a tax 
deduction for any contribution it makes to the plan. 
Such a pension plan may be viewed as a “super-sized” 
RRSP, as the deduction limits are usually higher than 
an RRSP. Money grows tax free within this pension 
plan until withdrawal, at which time you will pay 
personal taxes on the amount withdrawn. There are 
tax deductible actuarial fees which will be incurred. 
IPPs are less flexible than RRSPs. Contributions to 
RRSPs result in a personal tax deduction, whereas 
contributions to IPPs result in a PC tax deduction.  

3. Buying investments which do not, rarely, or pay very 
little dividends. Because these types of investments 
reinvest their profits, which would have otherwise been 
paid as a dividend, they tend to grow. Since little or no 
dividends are paid annually, this circumvents the pas-
sive investment tax rules until the investments are sold.  

4. Paying out a capital dividend, where possible. The 
Capital Dividend Account (CDA) keeps an accumulat-
ed balance of the tax free portion of the capital gains 
(i.e. one half ) generated by the corporation that can 
be paid out tax free to shareholders. Paying the capi-
tal dividends, where available, reduces passive invest-
ments and should be done as soon as possible after 
confirming the CDA balance with the tax department. 

5. Buying certain types of insurance, including universal 
and/or whole life insurance, skirts the passive invest-
ment tax rules as money grows tax free inside the insur-
ance policy. These types of insurance are comprised of 
a death portion and an investment portion. Manage-
ment fees are “built in” to the insurance premiums.  

Please ensure that you evaluate the investment merits of an 
investment and do not base your decision solely on tax issues.

Every $1 of 
investment income 
over $50,000 
(including those 
of associated 
corporations) 
reduces your small 
business deduction 
limit by $5.

Please send comments to david@dcy.ca

This article was prepared by David Chong Yen*, CPA, CA, CFP, Louise Wong*, CPA, CA, TEP, Eugene Chu, BAFM, MAcc, CPA, CA and 
Choy Men Lin*, MAcc, 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/eugene@dcy.ca/choymen@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.
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In the Canadian dental practice market, it is a fact that pur-
chasers are looking to acquire large practices. In fact, the 

demand for dental practices is almost directly proportional 
to its size - the bigger, the better. This fact is not surprising 
given the cash flow needs of most dentists, and the relative 
comfort in knowing that a large practice has a proven ability 
to attract patients. The demand for the larger practices has 
also contributed to significant price wars and multiple bids 
driving prices up to all-time highs. 

Unfortunately, this has also meant that demand for 
small practices is declining and as a result, they have been 
falling in value over the past few years. Obviously, the cash 
flow is a concern as the small practice may not provide a 
full-time job for a dentist meaning that he/she may still 
need to associate elsewhere to subsidize income needs. 
In addition to the lower incomes, the small practice may 
represent a higher level of uncertainty for the purchaser. 
Is it small because of management? Or, is it small because 
it is simply in a location which cannot attract or retain 
patients? The other reason for the low demand for small 
practices is the buyers’ overall lack of confidence that they 
do not have the expertise in internal or external marketing 
to be able to grow it to a more profitable size. 

Given these concerns, we generally have dozens of 
offers on our larger practices, with premium offers, and 
sometimes the small practices don’t sell at any price. 

While the high demand for large practices makes sense, 
we also see that a large number of smaller practices are 
passed up just because of their size. For some of the small 
practices, the location is a clear disadvantage. In the past, 
when patients were plentiful, you didn’t need broad visi-
bility or exposure since patients would find you. In today’s 
market with intense competition, practices do need to 
have at least some exposure or benefit to their location 
(street level, exclusivity in a building, etc.). That being said, 

many small practices are well located, but are owned by 
dentists who have aged and/or are comfortable with part-
time practices. For example, buyers are always disappoint-
ed by low new patient flow even if the dentist is seventy 
years old. How many patients will start with a seventy year 
old dentist?

Although dental expenses are typically predictable, 
the cash flow of small practices is surprisingly variable 
and there are areas where a dentist can improve the cash 
flow. In fact, just recently we listed two small practices that 
couldn’t be more different. One of the practices had a gross 
income of $310,000 and overall overhead of 80%, generat-
ing a cash flow of $62,000. Another small practice had a 
production of $425,000 and overhead of only 48%, generat-
ing a cash flow of $220,000 for the dentist. The first practice 
is situated in a strip plaza with excellent exposure and in a 
growing community; the practice has a relatively high rent 
of $5,000 per month, and high advertising costs to attract 
15 new patients per month. The second much smaller 
practice is located on the second floor of a professional 
building with no exposure, and the dentist accounted for 
half of the total hygiene revenue, and there is no advertis-
ing expense. Which practice is better? The fact is that both 
practices took almost one year to sell, as both didn’t fit the 
eyes of today’s buyers. While the first practice has poten-
tial, the second practice had the current cash flow. 

As I mentioned expenses are typically predictable and 
non-adjustable in the short term. For example, rent, sup-
ply costs, dues, accounting fees, telephone etc., are all 
not adjustable.  However, there are some strategies that 
can improve cash flows of smaller practices, making them 
attractive enough to work with while they grow. While 
some of these strategies may not be practical or preferred, 
sometimes you have to do what is necessary until the prac-
tice builds. These strategies may include the following:

Small Practice
Economics

Colin Ross
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1. Perform your own hygiene work. This may not be 
preferable, but in a small practice, can you afford to 
do nothing while paying your hygienist? Also, this 
will allow you to possibly develop more rapport with 
your patients and find more required treatment.  

2. Reduce staff or hours. At the outset, you don’t neces-
sarily have to have a receptionist, assistant and hygien-
ist, nor does your practice need to be open 6 days per 
week. In some cases, staff can do more than one func-
tion (i.e. reception/assistant). Also, if it is a small prac-
tice, although you want to demonstrate to new patients 
that the office is open, you can adjust hours by booking 
properly to limit staff overhead.

3. Associate elsewhere. There is no point in sitting in your 
office for the week, working on a couple of patients per 
days when you can compress your schedule and pick 
up some associate days.

4. Improve your skills. By providing more comprehen-
sive dentistry, you may be able to expand treatment 
options, billings and ultimately, provide better care for 
your patients.

When assessing the potential of small practices, the most 
important factor is to determine whether you feel that this 
location can generate patient flow. Consider factors includ-
ing: exposure, competition, anchor tenants, demographics, 
and population growth.  If the location passes your initial 
test, it may mean that the former owner wasn’t trying to grow 
it or didn’t take advantage of the potential. If this location 
does make sense, you can further improve your investment 
return by implementing some of the cash flow strategies 
while you grow it. 

In summary, don’t immediately discount small practic-
es, as some are hidden gems. Do your research to determine 
if there is potential, and build a business plan to focus on 
growth and costs. You may be able to acquire these practic-
es at a more reasonable price, and when they do grow, you 
can be assured that the patients are there because of you.

Although dental 
expenses are 
typically predictable, 
the cash flow of 
small practices is 
surprisingly variable 
and there are areas 
where a dentist can 
improve the cash 
flow. 

Please send comments to colin.ross@ppsales.com

Colin Ross is a Partner in Professional Practice Sales Ltd. (www.ppsales.com), which specializes in the valuation and sale of 
dental practices.  He can be reached at (905) 472-6000 or 1-888-777-8825 or e-mail at: colin.ross@ppsales.com
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In volume 83 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 to make informed decisions about the nature 
of the sale transaction and 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 corpora-
tion, 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 purchas-
er rights and obligations) in the definitive legal pur-
chase and sale agreement including, in particular, 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.  The term of lease is at least 10 years, including 

renewal options (the purchaser and purchaser’s 
bank will typically require 10 years).

b.  For 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 vendor sells the practice and requests 
landlord’s consent to transfer lease to purchaser

iv.   vendor liability after sale of practice - typically 
leases do not release the vendor from obliga-
tions under the lease even on a practice sale

d.  When negotiating the next renewal term with your 
landlord, as part of that renewal process include mak-
ing changes to the premises that will enhance the val-
ue of the practice and limit vendor liability after sale.

David E. Rosenthal
BA., LL.B.

Legal Checklist to 
Sell a Dental Practice
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Please send comments to david@drlaw.ca

David Rosenthal is a senior lawyer with Spiegel Rosenthal Professional Corporation whose practice is devoted to corporate, commer-
cial and business law, with special emphasis on advising dentists. He can be reached at (416) 865-0736 or e-mail to david@drlaw.ca.

Understand 
your rights and 
obligations (and 
purchaser rights 
and obligations)  
in the definitive 
legal purchase and 
sale agreement

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.  Do proper written agreement exist for all staff, 

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

b.  Is notice to terminate an employee limited to 
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 purchaser will retain all staff after closing 
and on what terms:
a.  Understand vendor 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 distance 
for a certain time period after closing.

16. Consider whether you wish to remain 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.



I have heard from many senior dentists that it has never 
been as difficult to be a practice owner as it is today. From 

practice management to additional competition, owning a 
practice has its share of headaches. And now, Mr. Trudeau 
will be taking more of your income through taxes. So it is no 
surprise that many of your colleagues are considering sell-
ing their practices.  

The good news is that your dental practice is likely worth 
a great deal of money. Many of the dentists we work with at 
McNulty Group are considering selling. Most are not ready 
to retire and still enjoy dentistry, but they are still consider-
ing 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 ques-
tion, “When should I sell my practice?” The other authors 
in The Professional Advisory can best address the question 
from a valuation, income tax and legal perspective. My focus 
is on the lifestyle aspects of this big decision. When is the 
right time for you to sell your practice?

Before you begin to investigate whether or not you are in 
a position to consider selling for lifestyle purposes, you need 
to solve for the following:

1. If I sell, will I be able to fund my lifestyle costs with-
out the income from the practice? 

2. What is my practice worth? Here, you will need a 
practice valuation.

3. Am I eligible for the lifetime capital gains exemption 
(an answer you can obtain from your accountant)? If 
not, what do I need to do to make the shares of my 
professional corporation eligible?

4. How much income tax will I 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 in 
order to fund my lifestyle?

For the purposes of this article I will focus on items one  
and five. 

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 
specific to you. That being said, for discussion purposes my 
team put together the chart below. The difficulty of speaking 
in general terms about how much one can afford to spend 
in retirement is how to account for the income taxes owing 
on RRSPs and money inside of a corporation. Most of the 
dentists we work with have in excess of $2 million saved in 
tax-deferred accounts. The fact that they still need to pay 
income taxes on this money when they withdraw has a big 
impact on the projections.

The table below is really a matrix to show how much one 
can afford to spend in retirement based on varying amounts 
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Mark McNulty
BA, CIM, CFP

When Should I 
Sell My Practice?

 
RETIREMENT SAVINGS NEED

$150,000  
Annual Spending 

$175,000  
Annual Spending 

$200,000  
Annual 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 
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Feedback can be sent to info@mcnultygroup.ca

Mark is President of McNulty Group, a firm responsible for $350 million of Ontario dentists’ retirement savings. In addition to mul-
tiple television and radio appearances, Mark is the author of The Transition Coach 2.0 – A Canadian Dentists’s Guide to a Perfect 
Retirement, and his new book The $6Million Dentist.  In 2017 Mark was chosen as The Canadian Financial Advisor of the Year at the 
Wealth Professional Awards. For more information please visit www.mcnultygroup.ca

The difficulty of 
speaking in general 
terms about how 
much one can 
afford to spend in 
retirement is how 
to account for the 
income taxes owing 
on RRSPs and 
money inside of a 
corporation.

of tax-deferred and tax paid savings. 
If you had $3.6 million (including the sale of your prac-

tice) and half of it was in tax-deferred savings, you could 
afford to spend $150,000 per year, after-tax and indexed for 
inflation. (Note: It is strongly recommended that you work 
with a professional to run your own set of projections. These 
figures are for discussion purposes only.)
 
How will I invest the proceeds of my practice in 
order to fund my lifestyle?
In order for your nest egg to outpace inflation, you’ll need 
exposure to the stock market. Other types of investments 
such as bonds, GICs, and annuities are simply paying too 
little to keep pace with inflation. 

Managing money for retired dentists over the past twenty 
years has taught me two things. 

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 retire-
ment.

One way to mitigate the negatives of being in the stock 
market is a solution we came up with at McNulty Group 
called the Four-Year Rolling Reserve. We looked at the roll-
ing annual returns of various stock markets since 1950. We 
found that while there were many corrections and crashes 
in this period, only a small percentage of time did the var-
ious stock markets remain in a negative position for more 
than four years.

What does this mean? If you ensure that sufficient mon-
ey for four years of spending is set aside 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, per-
haps it is time to consider selling your practice. While own-
ing a dental practice is a great investment, it requires a great 
deal of your time and energy. Given that valuations are near 
all-time highs it might be worth investigating. 
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When buying a practice, you must consider many as-
pects including production, staff, current and poten-

tial patient base, treatments offered, equipment, state of 
leasehold improvements and financing. Often overlooked is 
the fact that you will need to assume the premises lease as a 
key part of the purchase agreement.

The premises lease must be reviewed and evaluated 
when you are making your decision of whether or not to 
make an offer to purchase the practice because the lease 
controls the premises and therefore, the practice “home”. 
The decision of whether to proceed or not with a purchase 
depends in large part on the lease for the following reasons.

1. If the lease is impaired, the buyer may not proceed 
because the bank may not finance the practice pur-
chase because:
a.  the term plus option to renew length may be too 

short to amortize the loan,
b.  the term length may be too short to amortize the 

loan because of a landlord’s right to terminate the 
lease on short notice for building sale, demolition, 
or renovation, 

c.  the landlord may be able to require the tenant to 
relocate on short notice at the tenant’s expense, 

d.  the lease may contain a provision prohibiting the 
bank from securing financing against the premises 
assets,

e.  the lease may contain obligations on the part of 
the tenant to renovate the premises at the tenant’s 
expense.

2. The buyer may not proceed because certain lease terms 
and conditions are not acceptable including:
a.   unreasonable rental payments,
b.  impairment because of a restricted use, exclusive, 

signage, assignment, parking or some other chal-
lenging clause,

c.  rights such as options to renew, use, and exclusivity 
may expire on assignment to the purchaser,

d.  the landlord may exercise his/her right to modify 
business terms of the lease on assignment such as 
increasing rent, requiring personal indemnity or 
exercising the right to terminate the lease instead of 
agreeing to assignment.

Before you make an offer to purchase, study and understand 
the lease. Know what it means in the context of your practice 
both when you take assignment, and in 30 years.

If you decide to make an offer to purchase, the offer 
should be conditional for a sufficient period of time to 
ensure that the lease can be assumed in a form acceptable 
to you. In some cases, the lease is acceptable and can be 
assigned with the landlord’s consent without much nego-
tiation. This process may still take several weeks. In other 
cases, certain terms and conditions of the lease need to be 
negotiated, in addition to assigning the lease from the ven-
dor to the purchaser with landlord’s consent. This is a much 
more complex and time-consuming process. 

If a number of terms and conditions need to be negoti-
ated at this critical and time-sensitive time, the vendor may 
deeply regret not preparing the lease for assignment well in 
advance because renegotiating lease terms and conditions 
to satisfy a conditional offer to purchase is very difficult and 
directly involves the landlord, the vendor, the purchaser, 
the landlord’s lawyer and the purchaser’s lawyer, as well as 
possibly both the vendor’s and the purchaser’s brokers. The 
landlord has significant leverage. If he/she does not cooper-
ate and agree to change certain terms and conditions of the 
lease, the sale will not be completed and the vendor will not 
be in a position to retire. 

Taking Assignment  
of a Lease: What a  
Buyer Should Expect

Ian D. Toms  B.Sc. (Hons)
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Please send comments to info@realtyleaseconsultant.com

Further, depending on the sale, either the purchaser or 
the vendor also has a significant leverage position during 
the period the lease is being renegotiated. The purchaser’s 
offer may have been the best offer, and now is conditional 
only on the landlord agreeing to change one small busi-
ness term. On the other hand, a buyer may be one of many 
potential buyers, only able to compete with other offers if 
the lease is not amended and accepted “as is.” In this case 
the buyer might “win” the bid for the practice but in so 
doing as assumes an impaired lease.

In any case, renegotiating lease terms and conditions at 
assignment time involves high pressure and stress. Many 
deals fall apart because lease changes are so extensive, the 
landlord refuses to cooperate, or the landlord fails to admin-
ister the proposed assignment in a timely manner (i.e. the 
lease amending negotiation takes months during which 
time the purchaser loses interest).

As referred to above, some buyers assume an impaired 
lease, especially in a multiple offer situation. These buyers 
gamble on the lease being amended after taking assign-
ment, which is also a high stress, high stakes endeavor. I 
recommend thoroughly knowing the lease and seeking an 
opinion as to the likelihood of amending the lease following 
assignment if you choose to take this route.

It is interesting to note that a well-prepared buyer can 
sift through practice sale listings and find a practice for sale 
with an impaired lease, and with a little finesse and patience 
correct the lease that has prevented the practice from selling 
and maneuver into a position to buy and benefit from this 
opportunity.

My advice is to have the lease reviewed by a qualified per-
son before making an offer to purchase and devise a strate-
gy for the lease renegotiation and assignment process. This 
will protect your position by reducing the number of failed 
purchase offers and improving the negotiation success rate 
during the amendment of the lease.

This article was prepared by Ian D. Toms, B.Sc. (Hons). Realty Lease Consultants, Inc. has been preserving realty leasehold  
value since 1986 and can be reached at (705) 743-1220, by email info@realtyleaseconsultant.com, or through the website at  
www.realtyleaseconsultant.com.
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