
‘‘‘‘The type of retail development, 
location within the development, 

co-tenants, and signage are 
key location issues. 

numbers of potential patients from the area directly 
around the development. Often it’s the family decision 
maker who also does the grocery shopping so that 
person influences the decision of several others. Locate 
in the line of site of the grocery store customers.

Secondly, family physician walk-in clinics and large 
drug stores serve large numbers of customers who 
have health related issues on their mind when they 
attend the development, and are therefore more likely 
to notice your clinic. Locate in the line of site of a 
clinic and/or drug store customers.

Third, position your location within the development 
to be in the field of vision of customers who attend 
the other tenants, AND to maximize visibility to the 
public road. 

Finally, choose a location where rent is less than 7% 
of your expected gross production 2 - 3 years after 
opening.

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.

Strip plazas are a linear assembly of smaller mixed 
retailers in the 800 - 3000 square foot range, typically 
parallel to a public road. Typically, 1500 square feet 
will cost $6,000 per month. Success in this type 
of development relies on synergy of co-tenants 
and signage to drive customer activity.The tenants 
immediately adjacent to your location and visibility to 
the public road are critical. 

So where do you want to be? 

Use common sense. Choose a location within a 
development that will give you the highest new 
patient traffic flow of the type of patient you want, 
now and throughout the next 20 years - with a rent 
that makes sense. 

First, choose a development with a large grocery 
store anchor since that type of use is very unlikely to 
leave the mall, and regardless of economic conditions, 
people have to eat. These stores attract very large

The views expressed in any article are those of the author alone.  They should not be acted upon without the advice of your “professional advisors”.
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to incorporate in order to take advantage of the 
lifetime capital gains exemption at the time of a 
practice sale could cost many thousands of dollars.  
Likewise, David Rosenthal’s “Associate Agreements 
- Part I” outlines that the failure of Principals and 
Associates to enter into (plan) proper written associate 
agreements only leads to “their peril”.  In “How Well 
Do You Know Your Practice?” Colin Ross sets out 14 
questions dentists should be asking themselves as they 
analyze, evaluate and make changes (plan) for a more 
profitable practice. In dealing with “Retail Premises 
for the Dental Clinic” Ian Toms points out the basis 
of all planning for location is to “Use common sense.  
Choose a location within a development that will 
give you the highest new patient traffic flow”.  In his 
“Dentists With $6,000,000 Portfolios” Mark McNulty 
interestingly deals with the consistencies that nine of 
his clients use to achieve that remarkable six million 
dollar level.  Again, their basic goal was planning not 
to fail. Ron Weintraub introduces his “Key Times To 
Step Back and Review Practice Success” by warning 
that dentists “Often overlook the big picture: the 
evaluation of where we are relative to our long term 
objectives.”  Isn’t this planning not to fail?  In Simon 
Kay’s “Questions About Insurance You Were Too 
Afraid to Ask” he concludes that the bottom line is 
that implementing long term disability and business 
overhead expense without discussing what life would 
look like if you were disabled will not serve you well. 
Surely you would fail. 

There’s certainly no doubt that Benjamin Franklin, 
Winston Churchill and anyone else in their reference 
to “fail to plan” are right on the mark.  And we are 
particularly grateful to the contributors of the The 
Professional Advisory for their continuing efforts in 
reminding the entire dental community that When 
You Fail to Plan, You Plan to Fail.

When You Fail to Plan,  
You Plan to Fail

My attention was recently alerted by an editorial in 
our local community newspaper - When You Fail to 
Plan, You Plan to Fail.  The editorial dealt with recent 
flooding in Alberta and how communities, individuals 
and families should plan on how to deal with disasters.  
It raised a number of questions, among which were 
the following: Do we have family plans in place? Do 
we have food, water and other stores to last at least 
72 hours? What about the safety of our pets? Are we 
prepared to work together with our neighbours in a 
state of emergency? The premise of the editorial was 
that if you don’t plan you’re destined to fail. 

Apart from the sage advice on how to prepare for 
disasters such as flooding, earthquake, fire, etc., it was 
the insight of the headline that continued to engage me.  
It seemed that I had heard something like it before but 
where did it come from?  Delving into the computer I 
found that apparently Benjamin Franklin in the 18th 
century was the original author of the phrase, “If you 
fail to plan, you plan to fail” and two centuries later, 
during World War II, Winston Churchill paraphrased 
Franklin and said. “He who fails to plan, plans to fail”.   

While gathering together the articles for this particular 
issue of The Professional Advisory, and with the 
thoughts of the “fail to plan” editorial still rumbling 
through my mind, I suddenly realized that this is what 
every issue of The Professional Advisory is all about.  To 
help dentists plan their practices - and their lives - so 
they don’t fail.  And it’s so evident within the pages of 
this particular issue. 
Take David Chong Yen’s “E Is For Exemption”.  Failing

The Professional Advisory Vol. 61 : September 2013
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advice solely for dentists and their advisors. 
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could cost $15,000 plus per month. Potential new 
patient exposure is limited to pedestrian traffic within 
the mall; tenants are invisible to the public roads. 

Anchored shopping centres offer smaller retail bays 
adjacent to an “anchor” such as a  Home Depot, 
Walmart, Canadian Tire, or a Sobeys for example. 
The idea is that the large anchor will draw customers, 
who may also shop at the ancillary retail tenants. A 
1500 square foot space is likely to cost $8,000 per 
month. Typical ancillary tenants are Royal Bank, 
Harveys, LCBO, Pet Value, Tim Hortons and 
McDonalds. These developments offer visibility to 
both public roads and adjacent tenants. A challenge 
is that customers attend these developments to buy 
something specific from the anchor tenant such 
as a load of lumber, which means that the bulk of 
the people seeing your practice fall into a specific 
demographic which may not match your vision. 

Big box developments assemble medium size retailers 
in the 5000 - 15000 square foot range including 
Shoppers Drug Mart, Boston Pizza, Montanas, and 
the Beer Store for example. Leases are aggressive and 
impaired. Big box tenants are arranged as a shopping 
community within the development on a series of 
interior roads. Tenants face limited visibility from 
public roads and must rely on being seen by customers 
attending other specific tenants. For a 1500 square foot 
bay, count on paying at least $8,000 per month. 

IAN D. TOMS   
B.Sc. (Hons)
www. iantoms.com
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Premises location can be used to control the number 
and type of new patients, which is why more and more 
practices are being built in high profile retail property.  
First, many consumers now perceive that oral health is 
a consumer commodity which should be provided in 
a retail setting, not a professional service in a medical 
professional office setting. Secondly, many patients 
now choose their own healthcare provider based on 
Google search, treatment price, and visible location 
instead of referral. 

The type of retail development, location within 
the development, co-tenants, and signage are key 
location issues. 

The idea of a retail development is that the entire tenant 
community within the development is deliberately 
chosen by the landlord to create a synergistic effect; 
a certain tenant draws a customer who notices and 
shops at an adjacent tenant and vice versa.  You need 
to choose the development type and tenant mix to 
positively affect your practice by associating with 
other tenants drawing the type of person you want 
as a patient. For example LuLu Lemon and Value 
Village both draw clothing shoppers; which would 
you like to be beside?

Enclosed regional malls such as Scarborough Town 
Centre and Oshawa Town Centre lease space 
to  high end retail chains such as Lulu Lemon, Le 
Chateau, the Gap, and Blacks, and have large food 
courts. These malls draw very high numbers of retail 
shoppers from a 50 km radius. Shoppers generally 
attend the mall infrequently and/or for a specific 
purpose. If you find space, a 1500 square foot space 

Out of the Shadows: Retail
Premises for the Dental Clinic
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‘‘
‘‘The insurance insurer is the foundation of any 

sound financial plan. It represents the core 
replacement of the future bank account of 

earnings that you represent for your families.  
Understanding how it specifically affects you 

and your personal and business circumstances 
is of paramount importance.  

around associates and other annuitized revenue that 
will continue whether you are working or not.  In 
essence, creating your own insurance policy

Bottom line is that implementing LTD and BOE 
without discussing what life would look like if you 
were disabled will not serve you well.   Talk to your 
advisor.  Make sure they understand the logistics of 
your dental or specialty practice so they can insulate 
your lifestyle, family security and stability of your 
practice.
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honest information so that you can make informed 
decision from a position of strength and knowledge.  
So what do you do about this?  Far too often I see 
dentists with plenty of coverage but no strategic 
plan.  Don’t assume that a disability will also provide 
sufficient cash flow.

There are a few ways we can supplement this shortfall.  
Some through implementing products like Critical 
Illness and Long Term Care.  Other methods are 
through business planning by building your practice

Founded by Dr. Ian Wexler in 1995, Protect Insurance Agencies Inc. has provided specialized expertise in life, disability, critical illness, 
group insurance and other services to over 900 dentists across Ontario for the past 18 years. Protect can be reached for questions or 
other enquiries at (416) 391-3764 or info@protect-ins.com.
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•	 Is the patient flow adequate for my particular style 
and development as a practitioner?  

•	 Am I able to relate to and communicate with 
patients that have joined the practice to increase 
their appreciation of their oral health?

•	 Do I connect with and enjoy the patients who are 
attracted to this office?  If not, should I, perhaps, 
be thinking about moving to another locale where 
I can meet my aspirations?  The startup years stage 
has its advantages by providing opportunity to 
seek a fresh start with better informed aspirations. 

PERSONAL GROWTH
•	 Is my skill set development via extracurricular 

continuing education increasing my self-
confidence as a result of having experienced more 
successful cases?

PRACTICE GROWTH
•	 Does the area still possess the growth potential 

that will presuppose the availability of an even 
larger, more diverse patient population to ensure 
the continuing enlargement of the practice?

•	 Do some of the assumptions that I held starting 
up the endeavor still pertain?  Would I continue 
to enjoy a family-oriented practice and provide 
a wide array of services such as management of 
periodontics, paedodontics, orthodontics, oral 
surgery, crown and bridge, and implants?  For 
instance, if I really like to do crown and bridge 
and endodontics most of the time, am I in the 
right location to be able to evolve into this type of 
treatment mix? 
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The everyday demanding responsibilities that dental 
practices impose on dentists/owners keep us so 
occupied that we often overlook the big picture: 
the evaluation of where we are relative to our long 
term objectives.  We look at our day sheet or weekly 
schedule printout and concern ourselves with being 
sure the team fills any holes in the schedule, the lab 
delivers the case on time, or the specialist report has 
been delivered. 

Successful dental procedures are built on careful, 
systematic methodology so that the end result is 
clearly evident.  By nature, dentists do not habitually 
step back to review and evaluate our global success 
but often take comfort in being able to continue the 
repetitive steps that have been leading to what we 
consider the norm.  It is, however, essential for us 
to reflect on and review the direction our practice 
is taking and how successfully we are positioned to 
achieve our professional goals.  The three key times for 
evaluation are based on the stages of the development 
of the practice.  

Stage 1: Following the first five years
The first five years into our startup or purchase of an 
existing practice usually keep us busy with the clinical 
aspects of the practice and the business management of 
the daily minutiae that make our practice run smoothly.  
At this point, it is judicious to review the results of our 
beginning and question how our practice aligns with our 
initial vision and the realization of our expectations.

PATIENT POPULATION
•	 Has the patient population presented as I had 

anticipated?

Key Times to Step Back and 
Review Practice Success
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If we generally feel satisfied with the success built up 
over this number of years, we should question whether 
we are maximizing the opportunity to serve all the 
needs of the possibly significant patient numbers that 
we have on our roster. 

Stage 3: Eying the future: 1-15 Years Prior to 
Transitioning
In this phase of our career, the focus of the process 
is somewhat different. We should look at the practice 
through the eyes of a younger, potential purchaser 
and take steps to enhance the practice in light of the 
expectations of another generation of practitioner 
and/or patient cohort.  What worked comparatively 
well for us may be viewed as old fashioned practice 
protocols. 

Garnering advice to create a renewal plan that will 
keep our practice in the desirable category makes good 
sense.  An effective renewal plan allows us to generate 
the deserved value that our many years of dedicated 
service should accrue.  To develop this strategic plan, 
it is highly desirable to consider meeting with an 
accountant, lawyer, practice evaluator, and a practice 
management consultant for crucial professional advice.

Regardless of where we fit in this time continuum, it 
is essential that practitioners are reflective rather than 
simply responsive.  Evaluation and review pays huge 
dividends and is well worth the angst inherent in self-
assessment and critical contemplation.

‘‘‘‘By nature, dentists do not habitually step back to review and 
evaluate our global success but often take comfort in being 

able to continue the repetitive steps that have been leading to 
what we consider the norm.
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Stage 2: Celebrating the 10-15 - Year Practice 
Anniversary
Celebrating the 10-15-year practice anniversary 
announces the practice as a well-established entity 
with its own developed “brand”; therefore, it is a good 
time to step back and view the “State of the Union.”  
Some helpful questions to ask yourself or an impartial, 
trained third party are the following:
PERSONAL SATISFACTION
•	 Am I getting professional and personal satisfaction 

from running my practice?
•	 Do I connect with and enjoy the patient and team 

interface?
FINANCIAL REWARDS
•	 Is the financial compensation commensurate with 

the energy that I expend?
•	 Has the “trading area” remained essentially what I 

had hoped it would be going forward?
PHYSICAL FACILITIES
•	 Is the facility sufficiently contemporary to serve 

the team’s needs and the patients’ perceptions?  
•	 Does our presentation conform to patients’ 

perception as to whether this is an “updatedoffice”; 
therefore, are patients comfortable to refer internally? 

HUMAN RESOURCES
•	 Is the staff and patient base stable or is there a 

significant turnover?  If so, why?

Ron Weintraub is a founding partner with the Bayview Village & Downtown Dental Associates and brings over thirty-five years of knowl-
edge 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 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.
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to choose the amount that best suits you, these 
coverages are capped based on eligibility.  In essence, 
each insurance carrier has a chart.  It lists taxable 
income on the left and the most coverage they will 
offer on the right.  There is a small variance between 
one carrier and the next when it comes to dentists so 
generally speaking, they are all the same.  For example, 
at lower incomes, the eligible disability coverage, 
based on taxable income, is about 66 2/3 per cent.  In 
other words, if you were making $60,000 of taxable 
income per year, you would be eligible to purchase 
about $40,000 of after-tax benefit.  What that dentist 
is taking home after tax while working is about the 
same as the tax-free benefits that would be provided 
if disabled.   

As your career moves along and income significantly 
increases, the gap between your take home and 
eligible LTD widens.  For example, if you are making 
an income of $250,000 per year (almost $21,000 
per month), you would be taking home just shy of 
$13,000 per month after-tax in Ontario.  By contrast, 
insurers will only offer about $9,500 per month, after-
tax.  They don’t necessarily want to keep you whole 
at the higher incomes.  They want to ensure there is 
a motivation to get back to work and resume pre-
disability earnings.  So in addition to a likely increase 
in personal expenses while on disability such as health 
care, paying someone to run your business, etc., you 
have a 25 per cent reduction in take home pay.

Business Overhead Expense is another tricky product 
that becomes more restrictive as you become more 
successful.  BOE is designed to reimburse fixed 
expenses such as rent, loan payments, non-revenue 
generating staff, etc., in the event of disability.  
Commonly these plans are limited to about $25-
30,000 of monthly benefit.  What if you have a large, 
long-standing practice?  What if you have multiple 
locations?  You very quickly have expenses over the 
maximum.  So what do you do about this shortfall? 

This article is not necessarily about giving you answers 
you want to hear but rather to give you clear,

Please send comments to info@protect-ins.com.

In the recent months, I have started to keep track 
of questions that our clients have asked us.  Some 
questions are about their existing portfolio and others 
are so concerned that they put off buying insurance 
for fear that the answer was something they would 
not want to hear.  So far, I have accumulated over 
one hundred questions, which I will be publishing 
over time through these Professional Advisory 
articles, blog posts, etc.  What I’m observing is that 
we, the insurance industry, are highly focused on 
the technical, advanced planning questions but have 
forgotten about basic Insurance 101.  The core, basic 
questions cannot be overlooked.  The insurance 
insurer is the foundation of any sound financial plan.  
It represents the core replacement of the future bank 
account of earnings that you represent for your 
families.  Understanding how it specifically affects 
you and your personal and business circumstances 
is of paramount importance.  Without this, you are 
just buying a product off a shelf that will likely not 
address your unique requirements. 

For the purposes of this article, I have picked out 
one common question that I get all the time. Is my 
disability coverage enough to cover personal and 
business expenses?

Disability coverage, whether personal Long Term 
Disability (LTD) or Business Overhead Expense 
(BOE), are both unique products in the insurance 
carrier’s offering.  Unlike life insurance that allows you

Questions About Insurance 
You Were Too Afraid to Ask...
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‘‘
‘‘Our average client retires at age 62 with 

$3.2 million in the bank, so the average 
dentist we work with is richer than most 

dentists and the $6 million dentist has 87.5 
per cent more than our average client. 

To me this is impressive. 
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Avoid Bad Decisions
For the most part, these dentists had avoided bad 
financial products and poor investment decisions. 
I suspect this is because, as I found, it is very hard 
to gain their trust - more so than average. However, 
because they are informed, when they do receive good 
advice they jump on it and do not waiver.

In Conclusion
I realize none of these traits come as a surprise. The 
average dentist I know with over $6,000,000 in savings 
earned more money than the average dentist and spent 
less. However, there are some lessons to be learned from 
them. Do your research and stick to what works. Sounds 
simple? Only nine dentists I know have done it. 

Mark McNulty BA, CFP®, CIM is the Director, Private Client Group of the McNulty Group of DWM Securities Inc.,  member of 
Canadian Investor Protection Fund.  

This article is for information only. Its opinions are those of the author, not necessarily those of DWM Securities Inc.  He may be 
contacted at 905-470-6222 ext 209 or mark@mcnultygroup.ca.
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“qualified”.  The Canada Revenue Agency (CRA) 
only allows shares of active business companies to 
qualify for the LCGE, so if the PC owns too many 
assets such as high term deposit/GIC balances, 
the CRA considers it an investment company, not 
an active company, and will deny the dentist/other 
shareholders the LCGE. At the time of sale, non-
active assets (GIC’s, term deposits, etc.) cannot 
exceed 10 per cent by value of the total assets in 
the company.  In addition, the CRA will count back 
two years from the date of sale to see if at any point 
during that period, the non-active assets exceeded 50 
per cent of the total assets by value.  This is a critical 
test, and very often, the only solution is to undertake 
careful planning at once, and then wait for two years 
before selling the shares.  For this reason, any dentist 
considering selling their practice should get expert 
advice at least two years before the target sale date.  

The non-active assets often include universal 
life insurance policies owned by the PC, cash and 
investments, buildings, or loans receivable.  If the PC 
owns the dental building in which the practice is carried 
on, the building will often qualify as an active asset.  
However, if the dentist only occupies, for example, 
25 per cent of the building and rents out the rest at arm’s 
length (to a third party), the building will not be considered 
an active business asset. There are several solutions 
for this problem. Sometimes, it is as easy as paying 
dividends and salaries out of the PC to reduce cash 
levels, although this will usually result in personal tax 
payable at that time. Other alternatives for transferring 
the non-active assets out of the PC are very complex, and 
require expert advice and long-term planning. 
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For most dentists, one important reason to 
incorporate is to save tax at the time of sale, since 
the lifetime capital gains exemption (LCGE) allows 
dentists selling shares rather than assets to save up to 
$174,000.  As of January 1, 2014, this rises to over 
$185,000 of savings. This tax saving can be multiplied 
in some cases where there are additional family 
members owning shares.

There are numerous tests applying both to the 
shareholder personally as well as to the professional/
hygiene/technical corporation (PC) being sold, and if 
any one of them is missed, serious tax consequences 
can arise, so this should never be done without expert 
professional help. However, with careful planning, 
even dentists who have operated as a sole proprietor 
their whole career can incorporate their practice one 
day, and sell the next day.  If you want to multiply your 
capital gains exemption, for example by adding your 
spouse, children and/or parents as shareholder(s), 
you must start planning at least two years before 
the time of sale.  In addition, there must be growth 
in share value during the period beginning when the 
family member(s) first acquired the share.

The shareholder must be a Canadian resident at the 
time of sale.  If the shareholder has claimed significant 
investment expenses over the years (e.g., interest paid 
on investment loans, or losses on tax shelters), these 
“investment losses” will reduce the ability to claim 
the LCGE.  This problem too can be remedied with 
proper advance planning, for example by arranging to 
pay dividends out of the PC as “investment income” to 
the shareholder.  If a high enough dividend is paid, the 
investment loss can be eliminated. 

Usually, the main issue is that the PC itself is not

E is for Exemption

DAVID CHONG YEN  
CPA, CA, CFP
www. dcy.ca
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approach increases the scope for tax-free proceeds 
to the family when the PC shares are sold, but 
also increases the dentist’s legal risk, since these 
shareholders have much more extensive rights in the 
event of marital breakdown, or family estrangement.  
This issue requires full discussion with your advisers 
including your accountant and family lawyer before 
making any decisions.

Because the LCGE offers such a huge tax advantage to 
sellers, it is increasingly unusual to see a practice sold 
as assets.  If you are contemplating selling your practice 
in the next two to five years, you need to review your 
options thoroughly with your professional advisers so 
that you are prepared when an offer comes in, or when 
personal circumstances suddenly force you to sell.  

The LCGE can be multiplied if other family members 
are brought in as shareholders. Only a spouse, parents 
and children may own shares in your PC; however, there 
are no restrictions on who can hold shares in a hygiene/
technical corporation. “Dividend-only shares” entitle 
the holder to dividends if and when declared by the 
dentist who holds the common (voting and controlling) 
shares, but otherwise give no rights to the shareholder, 
so many dentists use these shares to split income with 
family members, while retaining total effective control.  
However, only “equity shares” will qualify for the LCGE, 
so the dentist would create a second class of non-voting 
common shares to be issued to a non-dentist spouse, 
children or parents entitling the holder not just to 
dividends if and when declared, but to a pro rata share 
of the capital gains when the PC shares are sold.  This pA

David Chong Yen, CPA, CA, CFP of DCY Professional Corporation Chartered Accountants is a tax specialist and has 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.  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.

‘‘
‘‘If you want to multiply your capital 

gains exemption, for example by adding 
your spouse, children and/or parents as 
shareholder(s), you must start planning 
at least two years before the time of sale. 

MARK McNULTY  
BA, CFP ®, CIM
www.yournumber.ca

The Professional Advisory Vol. 61 : September 2013

10

to financial management, and they did not waiver. 
In other words, if they were investors in stocks they 
stayed with the stocks. They did not sell out or panic 
like many investors do. They consistently followed a 
‘buy and buy more’ investment strategy, which means 
they didn’t panic and sell when markets were down - 
they bought more. 

Hard Working
None of these dentists had solo practices; almost all 
had associates. This did not stop them, as the primary 
producers, from working longer than average hours. 

Researched Financial Planning 
Most dentists know very little about financial 
planning. Financial planning encompasses cash flow 
management, practice management, income taxes, 
investing, and insurance, along with other areas. While 
these dentists started out without much knowledge in 
these areas, I can tell you from experience they did a 
lot of reading on them and asked a lot of questions. 
They were never reluctant to ask any question, no 
matter how silly it might seem. 

Spend less than they make - don’t drive fancy cars
While this may be obvious, the fact is these dentists do 
not have extravagant lifestyles. They paid themselves a 
smaller than average income and had automatic savings 
set up for all other cash flows. They are also very aware 
of savings. They can usually tell you off the top of their 
heads how much they have saved year-to-date. 

Please send comments to mark@mcnultygroup.ca.

One question I get consistently from new clients is, 
“How am I doing compared to other dentists my 
age?”  My response to them is that this is the wrong 
benchmark to use. It doesn’t matter what you have. 
What matters is what you spend relative to what you 
have - what we call your burn rate. 

However for interest’s sake, let me talk about the 
dentists I know with the most money. I only know 
nine dentists with savings of more than $6,000,000 
- in other words, dentists with this amount of money 
liquid and available to fund their retirement. For this 
article, my team and I went through each of their files 
and tried to look for consistencies in the way they 
manage their finances. 

Why is $6,000,000 Impressive?
Despite what the general public thinks, most dentists 
are not rich. In order for me to maintain a small client 
base, our firm has a certain minimum of savings 
dentists must have in order for us to work with them. 
More often than not, the dentists we meet do not 
have this minimum. This means that our client base 
of dentists is likely more financially successful than 
the general population of dentists. Our average client 
retires at age 62 with $3.2 million in the bank, so 
the average dentist we work with is richer than most 
dentists and the $6 million dentist has 87.5 per cent 
more than our average client. To me this is impressive. 

The following are some of the consistencies we found 
with the $6 million dentists:

One Philosophy
We found they had their own philosophy when it comes
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There are several factors that CRA will examine 
in determining the relationship of Principal and 
Associate and whether is it an independent contractor 
or employer/employee relationship. 
1. Control - who controls the patient flow and 

scheduling, the hours of work, the nature and quality 
of work and the right to determine staffing needs.

2. Ownership - who owns and supplies the 
equipment and instruments required by the 
Associate and who bears the costs related to their 
use and maintenance.

3. Chance of profit/risk of loss - who assumes the 
financial risk. Is the Associate entitled to his/
her full remuneration regardless of the financial 
health of the practice and whether or not the 
patients pay for the dental treatment. 

4. Integration - is the Associate acting on behalf of 
the Principal and connected with the Principal’s 
dental practice in all aspects. 

It may be that some Principal/Associate arrangements
might be considered as employer/employee 
relationships. This makes a properly drafted Agreement, 
which clearly reflects the Associate as an independent 
contractor, extremely important from the Principal’s 

perspective and for the Principal’s protection.

The Agreement should detail what the Associate as 
an independent practitioner is responsible to pay 
for, including licences, memberships, insurance, 
educational courses, seminars, and other expenses 
applicable to the Associate. 

The Agreement should detail all services and facilities 
the Principal will provide to the Associate, including 
the use of the premises, equipment, dental supplies, 
staff and services.  Staff and services might include 
receptionists, chairside assistants, dental hygienists, 
management, administrative, bookkeeping and 
collection services.  If special equipment or specific 
staff is required (such as a designated operatory or 
designated chairside assistant or hygienist) this should 
be detailed in the Agreement.  Often the Agreement 
stipulates that the Principal will provide the certain 
standard equipment and routine dental supplies and 
it is the Associate’s cost where the Associate requires 
further specialized items.

Part 2 of this article continues in the next volume of 
The Professional Advisory and will address Associate 
remuneration, non-competition covenants and 
termination of the Agreement.

   

pA

David Rosenthal is a senior lawyer with Spiegel Rosenthal Professional Corporation whose practice is devoted to corporate, commercial 
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have some form of corporate infrastructure, including 
a sales department, finance department, operations 
department, marketing department, and human 
resources department. In a dental practice, the dentist 
has to be the head of all of those departments, certainly 
a daunting role! 

I recognize that it is almost impossible to have all of 
the skills required to be competent in all of those areas, 
however why is it that some dentists excel and others 
do not? We think that the reason is that some dentists 
prefer to think of themselves as clinical providers only, 
and the business side of the practice should take care 
of itself. Believe it or not, being a great clinical dentist 
is rarely the most important factor in determining the 
success of a practice. 

The important information that you should know 
about your practice is wide ranging and includes: 
•	 How many active patients do you have? 
•	 What is your billing per patient? 
•	 How efficient is your hygiene program? 
•	 How much does your hygienist produce per hour? 
•	 Are your staff costs in line with industry averages? 
•	 What are your sources for new patients? 
•	 Are you losing patients? 
•	 What are your production and expense budgets?
•	 Do you have a technology plan?
•	 Do you have a clinical improvement plan?
•	 Do you have employment standards and have 

employee goals? 

Please send comments to colin.ross@ppsales.com.

In today’s competitive environment, the business 
of dentistry is inextricably woven in with the 
clinical aspect of dentistry. For many dentists, this 
development is juxtaposed from their beliefs regarding 
their responsibilities as a health care professional. 
There are many ways to measure success in dentistry. 
Is it the beauty and fit of your crowns? The number 
of new patients you get? The tenure of your staff? The 
financial results of your practice?  Your happiness? Of 
course all of these are important factors and everyone 
will place different emphasis on each. We will take a 
look at the dental practice as a business and examine 
the factors that should be considered to keep that 
business vital and valuable.

We are constantly surprised by the broad spectrum 
of dentist’s knowledge about their practices. Some 
dentists are aware of every detail, and some dentists 
have little knowledge about the state of their practice. 
While there are some exceptions, it is generally the case 
that the best performing practices have owners who are 
fully engaged and aware of the operating details of their 
practice, and are typically up-to-date with both clinical 
and business trends in dentistry today. 

When we ask less-informed dentists why they don’t 
know a lot about their practice, there are various replies, 
including that they don’t have time to learn, are not 
interested in non-clinical details, or more commonly 
that they don’t have the business knowledge or skills 
to understand or fix their practice. 

Consider that dental practices are essentially small 
businesses and we know that even small businesses

How Well Do You Know 
Your Practice?
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gross amount the required taxes to Canada Revenue 
Agency (CRA).  The Agreement needs to clearly 
specify the independent contractor relationship 
between Principal and Associate.  

Very few dentists treat their Associates as employees.  
Most Agreements specifically state the Associate is 
not an employee and will personally pay all taxes and 
satisfy all other governmental requirements. However, 
simply making that statement in the Agreement is not 
sufficient. The relationship of Principal and Associate 
will be determined based on what the actual facts 
show the relationship to be, not just what the words 
in the Agreement say.

CRA may audit and assess the Principal on the basis 
that their Associate was, in fact, an employee. If CRA 
were successful the Principal could be responsible for 
the statutory deductions the Principal failed to make 
as an employer, such as income tax, Canada Pension 
Plan and Employment Insurance.  In addition there 
could be penalties and interest.

DAVID ROSENTHAL   
BA., LL.B.

‘‘

‘‘A surprising number of 
Principals do not enter into 

proper written associate 
agreements to document 

this important relationship 
and they do so at their peril.  

While a verbal agreement 
may be legally enforceable, it 

is not sufficient. 

Associate Agreements:
Part I

•	 Are you taking advantage of emerging marketing 
opportunities including social media, etc.?

•	 How is your practice structured for tax planning? 
•	 What is the competition in your area, and how 

does your office compare?

The reason that this information and the ability to 
manage your practice are becoming more important 
is due to the ever increasing competitive environment 
that we are facing. Since the dentist population is 
growing more than 2.5 times greater than the actual 
population, the competition for patients is increasing 
at a fast pace. This increased competition may put 
pressure on practices for new patient flow, may create 
some downward price pressure, and possibly affect the 
profitability of your practice. This fact combined with 
the fact that there may be a surplus of offices for sale 
at the same time in the future, will put your office in 
competition for top dollar at the eventual time of sale.
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Please send comments to david@drlaw.ca.

There are many issues to consider when hiring an 
associate dentist.  An associate agreement (Agreement) 
is the legal contract that details the arrangements 
between the dentist who owns the practice (Principal) 
and the associate dentist (Associate) hired to work at 
the practice.  This article is part 1 of 2 which considers 
some of those issues from the Principal’s perspective.

A surprising number of Principals do not enter into 
proper written associate agreements to document this 
important relationship and they do so at their peril.  
While a verbal agreement may be legally enforceable, 
it is not sufficient. A written agreement between the 
parties is critical to protect the Principal’s interests 
and deal with the various matters that should be 
clearly set out in writing.  In addition, not having 
an appropriately written and signed Agreement 
between the Principal and Associate can be a serious 
detriment and obstacle when the Principal sells the 
dental practice. 

Relationship - In almost all situations the Associate 
works at the Principal’s dental practice as an 
independent practitioner.  Principals and/or Associates 
can be individual dentists or dentistry professional 
corporations.  This article does not deal with dentistry 
professional corporations. But there may be many 
potential tax benefits so it is always worthwhile to 
contact with your tax advisors to determine whether to 
use a professional corporation as the Principal.

As an independent practitioner the Associate is 
operating his or her own separate business and is self 
employed.  The Principal pays the Associate a gross 
amount and the Associate must then remit from that 

Dentists seem to have an amazing thirst for knowledge, 
they are always reading, going to courses, seminars, 
etc., but often this knowledge is for clinical topics, not 
practice management or financial management topics. 

The information to begin to improve your overall 
practice knowledge is readily available from a variety 
of sources, including peers, publications, internet, 
accountants, dental suppliers, consultants, practice 
valuators, etc. 

We truly believe that if you take a more comprehensive 
look into your practice and start to gain the skills 
necessary to be able to analyze, evaluate and make 
required changes that you will not only develop a 
more profitable practice, but along the way, may 
decrease your stress levels, increase your enjoyment, 
as you will likely feel more in control of your practice 
and its future. 

‘‘‘‘Believe it or not, being a great clinical 
dentist is rarely the most important 

factor in determining the success 
of a practice. 

Colin Ross MBA, 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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gross amount the required taxes to Canada Revenue 
Agency (CRA).  The Agreement needs to clearly 
specify the independent contractor relationship 
between Principal and Associate.  

Very few dentists treat their Associates as employees.  
Most Agreements specifically state the Associate is 
not an employee and will personally pay all taxes and 
satisfy all other governmental requirements. However, 
simply making that statement in the Agreement is not 
sufficient. The relationship of Principal and Associate 
will be determined based on what the actual facts 
show the relationship to be, not just what the words 
in the Agreement say.

CRA may audit and assess the Principal on the basis 
that their Associate was, in fact, an employee. If CRA 
were successful the Principal could be responsible for 
the statutory deductions the Principal failed to make 
as an employer, such as income tax, Canada Pension 
Plan and Employment Insurance.  In addition there 
could be penalties and interest.
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‘‘A surprising number of 
Principals do not enter into 

proper written associate 
agreements to document 

this important relationship 
and they do so at their peril.  

While a verbal agreement 
may be legally enforceable, it 

is not sufficient. 

Associate Agreements:
Part I

•	 Are you taking advantage of emerging marketing 
opportunities including social media, etc.?

•	 How is your practice structured for tax planning? 
•	 What is the competition in your area, and how 

does your office compare?

The reason that this information and the ability to 
manage your practice are becoming more important 
is due to the ever increasing competitive environment 
that we are facing. Since the dentist population is 
growing more than 2.5 times greater than the actual 
population, the competition for patients is increasing 
at a fast pace. This increased competition may put 
pressure on practices for new patient flow, may create 
some downward price pressure, and possibly affect the 
profitability of your practice. This fact combined with 
the fact that there may be a surplus of offices for sale 
at the same time in the future, will put your office in 
competition for top dollar at the eventual time of sale.
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Please send comments to david@drlaw.ca.

There are many issues to consider when hiring an 
associate dentist.  An associate agreement (Agreement) 
is the legal contract that details the arrangements 
between the dentist who owns the practice (Principal) 
and the associate dentist (Associate) hired to work at 
the practice.  This article is part 1 of 2 which considers 
some of those issues from the Principal’s perspective.

A surprising number of Principals do not enter into 
proper written associate agreements to document this 
important relationship and they do so at their peril.  
While a verbal agreement may be legally enforceable, 
it is not sufficient. A written agreement between the 
parties is critical to protect the Principal’s interests 
and deal with the various matters that should be 
clearly set out in writing.  In addition, not having 
an appropriately written and signed Agreement 
between the Principal and Associate can be a serious 
detriment and obstacle when the Principal sells the 
dental practice. 

Relationship - In almost all situations the Associate 
works at the Principal’s dental practice as an 
independent practitioner.  Principals and/or Associates 
can be individual dentists or dentistry professional 
corporations.  This article does not deal with dentistry 
professional corporations. But there may be many 
potential tax benefits so it is always worthwhile to 
contact with your tax advisors to determine whether to 
use a professional corporation as the Principal.

As an independent practitioner the Associate is 
operating his or her own separate business and is self 
employed.  The Principal pays the Associate a gross 
amount and the Associate must then remit from that 

Dentists seem to have an amazing thirst for knowledge, 
they are always reading, going to courses, seminars, 
etc., but often this knowledge is for clinical topics, not 
practice management or financial management topics. 

The information to begin to improve your overall 
practice knowledge is readily available from a variety 
of sources, including peers, publications, internet, 
accountants, dental suppliers, consultants, practice 
valuators, etc. 

We truly believe that if you take a more comprehensive 
look into your practice and start to gain the skills 
necessary to be able to analyze, evaluate and make 
required changes that you will not only develop a 
more profitable practice, but along the way, may 
decrease your stress levels, increase your enjoyment, 
as you will likely feel more in control of your practice 
and its future. 

‘‘‘‘Believe it or not, being a great clinical 
dentist is rarely the most important 

factor in determining the success 
of a practice. 

Colin Ross MBA, 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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There are several factors that CRA will examine 
in determining the relationship of Principal and 
Associate and whether is it an independent contractor 
or employer/employee relationship. 
1. Control - who controls the patient flow and 

scheduling, the hours of work, the nature and quality 
of work and the right to determine staffing needs.

2. Ownership - who owns and supplies the 
equipment and instruments required by the 
Associate and who bears the costs related to their 
use and maintenance.

3. Chance of profit/risk of loss - who assumes the 
financial risk. Is the Associate entitled to his/
her full remuneration regardless of the financial 
health of the practice and whether or not the 
patients pay for the dental treatment. 

4. Integration - is the Associate acting on behalf of 
the Principal and connected with the Principal’s 
dental practice in all aspects. 

It may be that some Principal/Associate arrangements
might be considered as employer/employee 
relationships. This makes a properly drafted Agreement, 
which clearly reflects the Associate as an independent 
contractor, extremely important from the Principal’s 

perspective and for the Principal’s protection.

The Agreement should detail what the Associate as 
an independent practitioner is responsible to pay 
for, including licences, memberships, insurance, 
educational courses, seminars, and other expenses 
applicable to the Associate. 

The Agreement should detail all services and facilities 
the Principal will provide to the Associate, including 
the use of the premises, equipment, dental supplies, 
staff and services.  Staff and services might include 
receptionists, chairside assistants, dental hygienists, 
management, administrative, bookkeeping and 
collection services.  If special equipment or specific 
staff is required (such as a designated operatory or 
designated chairside assistant or hygienist) this should 
be detailed in the Agreement.  Often the Agreement 
stipulates that the Principal will provide the certain 
standard equipment and routine dental supplies and 
it is the Associate’s cost where the Associate requires 
further specialized items.

Part 2 of this article continues in the next volume of 
The Professional Advisory and will address Associate 
remuneration, non-competition covenants and 
termination of the Agreement.

   

pA

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.

The Professional Advisory Vol. 61 : September 2013

6

have some form of corporate infrastructure, including 
a sales department, finance department, operations 
department, marketing department, and human 
resources department. In a dental practice, the dentist 
has to be the head of all of those departments, certainly 
a daunting role! 

I recognize that it is almost impossible to have all of 
the skills required to be competent in all of those areas, 
however why is it that some dentists excel and others 
do not? We think that the reason is that some dentists 
prefer to think of themselves as clinical providers only, 
and the business side of the practice should take care 
of itself. Believe it or not, being a great clinical dentist 
is rarely the most important factor in determining the 
success of a practice. 

The important information that you should know 
about your practice is wide ranging and includes: 
•	 How many active patients do you have? 
•	 What is your billing per patient? 
•	 How efficient is your hygiene program? 
•	 How much does your hygienist produce per hour? 
•	 Are your staff costs in line with industry averages? 
•	 What are your sources for new patients? 
•	 Are you losing patients? 
•	 What are your production and expense budgets?
•	 Do you have a technology plan?
•	 Do you have a clinical improvement plan?
•	 Do you have employment standards and have 

employee goals? 

Please send comments to colin.ross@ppsales.com.

In today’s competitive environment, the business 
of dentistry is inextricably woven in with the 
clinical aspect of dentistry. For many dentists, this 
development is juxtaposed from their beliefs regarding 
their responsibilities as a health care professional. 
There are many ways to measure success in dentistry. 
Is it the beauty and fit of your crowns? The number 
of new patients you get? The tenure of your staff? The 
financial results of your practice?  Your happiness? Of 
course all of these are important factors and everyone 
will place different emphasis on each. We will take a 
look at the dental practice as a business and examine 
the factors that should be considered to keep that 
business vital and valuable.

We are constantly surprised by the broad spectrum 
of dentist’s knowledge about their practices. Some 
dentists are aware of every detail, and some dentists 
have little knowledge about the state of their practice. 
While there are some exceptions, it is generally the case 
that the best performing practices have owners who are 
fully engaged and aware of the operating details of their 
practice, and are typically up-to-date with both clinical 
and business trends in dentistry today. 

When we ask less-informed dentists why they don’t 
know a lot about their practice, there are various replies, 
including that they don’t have time to learn, are not 
interested in non-clinical details, or more commonly 
that they don’t have the business knowledge or skills 
to understand or fix their practice. 

Consider that dental practices are essentially small 
businesses and we know that even small businesses
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approach increases the scope for tax-free proceeds 
to the family when the PC shares are sold, but 
also increases the dentist’s legal risk, since these 
shareholders have much more extensive rights in the 
event of marital breakdown, or family estrangement.  
This issue requires full discussion with your advisers 
including your accountant and family lawyer before 
making any decisions.

Because the LCGE offers such a huge tax advantage to 
sellers, it is increasingly unusual to see a practice sold 
as assets.  If you are contemplating selling your practice 
in the next two to five years, you need to review your 
options thoroughly with your professional advisers so 
that you are prepared when an offer comes in, or when 
personal circumstances suddenly force you to sell.  

The LCGE can be multiplied if other family members 
are brought in as shareholders. Only a spouse, parents 
and children may own shares in your PC; however, there 
are no restrictions on who can hold shares in a hygiene/
technical corporation. “Dividend-only shares” entitle 
the holder to dividends if and when declared by the 
dentist who holds the common (voting and controlling) 
shares, but otherwise give no rights to the shareholder, 
so many dentists use these shares to split income with 
family members, while retaining total effective control.  
However, only “equity shares” will qualify for the LCGE, 
so the dentist would create a second class of non-voting 
common shares to be issued to a non-dentist spouse, 
children or parents entitling the holder not just to 
dividends if and when declared, but to a pro rata share 
of the capital gains when the PC shares are sold.  This pA

David Chong Yen, CPA, CA, CFP of DCY Professional Corporation Chartered Accountants is a tax specialist and has 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.  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.

‘‘
‘‘If you want to multiply your capital 

gains exemption, for example by adding 
your spouse, children and/or parents as 
shareholder(s), you must start planning 
at least two years before the time of sale. 

MARK McNULTY  
BA, CFP ®, CIM
www.yournumber.ca
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to financial management, and they did not waiver. 
In other words, if they were investors in stocks they 
stayed with the stocks. They did not sell out or panic 
like many investors do. They consistently followed a 
‘buy and buy more’ investment strategy, which means 
they didn’t panic and sell when markets were down - 
they bought more. 

Hard Working
None of these dentists had solo practices; almost all 
had associates. This did not stop them, as the primary 
producers, from working longer than average hours. 

Researched Financial Planning 
Most dentists know very little about financial 
planning. Financial planning encompasses cash flow 
management, practice management, income taxes, 
investing, and insurance, along with other areas. While 
these dentists started out without much knowledge in 
these areas, I can tell you from experience they did a 
lot of reading on them and asked a lot of questions. 
They were never reluctant to ask any question, no 
matter how silly it might seem. 

Spend less than they make - don’t drive fancy cars
While this may be obvious, the fact is these dentists do 
not have extravagant lifestyles. They paid themselves a 
smaller than average income and had automatic savings 
set up for all other cash flows. They are also very aware 
of savings. They can usually tell you off the top of their 
heads how much they have saved year-to-date. 

Please send comments to mark@mcnultygroup.ca.

One question I get consistently from new clients is, 
“How am I doing compared to other dentists my 
age?”  My response to them is that this is the wrong 
benchmark to use. It doesn’t matter what you have. 
What matters is what you spend relative to what you 
have - what we call your burn rate. 

However for interest’s sake, let me talk about the 
dentists I know with the most money. I only know 
nine dentists with savings of more than $6,000,000 
- in other words, dentists with this amount of money 
liquid and available to fund their retirement. For this 
article, my team and I went through each of their files 
and tried to look for consistencies in the way they 
manage their finances. 

Why is $6,000,000 Impressive?
Despite what the general public thinks, most dentists 
are not rich. In order for me to maintain a small client 
base, our firm has a certain minimum of savings 
dentists must have in order for us to work with them. 
More often than not, the dentists we meet do not 
have this minimum. This means that our client base 
of dentists is likely more financially successful than 
the general population of dentists. Our average client 
retires at age 62 with $3.2 million in the bank, so 
the average dentist we work with is richer than most 
dentists and the $6 million dentist has 87.5 per cent 
more than our average client. To me this is impressive. 

The following are some of the consistencies we found 
with the $6 million dentists:

One Philosophy
We found they had their own philosophy when it comes
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‘‘
‘‘Our average client retires at age 62 with 

$3.2 million in the bank, so the average 
dentist we work with is richer than most 

dentists and the $6 million dentist has 87.5 
per cent more than our average client. 

To me this is impressive. 
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Avoid Bad Decisions
For the most part, these dentists had avoided bad 
financial products and poor investment decisions. 
I suspect this is because, as I found, it is very hard 
to gain their trust - more so than average. However, 
because they are informed, when they do receive good 
advice they jump on it and do not waiver.

In Conclusion
I realize none of these traits come as a surprise. The 
average dentist I know with over $6,000,000 in savings 
earned more money than the average dentist and spent 
less. However, there are some lessons to be learned from 
them. Do your research and stick to what works. Sounds 
simple? Only nine dentists I know have done it. 

Mark McNulty BA, CFP®, CIM is the Director, Private Client Group of the McNulty Group of DWM Securities Inc.,  member of 
Canadian Investor Protection Fund.  

This article is for information only. Its opinions are those of the author, not necessarily those of DWM Securities Inc.  He may be 
contacted at 905-470-6222 ext 209 or mark@mcnultygroup.ca.
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“qualified”.  The Canada Revenue Agency (CRA) 
only allows shares of active business companies to 
qualify for the LCGE, so if the PC owns too many 
assets such as high term deposit/GIC balances, 
the CRA considers it an investment company, not 
an active company, and will deny the dentist/other 
shareholders the LCGE. At the time of sale, non-
active assets (GIC’s, term deposits, etc.) cannot 
exceed 10 per cent by value of the total assets in 
the company.  In addition, the CRA will count back 
two years from the date of sale to see if at any point 
during that period, the non-active assets exceeded 50 
per cent of the total assets by value.  This is a critical 
test, and very often, the only solution is to undertake 
careful planning at once, and then wait for two years 
before selling the shares.  For this reason, any dentist 
considering selling their practice should get expert 
advice at least two years before the target sale date.  

The non-active assets often include universal 
life insurance policies owned by the PC, cash and 
investments, buildings, or loans receivable.  If the PC 
owns the dental building in which the practice is carried 
on, the building will often qualify as an active asset.  
However, if the dentist only occupies, for example, 
25 per cent of the building and rents out the rest at arm’s 
length (to a third party), the building will not be considered 
an active business asset. There are several solutions 
for this problem. Sometimes, it is as easy as paying 
dividends and salaries out of the PC to reduce cash 
levels, although this will usually result in personal tax 
payable at that time. Other alternatives for transferring 
the non-active assets out of the PC are very complex, and 
require expert advice and long-term planning. 
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For most dentists, one important reason to 
incorporate is to save tax at the time of sale, since 
the lifetime capital gains exemption (LCGE) allows 
dentists selling shares rather than assets to save up to 
$174,000.  As of January 1, 2014, this rises to over 
$185,000 of savings. This tax saving can be multiplied 
in some cases where there are additional family 
members owning shares.

There are numerous tests applying both to the 
shareholder personally as well as to the professional/
hygiene/technical corporation (PC) being sold, and if 
any one of them is missed, serious tax consequences 
can arise, so this should never be done without expert 
professional help. However, with careful planning, 
even dentists who have operated as a sole proprietor 
their whole career can incorporate their practice one 
day, and sell the next day.  If you want to multiply your 
capital gains exemption, for example by adding your 
spouse, children and/or parents as shareholder(s), 
you must start planning at least two years before 
the time of sale.  In addition, there must be growth 
in share value during the period beginning when the 
family member(s) first acquired the share.

The shareholder must be a Canadian resident at the 
time of sale.  If the shareholder has claimed significant 
investment expenses over the years (e.g., interest paid 
on investment loans, or losses on tax shelters), these 
“investment losses” will reduce the ability to claim 
the LCGE.  This problem too can be remedied with 
proper advance planning, for example by arranging to 
pay dividends out of the PC as “investment income” to 
the shareholder.  If a high enough dividend is paid, the 
investment loss can be eliminated. 

Usually, the main issue is that the PC itself is not

E is for Exemption

DAVID CHONG YEN  
CPA, CA, CFP
www. dcy.ca
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If we generally feel satisfied with the success built up 
over this number of years, we should question whether 
we are maximizing the opportunity to serve all the 
needs of the possibly significant patient numbers that 
we have on our roster. 

Stage 3: Eying the future: 1-15 Years Prior to 
Transitioning
In this phase of our career, the focus of the process 
is somewhat different. We should look at the practice 
through the eyes of a younger, potential purchaser 
and take steps to enhance the practice in light of the 
expectations of another generation of practitioner 
and/or patient cohort.  What worked comparatively 
well for us may be viewed as old fashioned practice 
protocols. 

Garnering advice to create a renewal plan that will 
keep our practice in the desirable category makes good 
sense.  An effective renewal plan allows us to generate 
the deserved value that our many years of dedicated 
service should accrue.  To develop this strategic plan, 
it is highly desirable to consider meeting with an 
accountant, lawyer, practice evaluator, and a practice 
management consultant for crucial professional advice.

Regardless of where we fit in this time continuum, it 
is essential that practitioners are reflective rather than 
simply responsive.  Evaluation and review pays huge 
dividends and is well worth the angst inherent in self-
assessment and critical contemplation.

‘‘‘‘By nature, dentists do not habitually step back to review and 
evaluate our global success but often take comfort in being 

able to continue the repetitive steps that have been leading to 
what we consider the norm.
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Stage 2: Celebrating the 10-15 - Year Practice 
Anniversary
Celebrating the 10-15-year practice anniversary 
announces the practice as a well-established entity 
with its own developed “brand”; therefore, it is a good 
time to step back and view the “State of the Union.”  
Some helpful questions to ask yourself or an impartial, 
trained third party are the following:
PERSONAL SATISFACTION
•	 Am I getting professional and personal satisfaction 

from running my practice?
•	 Do I connect with and enjoy the patient and team 

interface?
FINANCIAL REWARDS
•	 Is the financial compensation commensurate with 

the energy that I expend?
•	 Has the “trading area” remained essentially what I 

had hoped it would be going forward?
PHYSICAL FACILITIES
•	 Is the facility sufficiently contemporary to serve 

the team’s needs and the patients’ perceptions?  
•	 Does our presentation conform to patients’ 

perception as to whether this is an “updatedoffice”; 
therefore, are patients comfortable to refer internally? 

HUMAN RESOURCES
•	 Is the staff and patient base stable or is there a 

significant turnover?  If so, why?

Ron Weintraub is a founding partner with the Bayview Village & Downtown Dental Associates and brings over thirty-five years of knowl-
edge 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 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.
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to choose the amount that best suits you, these 
coverages are capped based on eligibility.  In essence, 
each insurance carrier has a chart.  It lists taxable 
income on the left and the most coverage they will 
offer on the right.  There is a small variance between 
one carrier and the next when it comes to dentists so 
generally speaking, they are all the same.  For example, 
at lower incomes, the eligible disability coverage, 
based on taxable income, is about 66 2/3 per cent.  In 
other words, if you were making $60,000 of taxable 
income per year, you would be eligible to purchase 
about $40,000 of after-tax benefit.  What that dentist 
is taking home after tax while working is about the 
same as the tax-free benefits that would be provided 
if disabled.   

As your career moves along and income significantly 
increases, the gap between your take home and 
eligible LTD widens.  For example, if you are making 
an income of $250,000 per year (almost $21,000 
per month), you would be taking home just shy of 
$13,000 per month after-tax in Ontario.  By contrast, 
insurers will only offer about $9,500 per month, after-
tax.  They don’t necessarily want to keep you whole 
at the higher incomes.  They want to ensure there is 
a motivation to get back to work and resume pre-
disability earnings.  So in addition to a likely increase 
in personal expenses while on disability such as health 
care, paying someone to run your business, etc., you 
have a 25 per cent reduction in take home pay.

Business Overhead Expense is another tricky product 
that becomes more restrictive as you become more 
successful.  BOE is designed to reimburse fixed 
expenses such as rent, loan payments, non-revenue 
generating staff, etc., in the event of disability.  
Commonly these plans are limited to about $25-
30,000 of monthly benefit.  What if you have a large, 
long-standing practice?  What if you have multiple 
locations?  You very quickly have expenses over the 
maximum.  So what do you do about this shortfall? 

This article is not necessarily about giving you answers 
you want to hear but rather to give you clear,

Please send comments to info@protect-ins.com.

In the recent months, I have started to keep track 
of questions that our clients have asked us.  Some 
questions are about their existing portfolio and others 
are so concerned that they put off buying insurance 
for fear that the answer was something they would 
not want to hear.  So far, I have accumulated over 
one hundred questions, which I will be publishing 
over time through these Professional Advisory 
articles, blog posts, etc.  What I’m observing is that 
we, the insurance industry, are highly focused on 
the technical, advanced planning questions but have 
forgotten about basic Insurance 101.  The core, basic 
questions cannot be overlooked.  The insurance 
insurer is the foundation of any sound financial plan.  
It represents the core replacement of the future bank 
account of earnings that you represent for your 
families.  Understanding how it specifically affects 
you and your personal and business circumstances 
is of paramount importance.  Without this, you are 
just buying a product off a shelf that will likely not 
address your unique requirements. 

For the purposes of this article, I have picked out 
one common question that I get all the time. Is my 
disability coverage enough to cover personal and 
business expenses?

Disability coverage, whether personal Long Term 
Disability (LTD) or Business Overhead Expense 
(BOE), are both unique products in the insurance 
carrier’s offering.  Unlike life insurance that allows you

Questions About Insurance 
You Were Too Afraid to Ask...
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‘‘
‘‘The insurance insurer is the foundation of any 

sound financial plan. It represents the core 
replacement of the future bank account of 

earnings that you represent for your families.  
Understanding how it specifically affects you 

and your personal and business circumstances 
is of paramount importance.  

around associates and other annuitized revenue that 
will continue whether you are working or not.  In 
essence, creating your own insurance policy

Bottom line is that implementing LTD and BOE 
without discussing what life would look like if you 
were disabled will not serve you well.   Talk to your 
advisor.  Make sure they understand the logistics of 
your dental or specialty practice so they can insulate 
your lifestyle, family security and stability of your 
practice.
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honest information so that you can make informed 
decision from a position of strength and knowledge.  
So what do you do about this?  Far too often I see 
dentists with plenty of coverage but no strategic 
plan.  Don’t assume that a disability will also provide 
sufficient cash flow.

There are a few ways we can supplement this shortfall.  
Some through implementing products like Critical 
Illness and Long Term Care.  Other methods are 
through business planning by building your practice

Founded by Dr. Ian Wexler in 1995, Protect Insurance Agencies Inc. has provided specialized expertise in life, disability, critical illness, 
group insurance and other services to over 900 dentists across Ontario for the past 18 years. Protect can be reached for questions or 
other enquiries at (416) 391-3764 or info@protect-ins.com.
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•	 Is the patient flow adequate for my particular style 
and development as a practitioner?  

•	 Am I able to relate to and communicate with 
patients that have joined the practice to increase 
their appreciation of their oral health?

•	 Do I connect with and enjoy the patients who are 
attracted to this office?  If not, should I, perhaps, 
be thinking about moving to another locale where 
I can meet my aspirations?  The startup years stage 
has its advantages by providing opportunity to 
seek a fresh start with better informed aspirations. 

PERSONAL GROWTH
•	 Is my skill set development via extracurricular 

continuing education increasing my self-
confidence as a result of having experienced more 
successful cases?

PRACTICE GROWTH
•	 Does the area still possess the growth potential 

that will presuppose the availability of an even 
larger, more diverse patient population to ensure 
the continuing enlargement of the practice?

•	 Do some of the assumptions that I held starting 
up the endeavor still pertain?  Would I continue 
to enjoy a family-oriented practice and provide 
a wide array of services such as management of 
periodontics, paedodontics, orthodontics, oral 
surgery, crown and bridge, and implants?  For 
instance, if I really like to do crown and bridge 
and endodontics most of the time, am I in the 
right location to be able to evolve into this type of 
treatment mix? 
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The everyday demanding responsibilities that dental 
practices impose on dentists/owners keep us so 
occupied that we often overlook the big picture: 
the evaluation of where we are relative to our long 
term objectives.  We look at our day sheet or weekly 
schedule printout and concern ourselves with being 
sure the team fills any holes in the schedule, the lab 
delivers the case on time, or the specialist report has 
been delivered. 

Successful dental procedures are built on careful, 
systematic methodology so that the end result is 
clearly evident.  By nature, dentists do not habitually 
step back to review and evaluate our global success 
but often take comfort in being able to continue the 
repetitive steps that have been leading to what we 
consider the norm.  It is, however, essential for us 
to reflect on and review the direction our practice 
is taking and how successfully we are positioned to 
achieve our professional goals.  The three key times for 
evaluation are based on the stages of the development 
of the practice.  

Stage 1: Following the first five years
The first five years into our startup or purchase of an 
existing practice usually keep us busy with the clinical 
aspects of the practice and the business management of 
the daily minutiae that make our practice run smoothly.  
At this point, it is judicious to review the results of our 
beginning and question how our practice aligns with our 
initial vision and the realization of our expectations.

PATIENT POPULATION
•	 Has the patient population presented as I had 

anticipated?

Key Times to Step Back and 
Review Practice Success
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to incorporate in order to take advantage of the 
lifetime capital gains exemption at the time of a 
practice sale could cost many thousands of dollars.  
Likewise, David Rosenthal’s “Associate Agreements 
- Part I” outlines that the failure of Principals and 
Associates to enter into (plan) proper written associate 
agreements only leads to “their peril”.  In “How Well 
Do You Know Your Practice?” Colin Ross sets out 14 
questions dentists should be asking themselves as they 
analyze, evaluate and make changes (plan) for a more 
profitable practice. In dealing with “Retail Premises 
for the Dental Clinic” Ian Toms points out the basis 
of all planning for location is to “Use common sense.  
Choose a location within a development that will 
give you the highest new patient traffic flow”.  In his 
“Dentists With $6,000,000 Portfolios” Mark McNulty 
interestingly deals with the consistencies that nine of 
his clients use to achieve that remarkable six million 
dollar level.  Again, their basic goal was planning not 
to fail. Ron Weintraub introduces his “Key Times To 
Step Back and Review Practice Success” by warning 
that dentists “Often overlook the big picture: the 
evaluation of where we are relative to our long term 
objectives.”  Isn’t this planning not to fail?  In Simon 
Kay’s “Questions About Insurance You Were Too 
Afraid to Ask” he concludes that the bottom line is 
that implementing long term disability and business 
overhead expense without discussing what life would 
look like if you were disabled will not serve you well. 
Surely you would fail. 

There’s certainly no doubt that Benjamin Franklin, 
Winston Churchill and anyone else in their reference 
to “fail to plan” are right on the mark.  And we are 
particularly grateful to the contributors of the The 
Professional Advisory for their continuing efforts in 
reminding the entire dental community that When 
You Fail to Plan, You Plan to Fail.

When You Fail to Plan,  
You Plan to Fail

My attention was recently alerted by an editorial in 
our local community newspaper - When You Fail to 
Plan, You Plan to Fail.  The editorial dealt with recent 
flooding in Alberta and how communities, individuals 
and families should plan on how to deal with disasters.  
It raised a number of questions, among which were 
the following: Do we have family plans in place? Do 
we have food, water and other stores to last at least 
72 hours? What about the safety of our pets? Are we 
prepared to work together with our neighbours in a 
state of emergency? The premise of the editorial was 
that if you don’t plan you’re destined to fail. 

Apart from the sage advice on how to prepare for 
disasters such as flooding, earthquake, fire, etc., it was 
the insight of the headline that continued to engage me.  
It seemed that I had heard something like it before but 
where did it come from?  Delving into the computer I 
found that apparently Benjamin Franklin in the 18th 
century was the original author of the phrase, “If you 
fail to plan, you plan to fail” and two centuries later, 
during World War II, Winston Churchill paraphrased 
Franklin and said. “He who fails to plan, plans to fail”.   

While gathering together the articles for this particular 
issue of The Professional Advisory, and with the 
thoughts of the “fail to plan” editorial still rumbling 
through my mind, I suddenly realized that this is what 
every issue of The Professional Advisory is all about.  To 
help dentists plan their practices - and their lives - so 
they don’t fail.  And it’s so evident within the pages of 
this particular issue. 
Take David Chong Yen’s “E Is For Exemption”.  Failing
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could cost $15,000 plus per month. Potential new 
patient exposure is limited to pedestrian traffic within 
the mall; tenants are invisible to the public roads. 

Anchored shopping centres offer smaller retail bays 
adjacent to an “anchor” such as a  Home Depot, 
Walmart, Canadian Tire, or a Sobeys for example. 
The idea is that the large anchor will draw customers, 
who may also shop at the ancillary retail tenants. A 
1500 square foot space is likely to cost $8,000 per 
month. Typical ancillary tenants are Royal Bank, 
Harveys, LCBO, Pet Value, Tim Hortons and 
McDonalds. These developments offer visibility to 
both public roads and adjacent tenants. A challenge 
is that customers attend these developments to buy 
something specific from the anchor tenant such 
as a load of lumber, which means that the bulk of 
the people seeing your practice fall into a specific 
demographic which may not match your vision. 

Big box developments assemble medium size retailers 
in the 5000 - 15000 square foot range including 
Shoppers Drug Mart, Boston Pizza, Montanas, and 
the Beer Store for example. Leases are aggressive and 
impaired. Big box tenants are arranged as a shopping 
community within the development on a series of 
interior roads. Tenants face limited visibility from 
public roads and must rely on being seen by customers 
attending other specific tenants. For a 1500 square foot 
bay, count on paying at least $8,000 per month. 

IAN D. TOMS   
B.Sc. (Hons)
www. iantoms.com
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Premises location can be used to control the number 
and type of new patients, which is why more and more 
practices are being built in high profile retail property.  
First, many consumers now perceive that oral health is 
a consumer commodity which should be provided in 
a retail setting, not a professional service in a medical 
professional office setting. Secondly, many patients 
now choose their own healthcare provider based on 
Google search, treatment price, and visible location 
instead of referral. 

The type of retail development, location within 
the development, co-tenants, and signage are key 
location issues. 

The idea of a retail development is that the entire tenant 
community within the development is deliberately 
chosen by the landlord to create a synergistic effect; 
a certain tenant draws a customer who notices and 
shops at an adjacent tenant and vice versa.  You need 
to choose the development type and tenant mix to 
positively affect your practice by associating with 
other tenants drawing the type of person you want 
as a patient. For example LuLu Lemon and Value 
Village both draw clothing shoppers; which would 
you like to be beside?

Enclosed regional malls such as Scarborough Town 
Centre and Oshawa Town Centre lease space 
to  high end retail chains such as Lulu Lemon, Le 
Chateau, the Gap, and Blacks, and have large food 
courts. These malls draw very high numbers of retail 
shoppers from a 50 km radius. Shoppers generally 
attend the mall infrequently and/or for a specific 
purpose. If you find space, a 1500 square foot space 

Out of the Shadows: Retail
Premises for the Dental Clinic
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‘‘‘‘The type of retail development, 
location within the development, 

co-tenants, and signage are 
key location issues. 

numbers of potential patients from the area directly 
around the development. Often it’s the family decision 
maker who also does the grocery shopping so that 
person influences the decision of several others. Locate 
in the line of site of the grocery store customers.

Secondly, family physician walk-in clinics and large 
drug stores serve large numbers of customers who 
have health related issues on their mind when they 
attend the development, and are therefore more likely 
to notice your clinic. Locate in the line of site of a 
clinic and/or drug store customers.

Third, position your location within the development 
to be in the field of vision of customers who attend 
the other tenants, AND to maximize visibility to the 
public road. 

Finally, choose a location where rent is less than 7% 
of your expected gross production 2 - 3 years after 
opening.

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.

Strip plazas are a linear assembly of smaller mixed 
retailers in the 800 - 3000 square foot range, typically 
parallel to a public road. Typically, 1500 square feet 
will cost $6,000 per month. Success in this type 
of development relies on synergy of co-tenants 
and signage to drive customer activity.The tenants 
immediately adjacent to your location and visibility to 
the public road are critical. 

So where do you want to be? 

Use common sense. Choose a location within a 
development that will give you the highest new 
patient traffic flow of the type of patient you want, 
now and throughout the next 20 years - with a rent 
that makes sense. 

First, choose a development with a large grocery 
store anchor since that type of use is very unlikely to 
leave the mall, and regardless of economic conditions, 
people have to eat. These stores attract very large

The views expressed in any article are those of the author alone.  They should not be acted upon without the advice of your “professional advisors”.
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