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Ralph Crawford is an Honours Graduate from the University of Man-

itoba and has enjoyed a varied dental career. Prior to being editor of 

the Canadian Dental Association Journal from 1989 to 1997, he oper-

ated a Winnipeg private practice concurrently with being a clinical in-

structor at the University of Manitoba. He served as President of both 

the Manitoba Dental Association and Canadian Dental Association. 
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Mark McNulty is President of McNulty Group, a firm responsible 

for managing $300 million of Ontario dentists’ retirement savings. 

McNulty Group helps professional families transition from a life 

of successful practice to a stress-free retirement by using a holistic 
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Colin Ross is a Partner in Professional Practice Sales Ltd. (www.ppsales.com), which specializes in the valuation and sale of dental 
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Scanning the obituaries in the newspaper seems to be 
a routine today that hardly ever existed in my younger 

years. Perhaps it has a lot to do with the fact that so many of 
the men and women who appear in the obituary columns 
just happen to be in the same age group as myself. But it is 
rather interesting to see the wide variety of how these de-
parted souls lived – who they were, where they spent their 
lives, and the accomplishments they achieved. 

Recently one such obituary rather jumped out at me. It 
was of an individual in his mid-80s who obviously had been 
a very scholarly gentleman. The closing sentence of the fair-
ly long column read, “All Men by Nature Desire Knowledge.” 
The saying somehow rang a bell. I was sure I had heard it 
before, but of what derivation? Upon hard thinking, yes it 
was Aristotle, and I’m sure I first heard it in a metaphysics 
class more than 50 years ago. 

The truth about knowledge still stands strongly today, 
and has been so through the ages. As Aristotle so pointed-
ly stated, desiring knowledge is part of our human nature 
and has brought us to where we are today – an unbelievable 
world of achievement. And when you consider The Profes-
sional Advisory’s principle, “designed to provide expert in-
formation and advice solely for dentists and their advisors,” 
is this not a great step forward in assisting those who desire 
knowledge. Consider Mark McNulty’s article; he presents a 
fine list of seven suggestions for those desiring knowledge 
for Managing Money for Dentists. And for those desiring 
knowledge about Using Discretion in Choosing Marketing 
Strategies, Ron Weintraub has a wealth of information. 

There’s no doubt that associate agreements can be com-
plicated, particularly for new graduates seeking knowledge, 
and David Rosenthal’s Associate Agreements from the Asso-
ciate’s Perspective has the answers. Are taxes ticking time 
bombs? No doubt many will readily agree. And in a desire to 
find knowledge of how a time bomb may affect your profes-
sional corporation David Chong Yen and Louise Wong have 
the answers. Interestingly, David Lind points out that one of 
the lesser discussed, but very important value drivers in a 
practice is the value of a Good Team. His article fully deals 
with a desire for knowledge on how enhancing the Good 
Team can create a culture of trust, respect and empower-
ment. In Part 2: Offer to Lease Ian Tom’s opening sentence 
says it all: “The Offer to Lease is usually the first, and always 
the most important tenancy document an occupier ever 
sees.” And for anyone desiring knowledge on this important 
aspect of business, Ian has the answers. 

Thank you Aristotle. 2,400 years after his death, Aristotle 
remains one of the most influential people who ever lived 
and contributed to every field of human knowledge at the 
time of his existence. His knowledge that All Men by Nature 
Desire Knowledge is evident not only in the pages of The  
Professional Advisory but is fundamental to each and every 
one of us in achieving our goals and life fulfillment. 

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

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

Ralph Crawford
BA., DMD 

crawford@dccnet.com

Notes from the editor:
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In volumes 78 and 79 of The Professional Advisory I wrote 
about associate agreements from the principal’s perspec-

tive. This article focuses on associate agreements from the 
associate’s perspective.

An associate agreement is the legal contract that details 
the arrangements between the dentist who owns the prac-
tice (Principal) and the associate dentist (Associate) hired to 
work at the practice. For most new graduates, the associate 
agreement will be the first legal agreement they enter into 
as a practicing dentist. There are a number of issues to con-
sider when becoming an Associate and signing an associate 
agreement (Agreement).

Relationship
In most cases the Associate is an independent self-em-
ployed individual. The Agreement governs the relationship 
between the Principal and Associate and details the terms 
in which the Associate agrees to provide his or her services 
to patients in the Principal’s office but as an independent 
practitioner.

Associates can be either individual dentists or dentistry 
professional corporations. This article does not deal with 
dentistry professional corporations. As there may be many 
potential tax benefits in doing so, it is always worthwhile to 
contact your tax advisors to determine whether to use a pro-
fessional corporation as the Associate.

As an independent practitioner the Associate is operat-
ing his or her own separate business and is self employed. 
The Principal pays the Associate a gross amount and the As-
sociate must then remit from that gross amount the required 
taxes and other remittances to Canada Revenue Agency. 
The Agreement needs to clearly specify the independent 
contractor relationship between Principal and Associate. 

As an independent practitioner the Associate is typically 
responsible to pay for his or her own license fees, member-
ships, insurance, continuing education courses, seminars 
and other expenses applicable to the Associate. Review the 
Agreement carefully to see what the Principal requires the 
Associate to pay for.

The Agreement should detail all of the services and fa-
cilities the Principal will provide to the Associate, including 
the use of the premises, equipment, dental supplies, staff 
and services. Staff and services might include the use of re-
ceptionists, chairside assistants, dental hygienists, manage-
ment, administrative, bookkeeping and collection services. 
If specific equipment or staff is required (such as a desig-
nated operatory which is set up for a ‘left-handed’ dentist or 
designated chairside assistant or hygienist) this should be 
detailed in the Agreement. Often the Agreement stipulates 
the Principal will provide certain standard equipment and 
routine dental supplies and it is the Associate’s cost if the 
Associate requires further specialized items. 

Remuneration
The Associate is typically paid based on a percentage of the 
Associate’s collected billings. The current standard going 
rate for general dentistry is 40 per cent of collected billings. 
A specialty practice Associate may command a higher per-
centage. The Associate is usually paid monthly as third party 
laboratory invoices are typically received by the Principal on 
a monthly basis.

The definition of collected billings in the Agreement is 
critical. Collected billings typically means the gross billings 
for dental services rendered by the Associate to patients of 
the dental practice for which payment has been received by 
the Principal, after deducting laboratory fees. The definition 

David E. Rosenthal
BA., LL.B.

Associate Agreements From 
the Associate’s Perspective
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of collective billings should also specify the Associate’s gross 
billings including the dentist examination fee for dental hy-
giene services where the examination has been performed 
by the Associate. The vast majority of associate agreements 
do not include Associate entitlement to any x-ray exam fee 
where the x-ray has been taken by the hygienist and read by 
the Associate.

Review the definition of collected billings to determine 
if there are other deductions (in addition to deducting lab-
oratory fees) from the Associate’s gross billings. For example, 
patients often pay for dental services by credit card. Credit 
card companies charge approximately two per cent as a pro-
cessing fee. It is becoming more common in recent years that 
other deductions from the Associate’s gross billings include 
credit card processing fees and any other collection costs in-
curred by the Principal to collect payments from patients. 

Note the definition refers to collected billings. If a patient 
does not pay an account, then it is not included in the cal-
culation of collected billings. The Associate is not paid the 
percentage until the invoice is actually paid by the patient. 
If a bad debt is incurred for a fee previously included in the 
Associate’s gross billings and paid to the Associate (such as a 
patient’s cheque not being honoured at the bank), the Agree-
ment will typically specify that such amount is deducted 
from the amount then owing to the Associate, or the Associ-
ate must repay the amount to the Principal.

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

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.

The Agreement 
should detail all 
of the services 
and facilities the 
Principal will provide 
to the Associate, 
including the use 
of the premises, 
equipment, dental 
supplies, staff and 
services.
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As dentists go through their day performing a multitude 
of tasks, some menial and some intense, it is almost a 

sure thing that their minds wander from time to time to their 
investment portfolios. What do they think about? Newspa-
per headlines; the latest corporate scandal playing out in 
the media; do I have enough to retire; I feel very nervous;  
I should make a trade today…

All of these thoughts are, of course, normal and expected. 
What really matters, however, is what you do about them. 
Even portfolio managers are prone to acting on emotion. 
So here is a list of suggestions on how to handle the various 
triggers that tend to set off investors’ emotions. 

Headlines

Trading on headlines can be disastrous. Last year’s Brexit 
vote and Donald Trump’s election victory are classic exam-
ples. The polls, newspapers and bookies were pretty much 
in agreement that Brexit would fail and that Hillary would 
win. Investors who went with the emotional trade in the ear-
ly hours after those events missed solid market rallies in the 
ensuing days and weeks. 

Yesterday’s Stories

Lingering tales of China, Japan and Europe as poor places to 
invest have encouraged investors to avoid diversification in 
those areas of the world. In recent months those countries’ 
stock markets have been some of the world’s best perform-
ers. 

Trading for No Reason

Often investors get impatient after prolonged periods of 
market dullness or inactivity. Primarily this feeling of hav-

ing to do something results from a listless market that elicits 
feelings of doom or collapse, and hence the desire to sell. 
This is once again allowing emotion to trigger an investment 
response that is not usually advisable. The most recent pe-
riod of very low volatility occurred from December 2016 to 
January 2017. After the initial “Trump Rally”, much of the 
media debate centred on whether the market was due for 
a correction. Selling during this period resulted in missing 
new market highs only days later.

Chasing the New Thing

This emotional trade results from an uncontrollable urge to 
get in on the newest fad. Technology stocks in 1999, urani-
um stocks in 2005, rare earth stocks in 2010 are some exam-
ples. The current one is marijuana stocks. Typically these 
involve a previously unpopular/unknown sector that is 
thrust into the mainstream by a sudden awareness of spec-
tacular stock market performance and a growing view that 
the world needs what is in acute shortage. The first unfortu-
nate thing for most investors is that by the time it becomes 
mainstream, the stocks involved in the early stages have in-
creased 5 or 10 fold. The second unfortunate thing is that 
by the time the average investor decides to buy in, more 
companies have entered the business, the demand for the 
product declines, the commodity price drops and the stock 
prices rapidly retreat.

Short Term Thinking

This is perhaps the worst enemy of fruitful investing and the 
embodiment of all those above. It is also the one that can 
be the most difficult to overcome. This particular trait shows 
up on both sides of the trade. The desire to sell now to avoid 
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Feedback can be sent to info@mcnultygroup.ca

Mark is President of McNulty Group, a firm responsible for $300 million of Ontario dentists’ retirement savings. McNulty Group 
helps professional families transition from a life of successful practice to a stress-free retirement by using a holistic approach of prac-
tice and personal retirement planning. In addition to multiple television and radio appearances, Mark is the author of The Transition 
Coach 2.0–A Canadian Dentist’s Guide to a Perfect Retirement and The $6 Million Dentist: Successful Succession in 7 Modules.

All we know about 
long term consistent 
investing as the 
key to building 
wealth can fly out 
the window in the 
face of the fear of 
losing money or 
the exuberance 
of making the big 
killing.

trouble or to buy now to make the big payday can become 
so powerful as to render all rational thought secondary. All 
we know about long term consistent investing as the key to 
building wealth can fly out the window in the face of the fear 
of losing money or the exuberance of making the big killing.

So when the headlines are screaming about economic 
woes, political scandal and impending doom, or if things 
seem so good all your friends at cocktail parties are raving 
about how much money they’re making in the market, it 
would be a good time to step back, take a deep breath….and 
do nothing. If your investments are organized, diversified 
and monitored properly, most of the above will not be of con-
cern to you. Your investment portfolio will, of course, move 
up and down with the markets on a daily and even weekly 
basis, but over time, the lack of drastic action at the wrong 
time will stand you in good stead.
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The Offer to Lease is usually the first, and always the 
most important, tenancy document an occupier ever 

sees. Typically only a few pages long, this document of-
ten describes more than 90 per cent of the tenancy terms 
and business conditions that will govern most aspects of 
the tenancy for decades. Do not underestimate the impor-
tance of this document.

After selecting a trade area and a candidate site (or 
sites) within that trade area, a prospective tenant will then 
prepare and forward their Offer to Lease to the landlord. 
The Offer to Lease is a conditional offer which allows a pro-
spective tenant to consider more than one candidate site at 
a time. It is strategically important to have a “Plan B.”

 
VARIOUS FORMS OF OFFER TO LEASE
In the real estate industry, “Offer to Lease” has come to 
mean any form of offer including a true Offer to Lease, a let-
ter of interest, a letter of intent, or even a proposed lease. 
Our firm prefers to use an Offer to Lease. This form is com-
prehensive enough to confirm all important details, is con-
ditional on the tenant’s due diligence and is binding on both 
parties. This is the most efficient and effective approach. A 
non-binding document often wastes time and may indicate 
that the landlord is collecting bids. 

Typical forms of Offer to Lease include the Ontario Real 
Estate Association (O.R.E.A.) standard form, the landlord’s 
“standard” form, and custom drafted forms specific to 
the tenancy. The O.R.E.A. form provides a basic structure 
which needs to be supplemented with schedules refining 
some of the detail in the main body of the offer, resulting 
in back and forth negotiation. Landlord forms of Offer to 
Lease are specific to the property and lease; there is a lot of 
important information that can be gathered by examining 

this form of offer. The most powerful form of offer is cus-
tom drafted on behalf of the tenant to address their needs 
specifically. This form will present the tenant’s position in 
the best context and will get down to very detailed tenancy 
issues directly.

Unfortunately for tenants, most landlords will not con-
sider proposed tenancies on any form except their own, 
which requires an experienced and adept eye on behalf of 
the tenant.

TERMS AND CONDITIONS
The Offer to Lease should set out all primary tenancy terms 
and business condition. For example:

4  Premises (size, shape, measurement criterion, loca-
tion and condition now and then)

 4  Term (possession date, fixturing period, options to 
renew, termination for demolition)

 4  Rent (base plus additional over the term and option 
periods, free rent periods, tenant improvement 
allowance)

4   Tenant rights and flexibilities (assignment, sharing, 
subletting)

4 Landlord requirements, obligations and conditions
4 Use (exclusivity, signage, parking)
4 Lease form (and negotiation terms)
 4  Conditions (bank financing, solicitor’s approval, 

zoning, space planning, construction budgeting, 
form of lease)

NEGOTIATING THE OFFER TO LEASE
Negotiating the Offer to Lease is both an art and a science. 
Assessing the landlord, finessing the process and diplomat-

Life Cycle of a Tenancy  
Part 2: Offer to Lease

Jennifer J. Miles 
B.A., HBA, M.B.A., 
Masters in Property 

Economics

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

ically handling any disagreement, convincing resolution, un-
derstanding the dynamic terms of the deal, and administrat-
ing the Offer to Lease process are all art forms. 

Calculating quantifiable variables, projecting likely sce-
narios, providing alternative “equal value” solutions, and 
deeply understanding the deal in its entirety are all science. 

It takes significant experience to correctly administer 
and successfully negotiate an Offer to Lease. What most 
tenants don’t know can, and will, hurt them. The key is to 
have a scientific tool kit to draw on that has been built by 
years of experience and to be personable enough to prac-
tice as an artist. Any capable representative will be able to 
save the tenant more than their fees; a superior representa-
tive can actually help the tenant make money on their Offer 
to Lease.

This article was prepared by Ian D. Toms, B.Sc. (Hons) and Jennifer J. Miles, B.A., HBA, M.B.A., Masters in Property Economics. 
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.

9

AVOIDING PITFALLS: WHAT TO LOOK OUT FOR 
WHILE ADMINISTERING AN OFFER TO LEASE

Get down to specific details of the deal as soon  

as possible.

It’s an incredible waste of time to spend three months hag-
gling over a few dollars only to find out there is a demolition 
clause in the Lease and find that you have to abandon the 
negotiation.

Your offer must be conditional. 

A period of time to complete “due diligence” is necessary 
before the Offer is final and binding. If the landlord refuses 
to have a condition, do your homework before signing. DO 
NOT sign an unconditional offer before:

• receiving approval from your bank
•  confirmation that the zoning permits the anticipated 

use
• studying and understanding the proposed Lease
• you are certain about the trade area
• receiving your solicitor’s approval

Make sure all tenancy terms and conditions  

are addressed. 

What is not included is just as important as what is includ-
ed.

Don’t be penny wise and pound poor. 

In addition to saving you the time and stress of negotiating 
an aspect of business where you may have little experience, 
a capable representative can save your deal. Years of experi-
ence negotiating and drafting thousands of Leases will help 
navigate around potential trouble spots, find direct and im-
mediate savings (equal to, or greater than, their fees) and 
provide you with facilities in the lease document that can 
continue to save money and add value to your practice over 
the life cycle of your tenancy. 
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As growing the size of patient bases becomes increasing-
ly challenging, one cannot help but notice the aggres-

sive strategies some offices choose to draw attention to their 
particular operations.

Almost all offices need to enrol a cohort of new patients 
to remain viable going forward. One important reason for 
this ongoing requirement is that all practices suffer from at-
trition to a degree as a result of one or more of the following 
normal factors:

• Patients move to other areas;
• Patients’ transition to assisted living facilities, some 

of which provide in-house health services;
• Patients may lose their jobs and with it their dental 

benefits, and they may choose to delay or forego 
their scheduled maintenance care;

• Some may change job location which makes it diffi-
cult from a distance perspective to attend the previ-
ous office;

• Other patients may not be satisfied with their care 
and choose not to return;

• Inevitably, patients may become chronically ill, con-
sequently not sufficiently mobile to attend the pre-
vious office;

• Still other patients may expire. This is significantly 
more prevalent where there is a large component of 
geriatric patients.

Obviously, a significant attrition component exists in all 
practices. Although rare, some of our clients have no prob-
lem to open up their rosters and welcome the waiting new 
patient flow. More commonly, however, adding to the 
surviving patient base to maintain and enhance practice 
growth is an urgent priority.

POSITIVE STRATEGIES TO ATTRACT THE  
REPLACEMENT GROUP 
Before broaching a marketing strategy, keeping in mind 
thoughtful definitions of your core philosophy of dentistry, 
values, and specialties is essential to a successful plan. The 
tips below could serve as a guide to your decision-making.

1.  Tasteful Professional Marketing

A precursor to marketing is to understand clearly what 
your office “brand” really is and get the message out to 
attract a new patient group that will respect and respond 
to what is special about your office. You want to attract 
appreciative patients, not just to fill the chairs with bodies 
who will often shortly leave the practice. If an outstanding 
characteristic of your practice is based on a friendly, con-
sumer serviced patient, promotional materials should be 
emphasized. If the team is of long standing and decidedly 
supportive, pictures of them should be present.

2. Electronic Marketing 

Today’s evolving mainstream patients depend heavily 
on website exposure to get a sense of the experience to 
be obtained at a new patient exam. The website should 
endeavour to tell a story of the practice and the whole 
team.  This is focusing the “brand” front and centre along 
with presenting faces to practitioners. All this should be 
done in a non-generic presentation in keeping with the 
defined culture of the existing practice. 

3. Accessible Transportation Needs

Positive inducements should also be stressed; for exam-
ple, a favourable, easily accessible location along with 
availability of parking onsite or nearby or the proximity 
to public transportation. 

Caution: Using Discretion  
in Choosing Marketing 
Strategies

Dr. Ron Weintraub
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Please send comments to drronips@rogers.com

Ron Weintraub is a founding partner with the Bayview Village & Downtown Dental Associates and brings over thirty-five years of 
knowledge and experience in the practice of general dentistry to The Professional Advisory. Large companies such as Patterson 
Dental, Ash Temple Ltd, Henry Schein Arcona, & the former Canadian Dental Co. have benefited from his insight. As owner of Inno-
vative Practice Solutions, Ron advises dentists on practice enhancement, practice purchases, sales, location evaluations, associate 
buy-ins, and business mergers. Dr. Weintraub can be contacted at (905) 470-6222 Ext. 221 or drronips@rogers.com.

SOME POTENTIALLY PROBLEMATIC  
MARKETING TOOLS
Overtly advertising financial incentives to secure poten-
tial new patients’ appointments needs to be reconsidered. 
Such advertising presents dental treatment as a commod-
ity rather than as a professional healthcare service with all 
that the difference implies, for instance, displaying signs 
indicating free initial exams or free whitening to new pa-
tients. This sends a clear message that the relationship 
between the dentist and the patient is probably one of 
customer/establishment with the attendant caveat emp-
tor mentality. I believe that this kind of attitude is count-
er-productive to establishing a trusting professional rela-
tionship for the long term. It may attract some shoppers, 
but in the long run it makes it difficult to maintain a viable 
relationship or practice.

1. Financial responsibilities

One cannot ignore the financial responsibilities implic-
it in particularly large comprehensive dental cases, but 
these arrangements should be addressed in private by 
a treatment coordinator/staff member and extend ac-
commodations by offering financial terms as opposed 
to negotiating “discount dentistry.” A courtesy fee should 
be applied in special cases of hardship, but it is not to be 
confused with “fee cutting” and the potential attendant 
treatment shortcuts that may go along with it. 

2. Logos and Slogans

Employing a cutesy, eye-catching logo tends to infan-
tilize the serious health care procedures that are rou-
tinely proffered inside the office and can turn off serious 
potential patients looking for competent treatment. An 
exception might be a pediatric dental facility where in-
cluding “Murphy the Molar” holding a toothbrush stand-
ing prominently on the sign. 

3. Healthcare Education

Ideally, public promotion should be attached alongside 
an advertisement providing oral health information, for 
example, a booth inside the mall with the objective of 

promoting preventive oral health services attended by 
the office team. 

Sponsorship of neighbourhood projects is another 
appropriate use of a positive way to draw attention to 
particular facility.

Appropriate marketing strategies to make a positive impact 
are dependent upon articulating your vision of providing 
quality oral health care.  

Before broaching 
a marketing 
strategy, keeping 
in mind thoughtful 
definitions of your 
core philosophy of 
dentistry, values, 
and specialties 
is essential to a 
successful plan. 
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Our parents may have told you to spend within your 
means. If you make $250,000, don’t spend $500,000. 

Your accountant should, and probably did, tell you that 
your Professional Corporation (PC) is a separate entity 
from you as an individual. In other words, your PC files a 
separate corporate tax return and pays separate taxes from 
you. You file a personal tax return in addition to your PC’s 
tax return. 

Quite often, we will observe on a dentist’s PC’s balance 
sheet, the caption Due from Shareholder or Loan to Share-
holder. This is a ticking time bomb. We urge you to review 
your own PC’s balance sheet to see if this appears on yours. 
This likely arose because the dentist/family needed money 
to pay for personal expenses and took money from the PC’s 
bank account.

TICKING TIME BOMB #1
The tax rules state that if you borrowed money from the PC, 
this loan must be repaid within one year after the fiscal year 
end in which the loan was made. For example, your PC’s 
year end is July 31, 2016. You borrowed money from your PC 
on June 30, 2016. You must repay the loan to your PC by July 
31, 2017. Otherwise, if you don’t, this loan will be treated by 
the tax department as income to you.

The exception to this rule (applicable only for employ-
ees rather than shareholders) is where the loan was used to 
buy a car for business use, principal home or PC shares. The 
problem dentists will have is where the exception applies 
just to the dentist. In other words, was a similar loan from 
your PC extended to an arm’s length employee? If it wasn’t, 
then the chances of convincing the tax department that you 
fall into the exception category is very slim and highly risky. 
Even where you do repay this loan, the CRA requires you 

to include in your income a deemed interest benefit at the 
CRA’s prescribed interest rate (currently 1%) for the period 
the loan is outstanding.

Conclusion:
You cannot use your PC’s bank account like your personal 
piggy bank. If you do, then be prepared for the tax bill, inter-
est and consequences.

TICKING TIME BOMB #2
Many dentists hire individuals on an independent contrac-
tor or subcontractor basis. Why? They save CPP, employment 
insurance, vacation pay (which is a minimum of 4 per cent) 
and possibly avoid severance and/or termination costs.

The challenge arises when the same individual is work-
ing on an extended basis for the dentist. The tax department, 
if they conduct an audit, could deem the individual subcon-
tractor or independent contractor to be an employee. If this 
is the case, CRA will likely go back three years and levy in-
terest and possibly penalties for the amounts which should 
have been paid to the government. You can only recover the 
employee portion of source deductions from the worker/
employee for the previous 12 months i.e., added costs to 
you. CRA will apply these main tests to determine if the in-
dividual is a self-employed contractor.
1.  Control – who has control over when, where and how the 

contractor works?
2.  Tools and equipment – who provides the tools and 

equipment?
3.  Chance of profit/risk of loss – who pays for the operating 

expenses?
4.  Integration – is the worker’s job an integral part of your 

dental business?

David Chong Yen
CPA, CA, CFP

Louise Wong
CPA, CA, TEP

Ticking Time Bombs – Taxes
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Conclusion:
Treating someone who works at your practice as an inde-
pendent contractor or subcontractor has its consequences/ 
risks. Classifying them as an employee avoids this risk.

TICKING TIME BOMB #3
Many dentists involve their families in the tax savings game 
by making them shareholders of their PCs. However, not all 
family members actually pay for the shares. If your family 
has not written a personal cheque to the PC to purchase the 
shares, then they do not own the shares. All dividends paid 
to the family members could be ignored and considered in-
valid. When it comes time to sell the PC shares, the shares 
being sold by family members may not exist and therefore 
you may not be able to multiply the lifetime capital gains 
exemption, which could cost you up to $220,000 per family 
member.

Conclusion:
Ensure all shareholders pay for their shares to avoid future 
tax headaches.

You cannot use 
your PC’s bank 
account like 
your personal 
piggy bank. If 
you do, then be 
prepared for the 
tax bill, interest and 
consequences.

Please send comments to david@dcy.ca

This article was prepared by David Chong Yen*, CPA, CA, CFP, Louise Wong*, CPA, CA, TEP and Eugene Chu, BAFM, MAcc,  
CPA, CA of DCY Professional Corporation Chartered Accountants who are tax specialists* and have been advising dentists  
for decades. Additional information can be obtained by phone (416) 510-8888, fax (416) 510-2699, or e-mail david@dcy.ca/ 
louise@dcy.ca/eugenechu@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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There are many value drivers that contribute to the sale 
price of a dental practice. There is an uber-focus on 

gross revenue as the main value driver. Regular readers of 
The Professional Advisory will remember that gross revenue, 
while important, is certainly not a good yardstick of a prac-
tice’s value, particularly when taken in isolation. One of the 
lesser discussed, but very important value drivers is the val-
ue of a Good Team.

Dental offices usually employ very small teams of peo-
ple. 80 per cent of dental offices run with between two and 
six team members. This small size makes it extremely im-
portant that people work together harmoniously and with a 
common purpose. 

A client of ours was very fortunate to have recently spent 
some time with billionaire Sir Richard Branson – founder of 
the Virgin Group. One of the takeaways from that experience 
was that for any business (practice) to be successful, they 
must hire well, pay well, cultivate a culture of trust and re-
spect, and then get out of the way! 

This sounds easy but it is difficult to execute.  Most den-
tists hire based on their gut feeling about a candidate. While 
this is fine, it creates a large margin for error. You were not 
trained in interview skills, you don’t know how to uncover 
people’s true strengths and weaknesses, and most impor-
tantly how can you ensure this person will fit on your team? 
As I write this, the Toronto Maple Leafs, whose roster has 11 
players under 24 with 6 of those being rookies, have made 
the playoffs for the first time since 2004 and are doing well 
against the league leading Washington Capitals. Clearly, 
that organization has hired very well! How can you hire a 
successful team like the Leafs have done? You don’t have 
scouts, a back office that will support you, or a budget like 
they have. There are tools that are reasonably priced and 
can significantly lower the margin of error for you. Check 
out the Kolbe Index System at Kolbe.com or the DiSC Profile 

at discprofile.com. Both of these offer valuable insights into 
personality traits and compatibility that are very hard to de-
termine by using your gut. I have seen these tools used very 
effectively in businesses from two team members to huge 
corporations with thousands of employees. 

The next nugget is to pay well. This is also important but 
must be taken in context. A dental office already runs with 
fairly high overhead, so be fair or perhaps generous to the 
stars, but it must be within market range or you risk nega-
tively impacting the value of the practice. Branson says to 
“train people well enough so they can leave, and then treat 
them well enough so they don’t want to.” Studies show that 
most people do not leave their current job for more money; 
they leave because of an attitude of indifference from their 
employer. You can develop a great team by creating a cul-
ture of trust, respect and empowerment. These people will 
stay with you for the long term and you do not need to pay 
them above the normal pay level for their job. 

Lastly, how to cultivate a culture of trust and respect. You 
see examples of these businesses everywhere. Starbucks 
does it. Apple does it. My dentist’s office does it. This is where 
leadership and shared vision come in. If you are reading this 
and thinking, “I’m a dentist, I just need to do a good job with 
my patients and good things will happen,” please read on. 
It is assumed by your patients that you are a good dentist 
and you can take care of their dental health needs. Today’s 
dental consumers are savvy customers and they want more 
than that. In fact they expect more than that and if you don’t 
give it to them, somebody else will. Work with your team to 
come up with your practice’s core value and value proposi-
tion. Have a shared vision and embrace this vision and these 
values. Your team will be engaged, won’t want to leave and 
most importantly, will champion that message repeatedly to 
your patients. This will help your practice flourish. A quick 
word about the “bad apple” on the team: if you have one 

The Value of a  
Good Team

David Lind
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and they are not willing to get on board with your vision, you 
must terminate them. They will hold everybody else back, in-
cluding you from reaching your potential.

How does all of this translate into value for your practice? 
Beyond the obvious improved financial, growth and profit-
ability numbers that enhance the value, there is also the in-
tangible value. A practice that functions harmoniously will 
achieve better market value because the buyers will be able 
to discern that your practice is special. It will show up in the 
notes in the charts, the smiling faces in the pictures in the 
staff room, the length of employment, the neatness in the of-
fice and the quotes on the wall. These are all things we see in 
“those” offices. We won’t see instructions in the sterilization 
area to the staff from “management,” or patients with out-
standing treatment that have slipped through the cracks. The 
office won’t be messy and disorganized. 

Your team has great value to you, your patients and the 
future owner of your practice. Make it a great one!

 

A practice 
that functions 
harmoniously will 
achieve better 
market value 
because the 
buyers will be 
able to discern 
that your practice 
is special.

Please send comments to david.lind@ppsales.com

David Lind is a Principal and Broker of Record 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: david.lind@ppsales.com
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