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W
alking through a shopping centre recently and pass-
ing by a real estate firm’s central office I noted with 

great interest – not particularly the real estate offers – but 
a sign in the background stating Trust Is Built With Consis-
tency. Wow, I thought isn’t that the truth. Experience has 
taught me that almost every saying of value originated from 
some wise individual somewhere. Thus, upon scanning the 
computer I discovered the originator of Trust Is Built With 
Consistency originated from Lincoln Chafee an American 
politician from Rhode Island. He served as mayor of War-
wich from 1993-1999, as a United States Senator from 1999 
to 2007, and served as Governor of Rhode Island from 2011 
to 2015. 

Consistency is one of the fine techniques within our 
existence for building trust and loyalty with those around 
you – your family, your friends and those with whom you 
do business. When you consistently do all you can to do the 
right things, make the best decisions and move in the right 
direction you are building much needed trust. 

And thinking about what The Professional Advisory has 
been striving for since its first publication 16 years ago, 
isn’t it doing all it can to build trust with consistency of ex-
cellence. Just give some thought to how much each of the 
contributors of The Professional Advisory has striven for and 
accomplished over the years to build your trust through 
consistency of worthiness. 

And thinking of building trust with consistency, wisely 
consider the advice and guidance of each of the featured ar-
ticles within this issue – and all issues – of The Professional 
Advisory. Again, David Chong Yen and Louise Wong have 
sound tax advice in the 2017 Action Plan For the Proposed 
Tax Changes. And read how Mark McNulty deals with How 

Much Do I Need in Savings to Finance $150,000 in Spend-
ing. Colin Ross wisely strives to deal with the rather complex 
question raised often throughout the dental community: 
How Can Dental Practice Values be Rising and Declining? 
Ron Weintraub brings forth the thought The More a Prac-
tice Changes, the More It Stays the Same and outlines how a 
patient’s needs are essentially the same as they always have 
been but have greatly shifted with the tendency towards 
consumerism. Thinking of a Lease Term Renewal? If so, Ian 
Toms, in his list of seven concepts every tenant should un-
derstand, clearly outlines the considerations. David Rosen-
thal outlines that a Stepped Purchase Of A Dental Practice 
can be an excellent arrangement for both purchaser and 
vendor in certain circumstances but certainly requires in-
formed professional advisors. 

The constant and continuous page after page of  
professional advice and direction within The Professional  
Advisory’s pages is certainly marked evidence that Trust Is 
Built With Consistency. 

As time goes by and we each get older we are often faced 
with decisions concerning “it’s time to change”. And now is 
the time. The decision was recently made that I step down 
from contributing editorials for each issue of The Profes-
sional Advisory. This publication will be my last. The past 
13 years have by gone quickly and working with each of the 
contributors issue after issue has been a truly rewarding  
experience. I wish The Professional Advisory all the very, 
very best in the coming years as it makes a continuous  
invaluable contribution to the dental profession.

“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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B
y now, you have likely heard of the government’s up-
dates on the proposed tax changes, which is a mixed bag 

of good and bad news for dentists. Here is what you need to 
know and the actions you should consider. 

1. Federal small business tax rate

The government will lower the Federal small business tax 
rate:

•  0.5.% decrease from 10.5% to 10% effective January 1, 
2018

•  A further 1% decrease from 10% to 9% effective January 
1, 2019

As a result of the above, the combined Federal and Ontar-
io provincial corporate tax rate for taxable income from an 
active business up to $500,000 will decline from the current 
rate of 15% to 14.5% effective January 1, 2018 and 13.5% ef-
fective January 1, 2019 for all professional, hygiene or tech-
nical service corporations. If your corporation’s fiscal year-
end is other than December 31, then the new corporate rate 
will be pro-rated based on the period before and after these 
effective dates. These rate changes do not apply to, or affect 
the taxation of investment income in the corporation.

A reduction of the small business tax rate means there 
is a greater tax deferral from having a corporation. A tax 
deferral means paying taxes later as opposed to sooner. A 
tax deferral exists because the corporation is paying a low-
er tax rate than the individual’s personal tax rate of up to 
53.53%. If you have not already done so, consider setting 
up a professional/hygiene/technical corporation to take 
advantage of the tax deferral. Speak with your tax advisor 
to determine whether it makes sense for you to have a cor-

poration as it would depend on your individual goals and 
financial situation.

 
2. Pay out dividends to family members before 

December 31, 2017

If the new rules take effect on January 1, 2018, it may be-
come very difficult to justify the dividends your family was 
receiving in the past. We recommend reviewing your cur-
rent financial situation to see if paying out a larger than 
normal dividend to family members in 2017 is worth while. 
You should consider:
 

1)  How much cash you have in the corporation to be paid 
out;

2)  How much cash your corporation can normally gener-
ate each year; and

3)  What is the retained earnings balance on your balance 
sheet.

3. Review eligibility of your Corporation for the 

Lifetime Capital Gains Exemption (LCGE) 

The government WILL NOT limit the LCGE for your fam-
ily per their October 16, 2017 announcement. A com-
mon sense and conservative approach, in our opin-
ion, is to crystallize the LCGE before the government 
threatens to take this tax savings opportunity away 
in the future. We have written several articles in the 
past about the various tests involved in qualifying for  
the LCGE. In many cases, the primary obstacle is having 
too much inactive assets (i.e. cash, insurance and invest-
ments) inside your corporation. We suggest reviewing 
the amount of cash, investments and insurance policies 

David Chong Yen

CPA, CA, CFP

Louise Wong

CPA, CA, TEP

Action Plan for the  
Proposed Tax Changes
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you have in your corporation and noting them down. You 
should be reviewing the fair market value of your invest-
ments and cash surrender value of your insurance policies 
and not the cost/book value. The fair market value would 
be stated on your monthly investments statements and you 
would need to speak to your insurance advisor for the cash 
surrender value and adjusted cost base of any life insur-
ance policies. 

4. Review your shareholding structure

You may have setup your corporation over a decade ago 
and may not recall who owns what shares. Reviewing your 
share structure with your accountant will help them identi-
fy what can be done to maximize tax savings now that your 
family’s entitlement to claim their LCGE is not restricted. 
If you have qualifying family members who are not equity 
shareholders of your PC/HSC/TSC, consider making them 
equity shareholders to multiply the tax savings related to 
the LCGE.

5. Pay out your Capital Dividend Account (CDA) 

balance

As a matter of practice, paying out the CDA balance as soon 
as you can is always a good idea. This account holds the tax-
free portion of any capital gains your corporation realizes. 
There is no harm to pay it out early as the money is tax free. 
We don’t expect the government to eliminate any existing 
CDA balance, but we can never be too sure. Hence, as a pre-
caution, you should consider paying out the CDA balance 
as soon as possible where applicable. It takes time for the 
CRA to confirm the existing CDA balance and then to file the 
special election to pay the balance out, so plan accordingly.

We have always suggested proactive tax planning which 
rings especially true this year.

If the new rules 

take effect on 

January 1, 2018, 

it may become 

very difficult to 

justify the dividends 

your family was 

receiving in the 

past.

Please send comments to david@dcy.ca

This article was prepared by David Chong Yen*, CPA, CA, CFP, Louise Wong*, CPA, CA, TEP, Eugene Chu, BAFM, MAcc, CPA, CA 
and Choy Men Lin*, CPA, CA, MAcc 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/eugene@dcy.ca/choymen@dcy.ca. Visit our website at www.dcy.ca. This article is intended to pres-
ent tax saving and planning ideas, and is not intended to replace professional advice.
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M
any contemporary influences affect the everyday 
dental environment. The challenges dentists face is to 

integrate the necessary, inevitable changes into our dental 
environment without damaging the essential timeless core 
values that allow us the privilege to offer the public pro-
fessional healthcare. This type of healthcare includes the 
benefits and safeguards inherent in a regulated profession 
as opposed to being a commodity purveyor.

Maintaining Professionalism and Core Values

The most obvious stressor on existing or start up practices 
is the lack of an increasing robust demand for our services. 
This is part of a cost/value disconnect as well as what ap-
pears to be an excessive supply of dental outlets to serve 
the “existing” needs of our potential patient base. This 
truth is particularly evident in larger centres. In keeping 
with our thesis of wanting to uphold our professionalism 
and core values, how do we maintain a patient’s needs fo-
cus and help patients financially access the agreed upon 
treatment. First, we must consider that there are a number 
of strategies to AVOID:

1. Reducing fees, thereby feeling justified in cutting back 
on some parts of the procedures that enhance the ca-
pacity to achieve an excellent predictable result;

2. Engaging in costly advertising/marketing that states 
with the implication that we may be providing spe-
cial services at no charge. Those particular services 
such as exams, whitening, and consultations, will 
be provided to newly acquired patients gratuitous-
ly while other patients of record are being billed for 
the same service;

3. Resisting the attempt of prospective patients to can-
vass your fees over the phone and by inviting poten-
tial patients to attend the office for a thorough face-
to-face discussion of the fees generally charged with 
a competent, administrative staff person. 

What Really Stays The Same

When we analyze the current patient phenomena, we real-
ize that patients’ needs or wants are essentially the same as 
they always have been. However, the emphasis toward ef-
ficiency and utility has greatly shifted in prominence along 
with the tendency towards consumerism. 

If you believe, as we do at Innovative Practice Solutions 
(IPS), that basic human nature is constant and that what 
people really look for in healthcare, even though they may 
not recognize the fact or articulate it, is the desire to re-
ceive consistent healthcare.

As dentistry is probably in the forefront of a personal, 
professional, and physical interaction with patients, that is, 
most of what we render requires hands-on physical inter-
vention with their head, neck, and oral cavity. Therefore, 
their real priorities, although possibly unrecognized, are 
the following: 

1. A comfort with the concepts of professional compe-
tence. Even though new patients may see licences 
and plaques on the wall, it is important if the intake 
administrative member gives a brief synopsis of the 
clinical team’s experience. Particularly, if a patient 
is in for a specific problem, a good strategy is to as-
sure that this office has the resources to deal with 
the issues successfully, but if necessary, the office 
would refer the patient to a certified specialist if it 
is in the his/her best interest.

2. Being able to convey a sense of importance that 
the office affords a patient’s particular problem 
with care and attention. The team should impress 
patients with assurance of personalized individual 
care rather than as simply a routine not deserving 
of a high priority of care.

3. Giving the impression that everyone is welcome 
into the practice in contrast to being allowed to join 
an “exclusive club”.

The More a Practice Changes,  
The More It Stays The Same

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

4. Having an administrative person ask how the pro-
cedure went from the patient’s perspective upon 
completion of the appointment. Often a patient 
has positive comments that can be used as an op-
portunity to suggest a potential office referral from 
their friends and family. Stating a part of the posi-
tive result was probably because they were cooper-
ative patients. We would always make room in our 
practice to treat their friends and family whom we 
would assume would be equally pleasant to treat.

5. Patients, consciously or unconsciously, look for re-
assurance that the team treated them with positive 
values and integrity; therefore, the discharging ad-
ministrator could take the opportunity to justifiably 
extol the virtues of the clinical team.

6. Showing concern for patients’ often-tight schedule 
by respecting their appointment times (unless an 
emergency situation intervenes) and mentioning 
the fact of the dedication to keeping to the existing 
schedule. 

These guidelines enhance the perception that patients are 
joining or are a part of the population of a Patient Centric 
Office where their needs and reasonable wants will be dealt 
with seriously. Consideration of the consumer/patient has 
always been a priority even though often not articulated. 
In the contemporary environment, these values remain in 
the present desires of individual patients and play an in-
creasingly crucial part in building a more successful prac-
tice. After analyzing our most successful practices of the 
previous era, we found they have mostly by instinct, unwit-
tingly presented this type of environment.

Basic human nature does not necessarily change, but our 
strategy to bring our solutions to the fore must be routinely 
reviewed and emphasized. The more a practice changes, the 
more the path to success stays the same.

Basic human 

nature does 

not necessarily 

change, but our 

strategy to bring 

our solutions to 

the fore must be 

routinely reviewed 
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O
ver the past several years, overall dental practice val-
ues have been rising to significant levels. There are 

many reasons for this increase in value, but it has primarily 
been fueled by increased demand from new dentists en-
tering the Canadian marketplace, combined with unprec-
edented access to capital from many Canadian banking 
institutions

In the past few years, the demand has been strong for 
all practices, big and small rural and urban, specialty and 
general. Recently however there has been a noticeable 
shift in demand and pricing patterns that has resulted in 
some practices values continuing to rise, but many prac-
tices falling out of favor.

The practices that are continuing to increase in demand 
and values are the large practices and surprisingly, the 
practices in rural markets. The increase in large practice 
values is not surprising, these practices are usually in high-
ly visible locations, typically have more than 1,500 active 
patients, and have strong cash flows. 

The other area that has seen an improvement in value 
are practices in non-urban areas. While this is certainly an 
upwardly positive trend, but it is less significant as their 
values were previously very depressed. It seems that pur-
chasers have started to look at these non-urban areas, as 
they have recognized that the urban practices are either 
too expensive or too competitive. 

The practices that are stable or declining in demand are 
either small, in decline or have low visibility. These trends 
are not surprising when we consider the demographics of 
today’s purchasers, the competition in the market, and the 
access to capital. 

It is common knowledge that a large majority of new 
purchasers are foreign trained dentists who are relatively 
new to Canada. These purchasers are typically older, have 
good dental experience, and have families. As a result of 

this fact, these purchasers have certain requirements for 
their career, and for their families. As a result of the age 
bracket of these buyers, they have more financial respon-
sibility than a new graduate, and therefore have very dif-
ferent practice objectives. Younger buyers can afford both 
the time and have the patience to get into a small or new 
practice and take the time to grow its profitability. These 
other buyers cannot afford the time it takes to grow cash 
flow and are therefore are prepared to pay more for the 
larger practice with greater cash flow and less risk. 

The other fact impacting the market is marketing or 
practice growth strategies. Despite being well trained and 
overall have strong clinical, and communication skills, 
most buyers are not comfortable with their ability to grow a 
practice and attract new patients. Given the current levels 
of competition, these buyers are not wrong but are some-
times missing opportunities. 

The other more important reason for this diminished 
demand for the smaller practices is unfortunately based 
on perception. The perception is that if a practice is small, 
it gets a double negative treatment. Not only does it have 
limited cash flow, but because it is small it is perceived to 
have a location that cannot attract or retain patients. The 
unfortunate part of this trend is that the perception may 
miss many excellent opportunities. It is a fact that many 
small practices have been operated by conservative den-
tists who are nearing the end of their career. Many of these 
practices do little or no marketing, didn’t try to get new pa-
tients, and were very comfortable operating at their basic 
levels. 

We have seen many examples that when sold, the new 
owners inject life back into these locations, implement 
new marketing plans, and are able to significantly grow 
these practices. 

For sellers of smaller practices, the implications of this 

How Can Dental 
Practice Values be 
Rising and Declining?

Colin Ross

MBA

C li R



9

 | The Professional AdvisoryVOL. 82 November 2017

trend are meaningful. If your practice fits the small practice 
criteria, it should be your goal to address any negatives as-
sociated with your practice. You cannot allow revenues to 
decline, and should make a reasonable attempt to attract 
and retain patients to give purchasers the confidence that 
the location is viable. If it is determined that your practice 
does not have the required potential to grow, and is com-
pletely out of favor with the marketplace, the seller must be 
prepared to possibly sell patients only, or certainly lower 
expectations on a sale price. 

For purchasers, the implications are also just as signif-
icant. Many purchasers will continue to pursue the larger 
practices, and continue to pay top dollar for practices that 
have proven track records. For those purchasers who are 
willing to look at smaller practices, they must become very 
strategic in their analysis of the locations, and they need to 
ensure that they have the basic understanding of marketing 

and what it takes to attract patients in a particular environ-
ment. There is a need to differentiate between a practice 
that is small by design versus a practice that has tried to 
grow but failed due to competition, location, or visibility. 

In summary, we feel that large practices will continue to 
be in high demand, but for small practices, we urge the sell-
ers to address the perception issues that the practice has no 
growth potential. For buyers, we urge them to look deeply 
into the small practices to assess the real reason for the lack 
of size, and to determine if there exists growth opportunities. 

The practices that 

are continuing to 

increase in demand 

and values are the 

large practices and 

surprisingly, the 

practices in rural 

markets.

Please send comments to colin.ross@ppsales.com

Colin Ross is a Partner in Professional Practice Sales Ltd. (www.ppsales.com), which specializes in the valuation and sale of dental 
practices.  He can be reached at (905) 472-6000 or 1-888-777-8825 or e-mail at: colin.ross@ppsales.com
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A stepped purchase of a dental practice is becoming 
 more prevalent in recent years, particularly for special-

ty practices. A stepped purchase occurs where the purchas-
er dentist (Purchaser) buys a dental practice from the selling 
dentist (Vendor) in two or more steps over an extended pe-
riod of time. This transaction is used where the Purchaser is 
not prepared to purchase the entire dental practice immedi-
ately, but wants to enter into a long term plan and a legally 
binding agreement with a Vendor that clearly set outs out 
the stepped purchase that will occur over time.

A stepped purchase which extends over a period of sev-
eral years is not the typical arrangement when purchasing a 
dental practice. The more usual route is the Purchaser buys 
100 per cent of the Vendor’s practice, purchasing shares of 
the Vendor’s dentistry professional corporation or by a pur-
chase of assets. Where the Purchaser wants the Vendor to 
remain at the practice and continue practicing dentistry af-
ter the purchase, the Vendor does so as an associate of the 
Purchaser. An associate agreement is entered into with the 
Purchaser as principal and the Vendor as the associate typ-
ically receiving 45 per cent of collected billings. While the 
norm is 40 per cent for associate remuneration, since the 
Vendor provides mentoring and assistance in the transition 
of the practice to the Purchaser, 45 per cent is typically the 
remuneration level.

In a stepped purchase, the Purchaser is often already an 
associate of the Vendor and has worked with the Vendor at 
the dental practice for a number of years. The parties have 
worked well with each other and share the same practice 
philosophy and values. The Purchaser wants to buy the 
practice but, for various reasons, wants the Vendor to retain 
an ownership interest in the practice and continue to prac-
tice dentistry as a co-owner. 

The associate wants to buy the practice and agrees to do 
so over time. Why? Having the Vendor remain as a co-own-
er of the practice is excellent support for the Purchaser. The 
Vendor may have far more experience in dentistry and has 
run the practice successfully for many years. That wealth of 
experience can be invaluable to the associate. Having an in-
house mentor on an ongoing basis is a wonderful resource 
to the associate.

The arrangement often works as follows. The parties enter 
into a purchase and sale agreement whereby the Purchaser 
buys a portion of the Vendor’s shares of his or her dentistry 
professional corporation. Or in the case of an asset sale, the 
Purchaser buys an undivided interest in the Vendor’s dental 
practice assets. From the Purchaser’s perspective the initial 
percentage purchased is typically not less than 50 per cent, 
so that the Purchaser has equal control of the practice. 

The Purchaser and Vendor become common sharehold-
ers in the case of a share purchase or partners where assets 
are purchased for a period of time until the stepped pur-
chase is fully completed. A detailed shareholders agreement 
or partnership agreement is the primary document govern-
ing their ongoing relationship during the stepped purchase. 
The shareholders agreement or partnership agreement will 
provide that the Purchaser agrees to purchase the remain-
ing portion of the dental practice from the Vendor at a future 
specified date or dates for a specific price. The price may be 
a fixed price or based on a formula that is sufficiently clear 
that the parties will easily be able to determine what the 
price will be for the next step or steps of the purchase. 

If the Vendor dies or becomes disabled, the agreement 
should provide that the future stepped purchase dates for 
the Purchaser’s purchase of the Vendor’s remaining inter-
est in the practice will be accelerated upon such triggering 

David E. Rosenthal

BA., LL.B.

Stepped Purchase 
of a Dental Practice

D id E R th l
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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.

A stepped purchase 

occurs where the 

purchaser dentist 

(Purchaser) buys  

a dental practice 

from the selling 

dentist (Vendor) in 

two or more steps 

over an extended 

period of time.

events. To ensure the Purchaser can fund the buy-out in such 
events, the Purchaser typically obtains life insurance and dis-
ability insurance policies on the Vendor, with the Purchaser 
as beneficiary. 

Similarly, from a Vendor’s perspective, the Vendor may 
obtain life insurance and disability insurance on the Pur-
chaser. If the Purchaser dies or becomes permanently dis-
abled before completing the final purchase step, the Vendor 
might have the right to re-purchase the Purchaser’s interest 
in the practice at a specified price.

Insurance issues in stepped purchases can be complicat-
ed and require careful tax planning. The parties need to re-
tain insurance advisors who have expertise in advising den-
tists and who understand these issues to provide appropriate 
advice to the parties. Insurance policies should be arranged 
early in the process to ensure that the parties qualify for such 
insurance and that appropriate buy-out funding is in place.

A stepped purchase can be an excellent arrangement for 
both Purchaser and Vendor in certain circumstances. How-
ever, stepped purchases are complex and require careful 
planning and extensive legal agreements. The best advice is 
to retain professional advisors, including an insurance ad-
visor, accountant and lawyer, who are all very familiar with 
these structures and who focus on advising dentists in pur-
chasing dental practices. 



A
n Orthodontist recently called me. I did not know him 
 before, but his colleague is a client. He said he needed 

to know, A.S.A.P., how much in savings he and his spouse 
needed to live off $150,000 (after-tax), without eating into 
the originally saved principal. Good question, but why the 
urgency? I asked but I already knew the answer.

Dentists are facing greater and greater competition. You 
have more non-clinical and practice management responsi-
bilities than ever before. And now, with the Liberals’ tax plan 
you are taking home less money than you have in decades. 

The good news? Your practice value remains at an all-
time high. As such, we are experiencing an increase in den-
tists contacting us and saying, “I’m ready to sell my prac-
tice. If I do, how much can I spend in retirement?”

To be clear, many dentists that decide to sell their prac-
tice continue to work on a reduced basis. I have clients who 
sold their practice and have been associating for years. 
Whenever I ask these dentist, “when are you going to re-
tire?” The typical answer is, “I’m associating two days per 
week with two months’ vacation. I am retired.”

That being said most like to look at their associate in-
come as a safeguard in addition to what we can help them 
with from their savings.

So, the question remains: how much in savings do you 
need to live off $150,000 (after-tax), without eating into the 
originally saved principal? The answer depends on numer-
ous factors, so it is challenging to provide one number that 
will be correct for everyone. That said, we do have many 
examples of dentists who have actually been retired for 
years, living off the income of their portfolio, and now have 
more than their original saved principal.

How they did it

Take Dr. John and Mary Doe as an example. On December 
31, 2010 they had a portfolio with us of $5,012,695. Every 
year they withdrew just under $150,000 after-tax and at 
the end of 2016 their portfolio was worth $6,216,371. They 
spent $150,000 after-tax in retirement and their portfolio 
grew.

Another family who joined our firm in 2012 started 
with a portfolio of $5,574,518. They withdrew an average of 
just over $260,000 annually. Today their portfolio is worth 
$5,893,549. They enjoyed $260,000 in retirement spending 
after-tax and still their portfolio grew. 

Many dentists we meet have a history of what we call 
“bar napkin planning”. For example, they say if I sell my 
practice and bring my total savings to $5 million, earning 
an investment return of five per cent should allow me to 
spend $250,000.

Here is the problem with that line of thinking – this 
equation doesn’t account for:

1. Income tax: if you are like most professionals we 
work with, you have money saved in RRSPs, corpo-
rations, etc. When you withdraw this money to fund 
your lifestyle, there are taxes to pay. In the case of 
the corporation, the investment income you earn 
is taxable as well. Further, sometimes the timing of 
when you need to pay these taxes can be challeng-
ing. If you were like this case, making a five per cent 
investment return on $5 million, then you will owe 
tax on your $250,000. 

2. Inflation: $1,000 today will not be worth $1,000 in 
10 years. 
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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.
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3. Variability of investment returns: while you may 
assume an average return of five per cent, the reality 
is this will not happen every year. In 2008 your port-
folio might have been down 10 per cent percent, so 
then what happens? 

4. Reality: there is a big difference between talking 
about how you are going to fund your retirement 
and doing it. In other words, one day you actually 
have to retire. Properly managed means you will get 
a steady paycheque into your bank account from 
your portfolio the day you retire. This requires much 
more planning and organization than what happens 
in “bar napkin planning”.

In conclusion

If you are planning on living off of just the income in your 
portfolio it needs to be a calculated approach. For these cli-
ents we created a system called The Portfolio Paycheque. 
The first step we took in developing this system was to rec-
ognize there are too many variables (one through four men-
tioned above) to guarantee a cash flow for a long period of 
time (your retirement). Therefore, this is a calculation that 
needs to be run every year. We look at all the variables that 
go into the calculation and investigate probable outcomes. 
We determine cash flows with which there is a high level 
of certainty and put risk protocols in place to minimize the 
volatility of cash flows that have a lower level of certainty. 

The result can be a great retirement – or at least a start.
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T
he lease describes the terms and conditions under 
which the tenant can use the landlords property. One of 

the terms is how long the tenant may use its premises. Typ-
ically, the lease sets out an initial term, followed by a series 
of options to renew or extend the term. This article explores 
some aspects of lease term management.

The term of a lease must be date certain in order for the 
lease contract to be valid. Beyond this requirement, the 
lease term can be any length the parties agree to. Our of-
fice administers leases with terms ranging from as short as 
a month to a land lease with a term of 1,000 years. Typical-
ly, the lease term is five years. Terms longer than 20 years 
may require special administration depending on the type 
of tenancy and property.

Ultimately, the tenant wants to remain a guest in the 
landlord’s property under as many optional terms and con-
ditions as possible, whereas the landlord wants to maximize 
the benefits of the tenancy, giving up as little control as pos-
sible. It is this conflict of interest that makes optional lease 
terms a very tricky mechanism to deal with. For example, 
some landlords simply do not grant options to renew; some 
tenants will not lease space without several predetermined 
options to renew.

From a tenant’s perspective, options to lengthen the 
term are very valuable. Here is a list of concepts every tenant 
should clearly understand.

1. The remaining term length plus optional term length 
must be greater than the length of time the tenant 
needs to finance its operation. For example, if a tenant 
is considering selling its practice in three years, and at 
that time there is a total of eight years remaining in the 
current term plus optional term length, the buyers abil-
ity to finance will be impaired, reducing the value of the 
practice. That simple.

2. Know that some options to exercise term lengthening 
mechanism requires the tenant to notify the landlord 
that they are exercising the option, in writing, by a spe-
cific mechanism, on or before a certain date failing 
which the option is null and void. Alternatively, some 
options are considered to be exercised if the tenant 
does not notify the landlord! Failure to exercise the op-
tion to extend, or not extend, has very significant con-
sequences. Many landlords will take this opportunity to 
renegotiate all tenancy terms and conditions, including 
imposing a new lease, or in worst case the tenancy may 
be ended.

3. If an option is exercised, a certain mechanism is set in 
motion to administer the optional term period. Typ-
ically, only the base rental amount is to be reset. In 
some cases, even the base rental amount is predeter-
mined. A prudent tenant would want to re-negotiate 
terms such as additional term options, more signage 
and so on, so exercising an option can and will severe-
ly limit the scope of the new term negotiation. Negoti-
ating BEFORE option exercise can and will ensure the 
opportunity to negotiate as many tenancy elements as 
possible.

4. Administered properly, a new term negotiation is an 
opportunity to revisit or visit many tenancy issues in-
cluding whether to delay or delete the demolition 
clause and add additional options to renew.

5. Technically, a lease term renewal differs from a lease 
term extension. A renewal “renews” all tenancy terms 
and conditions, which terms and conditions may in-
clude free rent, allowance etc., whereas an extension 
simply “extends” the current term into the future. In the 
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industry, the two terms are commonly interchanged, but 
to know the difference will enable prudent administra-
tion of your affairs and maximize your position.

6. Options to lengthen the lease term have limited value if 
the lease contains a form of early termination in favour 
of the landlord. More and more common, the demoli-
tion clause gives the landlord the option to terminate the 
lease if it wants to redecorate, refurbish or redevelop the 
property on little or no notice. In this case the options to 
renew are only valuable if the landlord’s option to termi-
nate has not been invoked.

7. Just because your lease has no written option to lengthen 
the term does not mean you have no option. You always 
have the option to approach the landlord to negotiate a 
longer term, or a series of options to lengthen the term. 

Look forward to properly administering your option(s) to 
lengthen your lease term. Look forward to understanding 
what you can and cannot accomplish with your premises 
management, and how you can improve the long term value 
of your practice.

First, clearly understand exactly what your options to 
lengthen your lease term length mean in terms of how many 
there are, how long you have optional control of the premis-
es, how options are administered, and how options might af-
fect your tenancy. Have a qualified professional review your 
lease with specific attention to term length options.

Secondly, administer your options carefully by hiring 
a specialist. We all have our areas of expertise; do not risk 
losing your tenancy by attempting to administer your own 
affairs. A properly administered option is an opportunity to 
improve your position; an improperly administered option 
can end the tenancy. 

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.
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