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What is a 'Profit Center’

AA profit center is a branch or division of a company that is
accounted for on a standalone basis for the purposes of
profit calculation.

AA profit center is responsible for generating its own results
and earnings.

AProfit centers are crucial in determining which units are the
most and least profitable within an organization.
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Revenue

EXpenses

Profit or (Loss)



Ordinary Income/Expense

Income
Fees - optometry
Sales - merchandise
Returns/refunds

Total Income

Cost of Goods Sold
Purchases
Frames
Contact lenses
Lab
Medications
Small equipment

Total Purchases

Total COGS

Gross Profit

Expense
Advertising
Auto expense
Bank charges
Service charges
Credit card/Telecheck fees
Care Credit fees

Total Bank charges

Cable Service
Contract Labor
Contributions
Depreciation expense
Dues and subscriptions
Electronic claims filing
Insurance

Liability Insurance

Disability Insurance

Officers' life

Total Insurance

384,696.84
2,267,190.17
-21,829.93

2,630,057.08

387,490.09
229,269.75
281,400.85
1,116.14
7,122.19

906,399.02

906,399.02

1,723,658.06

33,389.08
1,646.03

62.58
36,669.18
2,553.54

39,285.30

11,456.79
635.50
10,246.00
17,269.22
4.843.44
524.05

6,048.50
4,388.40
2,230.01

12,666.91

Professional Fees
Accounting
License fees
Legal fees

Computer consulting & supp...

Pension plan
Other

Total Professional Fees

Professional Assistance
Professional Licenses
Rent

Store rents

Storage

Total Rent
Repairs and maintenance
R &M - building
R & M - computers
R &M - equipment
Total Repairs and maintenance
Supplies

Office supplies
Operating supplies

Total Supplies

Telephone
Travel and entertainment
Travel
Meals
Entertainment
Gifts
Total Travel and entertainment
Utilities
Electric
Total Utilities

Total Expense

13,002.00
205.00
2,028.00
8,726.57
4,025.00
8,800.00

36,786.57
25,676.25
731.00

143,233.83
1,846.01

145,079.84

2,290.21
884.31
1,416.18

4,590.70

11,722.69
2,790.58

14,513.27
2,958.57

13,482.51
4,313.31
1,341.46
1,600.50

20,737.78

10,050.84

10,050.84

1,597,350.00

Net Ordinary Income

Other Income/Expense
Other Income
Interest Income
Other Income

Total Other Income
Net Other Income

Net Income

126,308.06

53.86
119.24

173.10

173.10

126,481.16

4.8%
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REVENUE SOURCES
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. 22% inti .
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Fees Eyecare
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$390,000 $430,000 $160,000 $20,000 = %1

But what are yYouUEXPENSE& each of these portions?



Expense Category % of Gross Revenue by Practice Size

$537,000 $803,000 $1.1 MILLION  $1.5 MILLION  $2.1 MILLION TOTAL

1°-19' percentile 20™-39 percentile 40'-59% percentile 60™-79™ percentile 8099t percentile (median)

8.5% 1.2% 6.9% 6.0% 6.1% 6.9%

Equipment (% of gross revenue)
2.4% 2.3% 2.0% 2.0% 1.6% 2.0%

Marketing (% of gross revenue)
1.5% 1.2% 1.1% 1.1% 1.1% 1.2%

Interest (% of gross revenue)
1.4% 1.3% 0.9% 0.7% 0.7% 1.0%



GROSS REVENUE per FTE

$700,000

Eye exams 22%
Medical eyecare 17%
Prescription eyewear 43%
Contact lenses 16%
Other 2%
EXPENSES
COGS 25%
Staff payroll 20%
Doctor payroll 20%
Occupancy 8%
Marketing 1%
Cinical equipment 1%
Overhead 10%
NET 15%

20%+15% 35%



ENTIRE PRACTICE

ARevenue

ABY source

AExpenses

ACOGS

A Staff Payroll
ADoctor Payroll
AOccupancy
AClinical Equipment

AMarketing
AOverhead

AProfit or (Loss)

Ordinary Income/Expense
Income
Fees - optometry
Sales - merchandise
Returns/refunds

Total Income

Cost of Goods Sold
Purchases
Frames
Contact lenses
Lab
Medications
Small equipment

Total Purchases
Total COGS

Gross Profit

Expense
Advertising
Auto expense
Bank charges
Service charges

Credit card/Telecheck fees

Care Credit fees
Total Bank charges

Cable Service
Contract Labor
Contributions
Depreciation expense
Dues and subscriptions
Electronic claims filing
Insurance

Liability Insurance

Disability Insurance

Officers' life

Total Insurance

384,696.84
2,267,190.17
-21,829.93

2,630,057.08

387,490.09
229,269.75
281,400.85
1,116.14
7,122.19

906,399.02

906,399.02

1,723,658.06

33,389.08
1,546.03

62.58
36,669.18
2,653.54

39,285.30

11,456.79
635.50
10,246.00
17,269.22
4,843.44
524.05

6,048.50
4,388.40
2,230.01

12,666.91



ENTIRE PRACTICE PROFIT CENTER

ARevenue AAssigrRevenue
ABY source AAssigrExpenses
AExpenses ACOGS
ACOGS A Staff Payroll %
A Staff Payroll ADoctor Payroll %
ADoctor Payroll AOccupancy %
AOccupancy A Clinical EQuipment%
AClinical Equipment AMarketing %
AMarketing AOverhead %
AOverhead AProfit or (Loss)

AProfit or (LosS)
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MARCHON

FOCUSED ON YOU

Secrets to Inventory Management Success




Why Is Inventory Management Important?

The Optical is a Profit Center for Practices

Framesi 29%

Lenses i 37%

Other T 1%

E T 23%
xamsi 23% Contact Lensesi 10%

MARCHON




Why Is Inventory Management Important?

Benefits to the Practice:
1. More Satisfied Patients
2. More Productive Staff

| MARCHON



Why Is Inventory Management Important?

Benefits to the Practice:

6. Increase Sales

/. Measure ROI for higher profits

8. Stabilize your cash flow

MARCHON




Implementing an Inventory Management System

A Begin by evaluating your
current frame inventory.

A Start with the total number
of frames you have in your optical
versus the number you should have.

MARCHON



Implementing an Inventory Management System

The total number of frames you have, should depend on the number of
exams you perform per year in your practice.

1,000 exams Der year 450 - 550 frames
2,000 exams per year 600 - 700 frames
3,000 exams per year /700 - 900 frames
4,000 exams per year 900 - 1,200 frames

| MARCHON



Implementing an Inventory Management System

A Determine what your frame inventory P
should be based on the demographics of | i
g w— / iw‘

your practice.

A What types of frames appeal to your
demographic?

MARCHON



Implementing an Inventory Management System

Best Practices for Purchasing
A 25-48 pieces minimum per brand

A Buy deep, not wide
A For example: 10 Styles in three colors and various sizes, not 30 singles

A Verify point-of-sale and display materials are available for the brand

A Higher priced products = Higher practice revenue

| MARCHON



Determining Which Vendors to use

30% of frames come from

secondary/niche vendors 70% of frames come

from primary vendors

" MARCHON




Determining Which Vendors to use

A Evaluate your current business with
vendors and select how to move forward

A Review the policies of each vendor that
are important to you




Monthly Inventory Reporting

RAM FRAMES TO BE
d = REORDERED

Computerized inventory systems

{ MARCHON



Monthly Inventory Reporting

R
-

Manual with frame tag

4 MARCHON



Measuring Results

You can accurately

evaluate what is selling, N, T e ——
. . > /-‘-m"j'?.‘fﬂ_r.?'}.’: |

what is not selling, and 1 Bae e —EpiRgias

design your purchasing y P S |

according to these figures

to maximize your ROI.




Implementing Change

Max!l mi ze YouUur

A Spend more time with patients
and less time picking out frames
with reps.

A Ask your frame rep to spend
their time merchandising their
product, adjusting frames on the
board and training your staff.

{ MARCHON



Implementing Change

What image do you want for your practice?
A hsalesyo bargain destination for e

" MARCHON




Want more information for your office?

East - Rob Arruda rarrunda@marchon.com

SE T Keith Padgett kpadgett@marchon.com

Central T Sue Rose Ohneck Sohneck@marchon.com

West 1T Toni McElroy Tmcelroy@marchon.com

{ " MARCHON



mailto:rarrunda@marchon.com
mailto:kpadgett@marchon.com
mailto:Sohneck@marchon.com
mailto:Tmcelroy@marchon.com

MARCHON

FOCUSED ON YOU

Secrets to Inventory Management Success
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® Snap shot situation

» Opportunity

®» YOUR OPTICAL

» Category growth

® Bring Value/ education

Today

@UNIVERSITY”



EYEGLASS AND EYECARE STILL UNDERVALUED

CPI COMPONENTS % CHANGE

between 2015 and September 2@EMonths Ended

0 2% £5 1% M +2 6%

EYEGLASS
ES AND MEDICAL
EYECARE DENTAL CARE

ALL
CONSUM
ERITEMS

@UNIVERSITY"‘




~ OPTICALINDUSTRYREVENUE'SINCE 2008

In her lifetime,

. Sheol |l have mnelysebofs
| \\160 DENTAL 359 37
\ CHECKUPS.
| 33.6 \
but just 320 318

.

-
200
2009
2010
2011
2012
2013
2014
2015
2016

/ @UNIVERSITY"‘

Source: VisionWatch Survey from the Vision Council



WHERE DO PEOPLE GO?

Retail & Other

g Independent

Source: VisionWatch Survey from the Vision Council



EYE CARE INDUSTRY TRENDS

AVERAGE LENS REPURCHASE
CYCLE

1.92 veARs

@UNIVERSITY"‘



Increasing Practice Revenue

Increase Patient Flow
1. Marketing

2. Referrals

3. Decrease exam time
4. Add O.D.s

5. Add Techs

R

—

Increase $ per Patient
PAL/Premium PAL %
Highindex %
Non-Glare %
Polarized Sunwear %
Frame/Lens Markip
Multiple Pairs
Photochromic %

Raise Exam Fees

© ®© N o 0o bk~ 0 DN PRF

Add Exam Services

Increase Capture Rate

1. Customer Experience
wTlotal time of office

Visit

wService/Staffing
wConvenience/Hours
wEnvironment

2. Merchandising

3. Preselling

4. Selling from chair

@UNIVERSITYT”



Eyewear Capture Rate

Strategies for improving capture rate

1. Pre-sell - ask patients to bring current eyeglasses and
prescription sunwear with the to exam

2. Merchandise well - structure office experience to
enhance

3. Devote at least 25% of office space to optical
dispensary

4. Recommend eyeglasses to all contact lens wearing
patients

5. If patient asks for Rx to take with them, ask why
6. Feature new lenses and frames prominently




What % Penetration USASun / TransitioncOpportunity

Xoerid®
TransitiGns

Egezenw @UNIVERSITY"’




XoericD

polarized sun lenses

@UNIVERSITY"‘



LISNRA 2 ! £+ &dzLISNRA 2NA G @é X

No other sun lensneets consumer expectations better thaiperio UV
polarized sun lenses:

ADurabilityc (resists scratches)

- Xperio UV polarized sun lenses resist abrasions that would scratch most
sun lenses (like sand).

ACleanabilityc (easy to keep clean)
- Xperio UV polarized sun lenses stay cleaner than other sun lenses
(especially important outside)

AProtectionc (reduces UV exposure)

- Xperio UV polarized sun lenses provide more
UV protection than other sun lenses.

XperioUV polarized sun lenses will be the @UNNERSWY
0Said adzy3atlaasa GKSé&Q

SOSNJI 2 NJ
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ESSILOR®
Tinted Lenses

e

REDUCES

.

LIGHT INTENSITY

~

J

—

PROTECTION
from UV light

-

~~

ESSILOR®

Polarized Lenses

7

+

CLARITY

(eliminates reflected
glare)

~\

,

REDUCES

LIGHT INTENSITY

J

—

-

PROTECTION
from UV light

+

+

+

DURABLE
(less scratches)

EASY TO CLEAN

(less smudges)

LIGHT INTENSITY

CLARITY
(eliminates reflected
glare)

- ™
REDUCES

o
PROTECTION
from UV light

LI2 NI F2f A2 X
Xpericd®

Xperid Colors

- - \ . - -
Plum
3 Xperio UV —
Mirror )
" Gad Blue

Sitvar



TransitiGns

adaptive lenses

- T — m



CN) VaAilA2yat &adzLISNA 2 NR U & X

No otherphotochromiclensmatches the performance of
Transitionsadaptive lenses:

AComfort in all lighting conditions.
AConvenience

AAdaptive protection from Harmful Blue Light
ASelection of materials, designs, and colors

Transitions adaptive lenses provide superior performance
across the key attributes gbhotochromiclenses fast
activation, dark activation even in hot weather or behind

a windshield (TransitionXTRActive @
UNIVERSITY™



CNF yvarAluAzyat LER2NIF2tA2X

o TransitiGns
Transiti@ns  XTRActive
Sighature ) .
f b COMFORT

daptive from hint of tint
COMFORT S ipsungEssdane
adaptive from
clear to dark L )
. ) r ~\
i | PROTECTION
PROTECTION g L Tigh
from UV light )
. ) e \
+
PROTECTION
PROTECTION from Harmful Blue Light
from Harmful Blue Light U N I V E RS I TY
. J \. J




ESSILOR

SEEING THE WORLD BETTER

Improving lives by improving sight

© ESSILOR 20&®&\l rights reserved
Do not disclose, copy or distribute
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A Optometry &OpticianrySchool Support @

I Cash Donations
Schools

Student Groups
Student Grants
Event Sponsorships

To T o T o

I In-kind Donations
A Equipment for Clinics
A Speaker Payments

A VariluxOptometry Student Bowl

Specific School Initiatives

cGssilor

Over $3 Million

A Reimbursement for School Attire An Nnu al Iy

I Student Internships
T Business Simulations

A Association support

I SECO, AOA, American Boar@®pficianry

I Event Sponsorships

I Education Sponsorships (i.e. Spectacle Lens Track at Vision Expo)

I Speaker Payments
A ECP University

UNIVERSITY"



Support through Funding and Education

Professional Relations & Customer
Education Team Mission

OWe engage, develop and advance optical

Industry professionals through meaningful
partnerships and education to build
iInfluence, create brand awareness, instill
loyalty, and bring value to assist in growing

t heil r b u @gﬂm%g@gww



Practice & Staff Fundamentals

- 100+ online courses to help onboard new staff and
UN|VERSITY Improve the dispensing skills of current staff

ABO Exam Prep Course

Management Development Progranfor Managers

6-month business course designed to help
practice and optical managers gain confidence
and business expertise

CEO.D./MBAor Doctors

Practice insights, metrics and events to help
ODs and owners learn proven strategies for

practice success
@U NIVERSITY"
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A Consumer Awareness spending
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A Education
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How to Create and Manage
Profit Centers:

Contact Lenses

Kevin S. Roe, OD, FAAO



Which Patients are More Profitable?

\ A\

ANet revenue fromthé 4 LISO U | éatienh 2y f & ¢
Ad{ LISOGI Oft Sa 2yfeéeé¢ LI OGASYyla 2y |
years
ALess frequent XMsapproximately every 2% years

ANet revenue fromthex O2 y (1 | O0 pdtiehy a 2y & ¢
AContact lens patients provide ongoing revenue
AMore frequent examinationsapproximately every 15 months

1. RitsonM. Which Patients are More Profitable? Contact Lens Spectrum March 2608:38



Conclusions

AA2ai 9/tQa R2 y20 2dzR3IS UF
over the lifetimeof their relationship with them

ATendency tmverestimatethe impact of the initial cash flow and
underestimatethose of later periods

AMakes spectacled LJLJISrhoMIprofitable since the initial sale of
spectacles almost always generates more profit than the initial sale
of contact lenses

AOn average, a contact lens patientli§ times more
profitable than a spectacle patient

RitsonM. Which Patients are More Profitable? Contact Lens Spectrum March 2688:38
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end up where you

~Lao Tzu

2009 2010 2011

=¢=2-\Week Replacement EQ Sales
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Patient Compliance

2013 study of 9,677 contact lens patients

% Patients Who Replacé
Their Contact Lenses on
Time*

2-week Monthly Daily Disposable
Replacement Replacement Lens Wearers
Lens Wearers Lens Wearers

FLY I O0O2NRIYyOS gAGK UGUKS al ydzZFlI OGdzZNENR&E wSO2YYSYRSR wSLX FOSYSyYy(d CNEBIljdsSyoe o
1. Guthrie S, Dumbleton K, Jones L. Financial implications of patient complimmtact Lens Spectruidecember 2014. © 2017 Novarti€02/17 USPRALG-E0235



Average Consumer Repurchase/Exam Repurchase

By Product

Eyeglases
Non-Compliant Contact Lens Patie

Compliant Contact Lens Patie

10

15

20

25

30



Impact of Reducing Interval Between Contact Lens Exams

$500,000 $750,000 $1,000,000
Eye Exams Performed 1.700 2 550 3,400
Annually
Months between contact Contact Lens ExantsAnnually
lens exams

18 r_nonthsc 510 765 1,020
_ National Average |

17 540 810 1,080
: 16 574 861 1,148

15 612 918 1,224

14 656 984 1,312

o~

Reducing the average interval between contact lens exams from 18 months to 16 mon

results in al2.5% increasé the number of exams performed each year from existing
wearer base.

Reference: MBA Best Practices of Contact Lens Management, March 2010



Impact of Reducing Interval Between Contact Lens Exams

$500,000 $750,000 $1,000,000
Eye Exams Performed 1.700 2 550 3,400
Annually
Months between contact Contact Lens ExantsAnnually
lens exams

18 r_nonthsc 510 765 1,020

National Average

17 540 810 1,080

16 574 861 1,148

15 612 918 1,224
[ 14 656 984 1,312

Reducing the average interval between contact lens exams from 18 months to 14 mon

results in a28.6% increas@ the number of exams performed each year from existing
wearer base.

Reference: MBA Best Practices of Contact Lens Management, March 2010



The average practice see¥)00 contact lens patientannually

Profit Calculator

Current Strategy  Daily Monthly 2-Week

Percent 10% 40% 50%
Dollars $34000 $80,000 $54,000
New Strategy

Percent 30% 50% 20%
Dollars S$101,000 $100,000 S11,000

Incremental Profit $44,000



Patients wearing DAILIESand qefiliconA)

contact lenses wer®3%compliant with the daily
replacement schedul&?

% Patients Who Replacé
Their Contact Lenses on
Time*

Patient
Compliance

2-week Monthly Daily Disposable
Replacement Replacement Lens Wearers
Lens Wearers Lens Wearers

FLY I O0O2NRIYyOS gAGK UGUKS al ydzZFlI OGdzZNENR&E wSO2YYSYRSR wSLX FOSYSyYy(d CNEBIljdsSyoe o
1. Guthrie S, Dumbleton K, Jones L. Financial implications of patient complimmtact Lens Spectruidecember 2014. © 2017 Novarti€02/17 USPRALG-E0235



A growing interest in daily disposable lenses Is share
by both patients and ECPs

N\

2F LI UASYyUGa ¢ ( KSe I NEechEWwhk to fit more of

5 |
go® AYUSNBaluSRE Ay 4 Ig@ %F Rihelr pablents in daily

disposable lenses

disposable lenses when
recommended by their EGP

.
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ALCON DAILIES®

CHOICE

—— PROGRAM —

Choose a better way to wear your lenses with a fresh, new lens everyday.

MULTIFOCAL 2 .
TORMC =

DAILIES/A|  pAILIES A

AquaComfort PLLIS® AquaComfort PLUS DAILI ES A i

ONE-DAY CONTACT I.EN_% ont-oht ol /\qUaComfor[ m.’s. MULTIFOCAL

Alcori

e A B A SN

Alcon




Introducing the Alcon DAILfEShoice Program

A Alcon DAILIEEhoice Program can help you bring
a healthy replacement schedule to more of your
patients byremoving the traditional price barrier

A DAILIE®Choice is a 36@rogram, including direct
to consumer advertising in social media, digital, and
print for maximum exposure, which will drive

patients to your practice

A New patients to DAILIES TOTRArIDAILIES
AquaComfort Pld&are eligible to receive a high

value rebate

U to OFF THEIR FIRST ANNUAL
p SUPPLY PURCHASE VIA MAIL
$200 IN OR ONLINE REBATE*

> — T ;
DAILIESA e — =
qual f 3 : e
ooy DAILIESA 4
p AquaComfort PLUS’
Alcory ONE-DAY CONTACT LENSES

—

MULTIFOCAL 4

i1 g
| ST . 3

DAILIES TOTAL(?) T T ———————— J

Alcon

*
Rebate is in the form of an Alcon Visa Prepaid Card. Must be a new patient to DAILIESG@AMLIEBAquaComforPlu®contact lenses and must purchase an annual supply ($200 rebate savings) oramseali
supply ($75 rebate savings) of DAILIES TOTALDAILIESAquaComforPlug contact lenses within 90 days of eye exam and/or contact lens fitting. Applies to purchases from participating retail®fisionly

DAILIESCHOICE.COM for full terms and conditions. Offer eBdsl¥2
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Resources

DryEyeCoach.com Oculusocp.com

[ thank you - Bing images | 3 thankyoujpg | B3 thankyoujpg Q) The Ultimate Dry & X+ [ thank you - Bing images | 5] thankyoujpg @ Oculus Consulting Partr X =+
*X| = Z & - = S oculusocp.com *| = 7% O

&« > O dryeyecoach.com

< = | {1 o ocuLUsS
- AL
) &
DR. GARY WORTZ - LASIK AND DRY EYE DISEASE DR.SCOTT SCHACHTER - NUANCES OF FLUOR..% FANNY O'CONNER DEVOTION TO EMOTION :
O 010101(0 1
)0 e o
0101010 < Alk
v
LEARNING HUB ¥ b 4 b4, \
010101010
0 U0 !
prove your botto e
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pDrove yo andard of care
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) The Ulimate Dry fy=© X f o X

&« b O | dyemecacncam *| =& &




Dry Eye

ACreate an iroffice protocol for screening

AEvery man and woman over age 40
AEvery CL wearer over 35

ACreate a protocol for testing

ACreate a protocol for billing

AGet your lab reps to help you
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I

A New Profit Center....

time to think about adding
Low Vision Care to your practice!

Thomas |. Porter, OD

Assistant Professor and Director,
Low Vision Service

Saint Louis University
Department of Ophthalmology

tomporterod@msn.com



What exactly is Low Vision Care?



Low Vision Care

A service provided by eye care professionals (and others like vision
rehabilitation professionals) to patients who have uncorrectable
vision loss? typically those with an acuity of 20/50 or worse.
The major eye diseases that cause vision loss include:
Macular Degeneration
Diabetic Retinopathy
Glaucoma
Inoperable Cataracts
Some of these eye diseases have treatment options, but they often do

not provide results good enough for patients to be able to
accomplish tasks they want to perform like reading or watching TV.

Other eye diseases have no real treatment available at all (like the
dry form of macular degeneration) so patients are in desperate need
of help.



Low Vision Care

Low Vision Care involves an exam, the recommendation of
behavior modifications, and the dispensing of devices to help
patients maximize their remaining vision through
magnification and contrast enhancement.

Devices can be highpowered spectacles, optical magnifiers,
monoculars & telescopes, electronic magnifiers, and absorptive
filters.

Most patients get more than 1 device because each category of
device is typically best for specific tasks (e.g., a telescope is ideal
for watching TV and a hand-held magnifier is ideal for looking

at price tags).



Low Vision Care

Low Vision Care is a proven way to help patients:

Read agair everything from newspapers to prescription bottles
and recipes

Engage in crafts & hobbies like sewing

Watch TV or play cards

Write letters and do their finances

. ) 060 OOAE A OAI OAAT A AT A OOAAAOOAEOI
American Academy of Ophthalmology recently stated that

Qvision rehabilitation is a standard of cared 8




Low Vision Care

And the need for Low Vision Care continues to grow:

The fastest growing segment of the US population is 55 years and
older? the age range of most people with vison loss

Already there are20 million people right now in the US alone that

have low vision
Due to the improvement of treatments for the major eye
diseases causmg vision loss, about half of the LV patlents
OAAT EI 11x OEOEIT AIEIEAO Ol AAU EAO
to 20/120 so they can be easily cared for in primary eye care
practices because:

These patients can often be helped with little additional chair time

Much of the service can be done by support staff




So what is the financial impact
from providing Low Vision Care
to a patient?
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was referred her to the local Vitreous and Retina
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Other than vitamins, Amsler Grid and periodic retinal

exams, no treatment was offered for her AMD
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