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“Th e success 

of a start-up 

business has 

everything 

to do with 

generating 

turnover 

as quickly 

as possible”

28 VISION

THE DECISION to retire or exit a career in optometry is a matter of choice. 

However, what is not a choice is the necessity to plan and prepare for the 

fi nancial, legal and psychological issues that arise. Once retired, it is 

extremely unlikely that the same income level you enjoyed as a successful 

business owner will be maintained. It is not uncommon for optometrists to fall 

into the trap of believing that, at the end of their career, the sale of a practice will 

fund their retirement. This will hardly ever be possible.

Creating an adequate retirement fund that will aff ord one an acceptable lifestyle 

will take careful planning and commitment. For example, a R 5 million investment 

at a return of 10 percent could provide an income of R 43 666 per month. 

However, in 20 years’ time, the lifestyle this amount will provide would have 

diminished dramatically.

An exit plan should not only be considered when the ECP feels the urge to retire. 

It should really be part of the game plan right from the start of your professional 

career. For example, an optometrist in a solo practice, specialising in binocular 

vision, would fi nd it much harder to realise value when trying to sell, as opposed 

to an optometrist who has equity in a big practice with four partners. To illustrate 

the importance of beginning with the end in mind, consider the following 

two scenarios:

NAVIGATING THE BUSINESS OF OPTOMETRY

Scenario one
Candace Meiring Optometrists, positioned as the contact lens specialist, will fi nd 

that the goodwill of the practice is vested in her as an individual. If she leaves, the 

public perception will likely be that the expert in the practice has left and that 

the service the customer receives won’t be the same. A good plan may well be to 

take in a junior partner who will, over time, build up a reputation in the contact 

lens fi eld. The problem, however, is that this takes time and most patients will still 

prefer to see Candace. Moreover, the practice may not be in a position to aff ord 

another professional – unless Candace is prepared to take a substantial salary cut. 

This scenario is fraught with diffi  culties and there are no short-term solutions.

Scenario two
Meiring and Associates Contact Lens Practitioners are recognised as the contact 

lens specialists in the area. Goodwill has been built up over 15 years. Candace has 

two other optometrists working for her, but she remains the major shareholder. 

Instead of Candace herself, the practice is seen as the expert option for contact 

lenses. When Candace fi nally wants to retire, she will have far more options 

available to her, such as phasing herself out of the business by parting with her 

shares over time. She could still earn a good income, even after she has left. This 

scenario circumvents the usual problem of the buyer who struggles to fi nd fund-

ing. Poor decisions made early on in a career can aff ect the options available to 

the ECP when the time comes to consider retirement.

Finding a buyer with money
The main obstacle to selling is fi nding a buyer with access to fi nance. The bank 

will want to minimise risk by convincing the seller to invest part of the sale 

revenue with the bank as collateral surety. This is not in the seller’s best interest,

because the revenue from the sale must provide a future income to the seller, 

and there are much better ways to go about this.

Outright sale or transition of ownership
This remains a real option in the retirement plan, in conjunction with a strategy 

in the investment market. Transition of ownership is another option and most 

likely becomes the only option because the buyer can’t raise the funds for an 

outright purchase.

Owning the premises
Owning the building in which the practice is located can have massive benefi ts 

when it comes to your exit plan at the end of your career. However, one must 

be realistic and concede that it is unlikely that a stand-alone building is the best 

option at the beginning of a career.

The success of a start-up business has everything to do with generating turno-

ver as quickly as possible, and a location exposed to passing consumers would 

certainly be best. Moreover, the extra fi nancial strain of buying a building while 

building a business is beyond most people’s capabilities.

It should also be pointed out that investing and owning premises early on in 

a career carries the risk that the location and the area are likely to become 

undesirable over a period of say, 30 years. However, once a practice has been 

established and is doing well, the credit attributed to this would be more than 

just an attractive mall location. It will be the result of long-term relationships with 

patients and word-of-mouth referrals.

Optometrists enjoy the unique retail advantage of having every patient’s demo-

graphics so they can therefore communicate with each one when managing a 

relocation. A good time to achieve this may be 10 to 15 years before an exit is 

contemplated. The benefi t of owning one’s own premises can be illustrated here 

by putting it in fi nancial terms:

Palesa Nkakane Optometrist has an average turnover of R 400 000 per month, or 

R4 800 000 per year. She has premises of 250m2, for which she pays the landlord 

12 percent of turnover, which amounts to R 48 000 per month, or R 576 000 per 

year. She buys a property two kilometres away in a residential street with business 

rights. It is a huge residential property, which off ers ample front-door parking. 

The price is R 4 million. She secures a bond from the bank and her monthly 

premium will be R 50 670 at prime (nine percent) over 10 years. After 10 years, 

she would have paid off  the property and would operate rent-free for the next 

10 years before exiting the business. Therefore, for 10 years before she retires, 

her business will enjoy a saving of R 608 043 per year, which she can invest, and 

accumulate the following investment: R 608 843 in government bonds, at eight 

percent over 10 years, accumulated will amount to R1 314 466.

Or

If invested in the share market, this amount will give her retirement fund a big 

boost, but she will also enjoy the asset of the property she owns. This could 

provide a rental income from the buyer of her practice or, if sold, further boost 

her retirement fund.

Rent is a major expense and if calculated over a career of 30 years, it can be quite 

a revelation. Take the example of Palesa above:

Rent of R 48 000 per month at an annual escalation of eight percent, paid over a 

30-year period, would amount to R 65 251 129. Looking at rent in this light could 

only inspire one to fnd a way to invest in a building and pay rent to ones self.

 



 Year Rent per month Rent per year

 1 48 000.00 576 000.00

 2 51 840.00 622 080.00

 3 55 987.20 671 846.40

 4 60 466.18 725 594.11

 5 65 303.47 783 641.64

 6 70 527.75 846 332.97

 7 76 169.97 914 039.61

 8 82 263.56 987 162.78

 9 88 844.65 1 066 135.80

 10 95 952.22 1 151 426.67

 11 103 628.40 1 243 540.80

 12 111 918.67 1 343 024.06

 13 120 872.17 1 450 465.99

 14 130 541.94 1 566 503.27

 15 140 985.29 1 691 823.53

 16 152 264.12 1 827 169.41

 17 164 445.25 1 973 342.96

 18 177 600.87 2 131 210.40

 19 191 808.94 2 301 707.23

 20 207 153.65 2 485 843.81

 21 223 725.94 2 684 711.31

 22 241 624.02 2 899 488.22

 23 260 953.94 3 131 447.28

 24 281 830.25 3 381 963.06

 25 304 376.68 3 652 520.10

 26 328 726.81 3 944 721.71

 27 355 024.95 4 260 299.45

 28 383 426.95 4 601 123.41

 29 414 101.11 4 969 213.28

 30 447 229.20 5 366 750.34

      65 251 129.60

Table 1: Rent escalation over 30 years at 8% per annum

Relocating from a mall
One of the perils of a mall practice is the fact that over time the rent can escalate at 

a much higher rate than an increase in turnover. A mature business will, at a certain point 

in time, reach a stage where growth flattens out. But, if in a mall, the rent will continue to 

escalate. The main concern associated with relocating is that turnover may drop. This also 

needs to be put in perspective. In the current market, it is feasible to reduce rent by 

50 percent by moving from mall premises to a stand-alone or strip lane location.

For example, 300m2 in a mall can realistically cost R 300 per square metre, which equates 

to R 90 000 per month. Let’s say the practice is doing R 700 000 average turnover per 

month and a net profit of 20 percent, or R 140 000. The new rent is going to cost 

50 percent less, which is R 45 000. At a net profit of 20 percent, the practice can afford to 

lose R 225 000 in turnover (32 percent) to be in the same net profit position it reached 

in the mall. Since a relocation can be managed by means of the database, a drop in 

turnover of this magnitude is very unlikely. Admittedly, there will be other factors at play, 

such as the cost of relocation and variation in fixed costs. Assume that the turnover 

remains the same, the saving over a five-year period will be in the order of R 2 700 000 

(rent escalations excluded). A high-performance practice will carry less risk when 

relocating, since one could assume strong patient loyalty. However, in a struggling 

practice, there may already be underlying reasons why patients would think twice before 

returning. A good reason for a struggling practice to relocate would be to get exposure 

to more passing consumer traffic. In such a case, the strategy will be about building 

a business and not saving on costs.

Investment portfolio
Planning an investment portfolio goes hand-in-hand with planning an exit from a 

professional career. A strategy in this field requires the guidance of an expert. It must 

be stressed that what follows in this section should not be taken as investment advice, 

but merely an overview. When it comes to investing your life’s savings, caution should 

be the mantra. It would be wise to place one’s portfolio in the hands of a reputable 

organisation or consultant. Any investment that looks too good to be true, probably is.

Diversification
ECPs who have most of their assets tied up in the practice must diversify their invest-

ments. Diversification is not limited to having a portion of money in the business and 

a portion in more traditional investments. One could diversify further between asset 

classes, countries, market sectors, fund managers and types of investments.

Volatility
Volatility refers to the statistical measure used to determine how regularly and by how 

much the returns of a given asset class or investment can fluctuate. It is essentially the 

unpredictability of future returns.

For example, a money market (cash) account has very little volatility because it is linked 

to the prime interest rate and will only fluctuate significantly if the prime interest rate 

moves. Investors therefore know exactly what type of return to expect in the near future.

Share (equity) portfolios are much more volatile as returns can fluctuate between 

30 percent one year and minus five percent the next. However, over the long term, more 

volatile investments tend to outperform the more cautious ones. A client’s investment 

choice and risk tolerance are therefore determined by the period invested. Essentially, 

the difference between the risks of different investments are attributed to the amount 

of equities (shares) allocated to that investment. Other asset classes, such as bonds and 

cash, are less volatile than equities, but have historically returned lower growth. It must 

be reiterated that past performance is by no means indicative of future performance.

 To this end, unit trust portfolios are effective tools for diversification as they cater for 

each client’s individual requirements when it comes to expectations and risk 

tolerance. Changing the underlying asset allocations as well as diversifying between 

several fund managers can achieve this goal. Unit trusts are also flexible and can be 

changed as clients’ circumstances change. Income can also be drawn on a monthly 

basis, and ad-hoc top-ups, as well as monthly debit order additions, can be made 

to the investment.

Investment strategy
In Table 2, the first column, SA equities, represents the All Share Index (ALSI), which 

achieved 20.71 percent over an 11-year period. In other words, if one owned every share 

on the stock exchange, the average return over 11 years would have been 20.71 percent. 

The equity fund would have resulted in an average of nearly four percent better than the 

ALSI per year. This might seem small, but when compounding the actual return over the 

11 years, R100 invested in the ALSI at the beginning of 2003 would have resulted in 

R687.70, while R100 invested in this equity fund would have resulted in R 1 001.26 at 

the end of 2013. The balanced fund in the last column shows that for less aggressive 

investors, it is possible to attain very close to the same returns as an index with consid-

erably less risk and volatility. A typical balanced fund usually has between 50 percent to 

a maximum of 75 percent invested in equity at any one point in time. Yet, the balanced 

fund only lags the index by a little more than a percentage point, while offering a lot of 

protection during bad years (2008). So, it becomes clear that simply investing in an index 

or a tracker fund will not necessarily offer the best return, while forcing the investor to 

take on a lot of risk (100 percent equities). The moral of the story is that a well-managed 

investment portfolio can offer handsome returns with relatively low risk to the investor.

 

   SA     SA     SA   Global    Equity       Balanced
  Equities   Bonds    Cash   Equities   Fund        Fund   

      %      %     %      %       %           %

 2003 16.10   18.10    12.30     2.40     20.30        17.68

 2004 25.40   15.20    8.00    -2.50     38.95        32.01

 2005 47.30   10.80    7.10    23.20     50.85        35.02

 2006 41.20   5.50    7.40    32.30     38.60        30.48

 2007 19.20   4.20    9.30    6.40     13.54        13.09

 2008 -23.20   17.00    11.70    -19.50     -9.89        -8.19
 2009 32.10   -1.00    9.10    3.50     35.86        23.00

 2010 19.00   15.00    6.90    0.40     20.61        15.43

 2011 2.60    8.80    5.70    15.30     5.24        6.77

 2012 26.70   16.00    5.50    21.70     26.94        20.07

 2013 21.40   0.60    5.20    56.40     27.92        25.60

 Ave. 20.71   10.02    8.02    12.69     24.45        19.18
     

 Future      

 Value R 687.70  R 280.26  R 233.03   R 317.87   R 1,001.26    R 649.63

    

 Table 2: Comparison of investment strategies over 11 years      
   Source: Information supplied by MEQ Capital

Unit trusts
Unit trusts are the pooled investments of thousands of investors who put their trust in 

an investment management company. Blue-chip shares, which are shares of highly rated 

companies, are generally out of reach of the modest investor. The management 

company uses the pooled resources to buy shares on the Johannesburg Stock Exchange 

on behalf of the investors. The shares are not issued to individual investors, but are kept 

in a portfolio. 

“When it comes to investing your life’s savings, caution 
should  be the mantra.”
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The management then divides the portfolio into many equal “units”. The investor receives 

a certain number of units for the investment made. It boils down to the smaller investor 

being able to make quality investments and minimise risk. The longer the investment 

period, the lower the risk, as the fund manager can then take advantage of the down-

turns as well as the upturns. The Johannesburg Stock Exchange represents the main 

sectors of the economy. These are gold, other mining, mining houses and industry. 

The unit trusts represent each of these four sectors in units. A fifth sector is liquid assets 

or cash, which completes the contents of a unit trust portfolio.

Retirement annuities
New generation retirement annuities (RAs) are good savings tools that will benefit all 

age groups. The investor will be able to take advantage of the tax relief it offers, as well 

as protecting funds from creditors and removing additional funds from personal estates. 

Retirement annuities are vital, particularly in the private sector where employees do not 

have access to traditional pension funds or group benefits.

The advantages of investing in a retirement annuity
There are various tax advantages to using a retirement annuity (RA) as an investment 

vehicle. The most signifcant are: 

• No tax on investment growth.

• Tax deduction/reduced liability.

• Estate duty deduction 

The mechanics of the retirement annuity
Contributions to the RA are tax-deductible. This is limited to 15 percent of non-retirement 

income. Contributions, which did not previously qualify as a deduction, are carried 

forward to the next tax assessment. One does not lose the tax deduction and 

this deduction can also be utilised on lump sum withdrawals or death. 

Investment growth in the RA vehicle is tax-free. There is no tax on income or tax on 

capital gains in a RA fund. Foreign dividends, which are normally taxable for residents, 

are also tax-free. A further benefit is that retirement funds will continue to be exempt 

from the dividend withholding tax. This was introduced on 1 April 2012, making it a very 

attractive investment vehicle. The dividends tax is a withholding tax and should be with-

held from dividend distributions and paid to SARS by the company paying the dividend 

or, where the company makes use of a regulated intermediary, by the latter. The person 

liable for the dividends tax retains the ultimate responsibility to pay the tax should any of 

the withholding agents fail to withhold. The RA is accessible from age 55, and drawings 

can be from two-and-a-half percent to 17.5 percent monthly, or as a once-of lump sum. 

The once-off lump sum drawing is limited to one-third of the total investment.

A further benefit is the reduction in estate duty of 20 percent of the contributions, 

because the full RA amount does not form part of the estate. Creditors who have a claim 

against the investor cannot claim against the RA. Lastly, there are no executor fees.

When investing money in an RA, investors are essentially “locking in” the benefit until the 

age of 55, whereupon it can be accessed. There is no age restriction on opening a new 

RA, as well as no obligation to start drawing immediately at age 55. The RA is a long-term 

investment from which the investor will only draw once retired. The goal of investing in 

an RA is to make use of the material tax benefit on the growth within the RA, as well as 

the reduction in tax payable each year.

How much will be enough?
Exactly how much money will be enough to retire is a function of how long the retiree 

will live, and therefore it is not an exact science. It will also depend on lifestyle and most 

importantly, the area in which the retiree has chosen to live. One thing is certain: Current 

debt must not be part of the equation when it comes to retirement. In any career path, 

the goal should be to become debt-free as soon as possible. Ideally, one should be free 

of payments on the house and motor vehicles.

Monthly income required post-retirement
If the optomerist’s only source of income is living annuities/pension funds, one could 

typically reason that withdrawals should be no more than six percent of the total amount 

per year. When taking inflation into account (currently six percent), and combining that 

with an annual withdrawal of six percent, the portfolio needs to deliver 12 percent each 

year to match the client’s income needs and to keep up with the increasing costs of 

goods and services. Therefore, when planning for retirement, the target should be an 

amount of total savings big enough to allow a drawing of six percent per year.

Setting up an exit strategy
Time frame
Deciding on a time frame for an exit strategy is the logical starting point. One would 

think that at least five years would be a minimum requirement, although early career 

decisions should already be taken with the exit plan in mind. The bottom line is that exit 

strategy planning is not a domain restricted to old folks.

Professional team
Setting up a professional team to plan the exit would be highly recommended. 

A chartered accountant, an attorney and a financial investment planner will provide the 

required expertise. The issues in play, such as Capital Gains Tax, income tax, estate duties, 

investment options and the setting up of a trust, are all-important and require 

expert advice.

Audited accounts
Although the business owner has choices when it comes to reporting on financial affairs, 

as laid down by SARS, it would be wise to bear in mind that when selling a business or 

taking on an associate, audited accounts become very important. Up-to-date manage-

ment accounts speak to a well-run business, and if records can demonstrate an 

ascending trend in net profit, it would carry a lot of weight in terms of the sales price.

Appearance
Although it is obvious that the overall appearance and condition of the assets of a 

practice will be a big factor, it would be wise to place any renovation plans within the 

overall time frame of the retirement plan.

Value of the practice
Fair market value is the maximum price a buyer will pay and the minimum price the 

seller will accept when all the facts are known and neither party is under pressure due to 

unfavourable circumstances. It is about a willing seller and a willing buyer. As the seller, it 

is important to be realistic about the value of the business; otherwise a protracted period 

on the market can result in no sale ever happening. Exiting a career is not only about 

selling the business; it is also about what happens aferwards. Plans could be jeopardised 

if the sale process takes too long.

Retire or exit into another career or income
A big factor related to the capital appreciation of an investment in the markets is whether 

the investor has to draw from it over, for instance, a five-year period. If the return on 

the investment is reinvested, the investment has the potential to virtually double over 

a five-year period. Beyond that, it will provide a much better monthly income to the 

investor. It would therefore be a very good strategy if the optometrist, after selling the 

practice, could earn an income from another source, while proceeds from the sale remain 

safely invested for a five-year period. At this point, part of the overall exit strategy could 

be downscaling the family home and relocating in order to afford a cheaper lifestyle in 

a rural area. It may well be possible to live entirely from an income as a locum. However, 

possibilities do not have to be restricted to employment in the optometric fraternity. 

Often, a passion or a hobby can be turned into a new career. In order to do this, skills 

need to be developed over time. This again points to the importance of long-term 

planning when it comes to an exit strategy.

Final word
Contemplating retirement and exit plans at a young age is not normally part of one’s 

game plan. At this point, life is about embracing opportunities, building a business, 

improving one’s lifestyle and accumulating wealth. However, at this time, there is conflict 

between striving to improve one’s lifestyle and saving for the twilight years. This is a 

reality, yet it is also very true that a successful exit from a professional career can be 

hampered by early career decisions. As a compromise, the following exercise could be 

useful in order to help one to continue to take stock: Take some time to dream about the 

future. Contemplate what you would like to achieve over the next five years and after 10 

years. It is important to write these goals down in a file for safe-keeping. Think of these 

goals in terms of your personal, family and business lives. For example, within five years: 

complete a marathon; start a family; and own a practice. Likewise, your 10-year goals 

may be: pay off your house; be able to afford a three-week holiday every year; and work 

a five-day week. There is huge merit in documenting these dreams and reviewing them 

every five years. The exercise tends to motivate and focus one, and it will also be very 

gratifying to tick items off each of your three lists. Eventually, retirement will feature in 

your future goals.
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“Take some time to dream about the future. Contemplate 

what you would like to achieve over the next five years 

and after 10 years.”


