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Let's Make a Deal

Some customers seem to get in an
off-color mood when they’re getting
their treatments. How do I handle
people who tell rude stories or jokes
and I really don’t want to hear them?

You'll want to know these tips
if you’re planning to buy (or sell) a spa.
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f you’re reading this, you probably
own a spa. But maybe you want to buy
a second location, or maybe you’re
thinking of selling your space to buy
a bigger one. Whatever the case, buying
or selling a spa — or any business, for that
matter — is a lesson in “how to successfully
give yourself a headache.” But fear not. I’m
here to help you get over the hump and get
your purchase or sale in order.
First off, determine why is the seller selling.
This reason will influence the price, and will
also warn you of issues that may arise after
the sale has closed. If the seller is tired of
taking care of clients all day, her leaving could
mean a lot of her clientele leaves with her
and lowers future revenue. Conversely, if the
business is for sale because the owner hasn’t
made any money, what are you really buying?
If the business is for sale because the lease is
up and the business needs to move, you must
negotiate a price that reflects the future cost
of relocation and whether the move is worth
the risk.
Next up, profitability. It’s important to know
if the spa is making money. Even more so if you
plan on using a bank to borrow money to expand
the business. No profits means no loans.
How can you determine if a business is
profitable? Simple math. Sales minus direct
costs (such as labor, supplies, products) gives
you your gross margin. Then, subtract your
fixed costs (rent, insurance, etc.) from the
gross margin to find the net income.
When figuring out how much a business is
worth, net income is the number we’re most
concerned with. After you get net income,
add back costs such as interest, depreciation,
amortization and one-time, non-recurring
items such as major equipment repairs
or purchases. Multiply this adjusted net
income by four. Or, for a simpler (if rougher)

calculation, multiply
gross revenue by 3.75.
The true value of the
business should be
somewhere in this
range.
Price will be affected
by the terms of the
transaction. A seller
will ask a higher price if you ask them to
take a lower down-payment and you plan to
pay the balance out of business profits. An
all-cash offer should allow you to lower your
offer by up to 25 percent.
And while numbers are a wonderful tool,
there are plenty of nuts-and-bolts issues you’ll
want to consider so you don’t get stuck with
someone else’s headache.
Length of time remaining on the lease is a
biggie. It’s tough to generate any return on
your investment if the remaining term on the
lease is less than five years.
One reminder: When you buy a spa,
always have the seller sign a “covenant not
to compete.” This ensures that after your
pay the seller all of your savings to buy the
spa, the seller cannot open, own or operate
a competitive business for a defined period

(five years?) of time within a defined radius
(10 miles?).
Physically, inspect the premises and
equipment. Make sure it is operational and
satisfies all building codes necessary to
operate. If key pieces of equipment need
repair or replacement, negotiate a lower
purchase price.
Review three years of financial statements
and tax returns. Be as familiar with the
profitability and sales trends of the business
as possible. You should know how much and
where on the financial statements the seller
has paid themselves during these three years.
If they haven’t paid themselves anything,
reconsider the purchase.
Gift certificate liability also needs to
be discussed. What is the value of the
unredeemed gift certificates the spa has
out? If you are going to be responsible for
performing services for clients without
receiving any money, you should negotiate
this into the purchase price.
Ask the seller how she came up with the
value she is asking.
Have your financial information ready
to present including any financial prequalification letters from lenders. This will
establish you as an able and qualified buyer
for the business.
Confidentiality is critical. The only time
anyone should know that a business is being
sold is after the sale closes. The more you
talk, the more others will too. Sales rumors
can be disruptive to the business and could
cost you future employees, customers and
even the transaction.
Finally, be ready to give and take. Buying
a business can be a tug of war. But handled
properly, and with mutual respect, it could
just as easily turn into a great relationship
where all sides get what they need to ensure
future success.
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THE
STORYTELLER

Christine
Warriner Beau
Visage Skin Care & Spa
Greenwood Village, CO

We had a lady come in for a massage. The therapist used
Sombra (an icy/hot-like substance) on her sore muscles.
After the service the therapist suggested that she buy it
to use at home and gave her a sample. The client then
proceeded to eat it, and then complained that it burned
her throat. The question — Why would you eat something that
someone rubbed into your skin moments before? People never
cease to amaze me.
WE WANT YOUR TRUE TALES!
What’s the funniest, weirdest, or simply most memorable thing to ever happen in your spa?
Share it with us and more than 20,000 other Spa+ readers at truetales@spaplus.com

PSYCHOLOGISTS

To ﬁnd new customers, ﬁrst
ﬁnd “inﬂuencers” who can get
people to use your service. And
while customers who want to
look younger or feel better are
fertile marketing ground, the
best target group is people who
want to be relieved of stress. Who
inﬂuences stressed-out people?
Their psychologists. Scour your
local yellow pages and offer some
psychologists a free coupon for
your best spa treatment. Then
cross your ﬁngers and hope they
refer their patients to you.
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TRUE TALES

Clients

People tend to use humor as a
response tense situations. And
stripping down naked and being
manhandled qualiﬁes as a “tense
situation” for many people. So how
to deal when a customer launches
into, for example, a limerick involving
the women of Nantucket? Enrique
Ramirez, the owner of Face to Face
NYC, recommends the “hold-yourbreath trick.” No, Ramirez isn’t
advocating that you hold your breath
to deal with a rude customer. He’s
actually advocating... well, let him give
an example: “OK Lindsey — I don’t
mean to interrupt your story — but
I’m approaching the ‘danger zone’
and I need you to take a deep, very
deep, breath and hold it. It makes the
waxing procedure less uncomfortable.
How was that? OK? Let’s do it again.
Hold your breath!” Next thing you
know, the treatment is over and you
can sprint out of the room. And your
client? Probably very relaxed from all
the deep breathing.
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