
When a medspa owner starts thinking about a sale, the conversation usually turns to revenue first. That is natural.
Revenue is easy to point to, easy to celebrate, and easy to track. But buyers do not purchase gross sales. They
purchase cash flow, risk profile, growth potential, and the likelihood that those earnings will continue after the
owner steps away. That is where seller discretionary earnings, usually shortened to SDE, become central.

In Medspa Practice Sales La Jolla, SDE often creates the biggest gap between what an owner believes the
business is worth and what a buyer is actually willing to pay. I have seen profitable practices look weaker than
they should because their books were messy, and I have seen average practices appear stronger because the
owner understood how to normalize earnings correctly. The distinction matters because even a small change in
adjusted earnings can shift value materially.

A medspa is not a generic retail shop. It sits in a category where brand reputation, provider mix, compliance
habits, treatment margins, recurring patient behavior, and owner involvement all shape value. If you are trying to
understand SDE in this setting, you need more than a definition. You need to understand what the number is
trying to capture, what buyers challenge, and where medspa owners often misread their own financials.

What SDE is really measuring
At its core, seller discretionary earnings are the economic benefit available to a single full-time owner operator.
That means starting with profit, then adjusting for certain expenses that either would not continue after a sale or
are tied specifically to the current owner’s choices.

In a small to lower middle market healthcare-adjacent business like a medspa, buyers often use SDE because
many practices are run in a very personal way. The owner may be taking compensation through payroll, owner
draws, personal perks, family wages, or one-off expenses that distort the true operating picture. SDE attempts to
strip those distortions out.

A simple way to think about it is this: if a reasonably capable buyer took over the medspa tomorrow and ran it
full time, how much annual financial benefit could that person expect to receive from the business, before debt
service and personal tax treatment?



That is different from EBITDA, which is more common in larger transactions where management is already in
place and the owner is not expected to work chairside or run daily operations. For many medspas, especially
founder-led practices, SDE is the more practical lens because the owner’s labor is still intertwined with profit.

Why SDE matters so much in medspa transactions
A buyer rarely values a medspa off one number alone, but SDE is often the starting point for valuation
discussions. If two practices each produce $2 million in annual revenue, but one has $450,000 in credible SDE and
the other has $180,000, they are not in the same league.

The medspa category can be deceptively attractive from the outside. Buyers see strong demand, cash-pay
services, high-margin injectables, and loyal patient bases. Then they look closer and notice heavy owner
dependence, inconsistent provider productivity, weak inventory controls, or a treatment mix that relies too much
on discounting. SDE becomes the bridge between headline story and underlying economics.

In La Jolla, where buyers may expect a polished patient experience, premium branding, and stable repeat traffic,
the quality of earnings matters as much as the quantity. A medspa with healthy SDE but brittle retention can still
be a risky acquisition. A medspa with slightly lower SDE but disciplined systems and diversified provider
production may command better attention.

How SDE is usually calculated
The formula starts with net income or operating profit, depending on how the books are organized. From there,
certain items are added back to arrive at adjusted earnings. The principle is straightforward even if the actual
work can get messy.

Typical add-backs in a medspa Medspa Practice Sales La Jolla sale may include:

1. Owner compensation above or separate from market replacement cost

2. Personal expenses running through the business, such as non-business travel or auto costs

3. One-time legal, consulting, or repair expenses

4. Interest expense, because financing structure changes with a new buyer

5. Depreciation and amortization, which are accounting charges rather than current operating cash outlays

That looks simple on paper. In real transactions, the debate is rarely about whether add-backs exist. The debate is
about whether they are real, recurring, and defensible.

For example, if the owner pays herself $220,000 but spends three days per week injecting and two days
managing staff and vendors, a buyer will not necessarily add back all owner pay. Some portion may be
replacement compensation for clinical production or management labor. If the owner truly works in the practice,
buyers want to know what it would cost to replace that contribution.

This is one of the biggest mistakes I see. Owners assume all of their compensation gets added back because they
are the owner. Buyers see it differently. If your labor produces revenue or keeps the place running, that labor has
a market cost.

The medspa-specific wrinkle: owner dependency
SDE becomes especially nuanced in a medspa because the owner may wear several hats at once. She may be lead
injector, medical director liaison, team recruiter, social media face, vendor negotiator, and rainmaker with top-
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spending clients. On paper, the practice may show excellent profitability. In reality, a large portion of that
profitability may be tied to her presence.

That does not mean the practice is unsellable. It does mean the quality of SDE is lower if earnings vanish when
the owner exits.

Consider two scenarios. In the first, the owner generates 40 percent of injectable revenue personally, approves all
treatment plans, and has personal relationships with a high-value patient base. In the second, the owner works
mainly on leadership, has documented protocols, and clinical revenue is distributed among several trained
providers with strong retention. Both may report the same SDE. Buyers will not value them the same way.

When evaluating Medspa Practice Sales La Jolla, serious buyers often ask a deeper question than “What is SDE?”
They ask, “How transferable is this SDE?” That distinction affects both price and deal structure. A buyer may still
offer an attractive headline number for a highly owner-centric practice, but tie more of it to an earnout, transition
support, or holdback.

Revenue quality shapes earnings quality
A medspa can inflate top-line performance with promotions, package liability build-up, and heavy dependence
on a narrow treatment category. None of that automatically makes SDE invalid, but it changes how buyers
interpret it.

If a large share of revenue comes from memberships, prepaid packages, or promotional events, a buyer will want
to understand how much of today’s cash reflects future treatment obligations. If the practice sold a significant
number of packages at year-end, net income may look stronger even though some of that work still needs to be
delivered. A sophisticated buyer adjusts for this.

Likewise, if growth came from aggressive discounting, SDE may be less durable than the books suggest. A
medspa with strong margins on neuromodulators, filler, skin tightening, and recurring aesthetic services is
generally more attractive than one that relies on coupon-driven traffic and constant specials to fill the calendar.

Treatment mix matters too. A practice where margins are consistently pressured by labor-intensive services may
not support the same valuation multiple as one with a healthier blend of injectables, devices, skin programs, and
retail that actually turns rather than collects dust on shelves.

The difference between clean books and optimistic books
Owners often approach a sale with financial statements that are technically complete but commercially unhelpful.
The profit and loss statement may lump payroll together, bury owner perks in overhead, and blend one-time
expenses with normal operations. The result is a business that may be solid, yet hard to underwrite.

Buyers do not pay for optimism. They pay for what can be supported with documents.

A clean SDE presentation usually includes a profit and loss statement by month, at least three full years if
available, clear payroll detail, seller add-back schedules, merchant processing summaries, rent information,
vendor concentration, and enough patient metrics to connect revenue trends to actual operating performance. If
a practice has those records ready, negotiations move faster and with less friction.

An optimistic presentation, by contrast, includes broad claims like “this expense is mostly personal” or “a new
owner could easily raise prices and double marketing returns.” Those statements may or may not be true, but
unless they are grounded in evidence, buyers discount them heavily.



I once reviewed a medspa sale where the owner claimed over $140,000 in add-backs. After support was
requested, roughly half held up. The rest were mixed-use expenses, irregular coding choices, or compensation
that was clearly tied to real labor. That difference materially changed the buyer’s valuation. The owner felt
lowballed. The buyer felt cautious. The real issue was not motive. It was proof.

What buyers usually challenge first
The first wave of buyer scrutiny tends to land on the same pressure points. If you understand these in advance,
SDE becomes easier to explain and defend.

Buyers commonly press on:

1. Whether owner compensation is truly discretionary or partly replacement labor

2. Whether family wages reflect actual work performed

3. Whether marketing spend is stable or artificially reduced in periods that boosted profit

4. Whether one-time expenses are genuinely nonrecurring

5. Whether package sales and deferred revenue have been handled appropriately

Marketing is an especially interesting issue in medspas. An owner may cut advertising for six months because her
referral base is strong and appointment books stay full. That improves reported earnings. But if a buyer believes
ongoing demand requires a normal level of paid acquisition, they may normalize marketing expense upward,
reducing effective SDE.

Another common challenge is staffing. A medspa may show strong profit because the owner has delayed hiring a
front office lead, practice manager, or additional injector, stretching current staff thin. The business may function
that way for a while, but a buyer looking for sustainable operations may insert the cost of that hire into the
model.

Rent, payroll, and provider structure often drive the story
For many medspas, the most consequential line items are not mysterious. They are rent, payroll, cost of goods
sold, and marketing. In La Jolla, rent can materially affect profitability. A premium location may support pricing
power and brand perception, but occupancy costs still have to make sense relative to treatment volume and
margin. Buyers do not ignore aesthetics, but they do calculate occupancy ratios.

Payroll deserves even closer attention. A medspa with a bloated staff structure can see SDE compress quickly. On
the other hand, a too-lean model may indicate hidden operational strain. Buyers want to see not only what
payroll is, but how it maps to production, retention, and scheduling efficiency.

Provider structure adds another layer. Some practices rely on employees. Others lean on independent contractors
where permitted and structured properly. Some have supervising physician arrangements that are economically
manageable but operationally delicate. Because medspas operate within state-specific regulatory frameworks,
buyers care not only about expense levels but also about whether the operating model is compliant and
transferable. If the structure has legal or practical fragility, SDE gets discounted regardless of the paper math.

SDE is not the same as sale price
One of the most common misunderstandings is the belief that a medspa is worth some simple multiple of
revenue or some universally fixed multiple of SDE. Markets do not work that neatly.



A buyer may look at SDE and apply a range of multiples depending on several factors: owner dependency,
patient retention, provider tenure, service mix, compliance hygiene, lease terms, online reputation, concentration
risk, growth trend, and the amount of capital expenditure required to sustain performance.

Two medspas with the same $300,000 SDE may trade very differently. One might attract strong interest because
it has documented systems, low owner reliance, diversified revenue, modern equipment with useful remaining
life, and a staff likely to stay. The other might suffer valuation pressure because the owner is the brand,
equipment is aging, records are weak, and too many patients came in Medspa Practice Sales La Jolla
aestheticbrokers.com through price promotions.

In practical terms, SDE tells you what the engine produces. Valuation reflects how reliable that engine is, how
hard it is to keep running, and how much risk sits inside the hood.

How sellers can improve SDE credibility before going to market
Owners sometimes ask whether they should “maximize SDE” before a sale. The better question is whether they
should improve the business or simply reclassify expenses more aggressively. Buyers can tell the difference.

A stronger pre-sale approach usually involves cleaning records, clarifying owner roles, and tightening operations
long before listing the practice. If you are twelve to twenty-four months away from a sale, that is often enough
time to make the earnings profile easier to trust.

Start by separating personal expenses from business accounts. It sounds basic, but it saves endless argument
later. Then evaluate whether payroll accurately reflects who does what. If you have family members on payroll,
make sure duties, hours, and compensation are supportable. If you sold a large number of packages, understand
the future treatment obligation attached to those sales. If you have equipment leases, vendor rebates, or irregular
repair expenses, organize the records now rather than reconstructing them under pressure.

The most valuable improvement is often operational, not cosmetic. A medspa where providers other than the
owner produce strong revenue and retain patients consistently is simply easier to sell. The SDE may be the same,
but the buyer’s confidence rises.

A realistic La Jolla lens
La Jolla tends to attract buyers who care about more than current cash flow alone. They often expect a premium
patient experience, a strong local reputation, and a business that can hold its position in a competitive aesthetic
market. That means SDE has to be understood in context.

A medspa may produce healthy earnings because it has a loyal clientele and a recognized local brand. That is
positive. But buyers will still ask whether pricing is keeping pace with costs, whether the clinical team can
maintain service quality after a transition, and whether patient demand is tied to the owner personally.

There is also a visibility factor in affluent coastal submarkets. Brand consistency, online reviews, referral channels,
and staff presentation can have outsized impact on patient conversion and retention. Those items may seem
“soft,” but they influence whether reported earnings are likely to continue. In Medspa Practice Sales La Jolla, that
continuity often matters just as much as the raw trailing twelve-month figure.

Where small accounting choices create large valuation consequences
Some of the biggest SDE disputes come from seemingly minor choices in bookkeeping. Coding cosmetic
equipment purchases, software implementation costs, legal clean-up work, relocation expenses, or owner health
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insurance inconsistently can distort earnings from year to year. If those items are not labeled and documented,
buyers may not accept them as add-backs.

Timing issues also matter. A medspa that postponed maintenance, delayed a needed hire, or cut supply orders
near year-end may show stronger short-term profit than normal operations would support. Sophisticated buyers
look for these timing effects, especially when margins suddenly improve without a clear operating explanation.

Another subtle issue is merchant processing and cash controls. If collections do not tie cleanly to reported
revenue, buyers get uneasy fast. Medspas often process a high volume of card transactions, memberships,
packages, and retail sales. Reconciliation discipline matters. It is hard to defend SDE if the underlying sales
records do not match the banking trail.

What a seller should ask before relying on an SDE number
Before an owner builds expectations around value, a few practical questions help stress-test the earnings story.

Is my compensation partly payment for real production?

Would a buyer need to hire one person or several people to replace what I do?

Are there deferred service obligations sitting behind package sales?

Have I mixed personal spending into the business in ways that will be hard to defend?

If revenue softened for six months, would the current staffing and rent structure still look healthy?

Those questions are not meant to discourage a sale. They sharpen the analysis. A credible SDE figure can still be
strong even when the owner is heavily involved, as long as the role is properly understood and the replacement
economics are honestly modeled.

The practical takeaway for owners and buyers
Seller discretionary earnings are not just an accounting exercise. They are a translation tool. They translate a
founder-run medspa into terms a buyer can evaluate. When done well, SDE clarifies the business. When done
poorly, it creates mistrust, valuation disputes, and failed deals.

For sellers, the goal is not to push every possible expense into an add-back bucket. The goal is to present a clean,
well-supported picture of how the medspa actually performs, what part of that performance is transferable, and
what a buyer would need to spend to maintain it.

For buyers, the task is to go beyond the adjusted number and understand its durability. A medspa with appealing
SDE but weak systems may require more post-close repair than expected. A medspa with slightly lower SDE but
stronger infrastructure may be the better acquisition.

That is why the best deals in Medspa Practice Sales La Jolla usually come from disciplined preparation rather than
aggressive storytelling. The medspa owner understands the business at a granular level. The buyer sees not just
profit, but the path to preserving it. When those two views line up, SDE stops being a source of confusion and
starts doing what it was meant to do, reveal the real earning power of the practice.

Aesthetic Brokers
Address: 800 Silverado St #301A, La Jolla, CA 92037



Phone number: +16197420310

FAQ About Medspa Practice Sales La Jolla

How much does the average MedSpa owner make?

The average medspa owner makes between $300,000 and $375,000 per year according to benchmarks from the
American Med Spa Association (AmSpa). However, depending on the business structure and location, total
compensation typically ranges from $150,000 to over $500,000 annually.

What is the failure rate of medical spas?

Approximately 60% of new medical spas shut down within their first 18 months of operation.

How much can I sell my med spa for?

Most single-location medical spas sell for 4.0x to 7.0x adjusted EBITDA (Earnings Before Interest, Taxes,
Depreciation, and Amortization), which typically translates to overall valuations ranging from $800,000 to over
$3.5 million depending on your net profit and business size.


