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~ NEGATIVE MARGIN +—

OPERATIONAL
TURNAROUND
BLUEPRINT

Day Spa Profitability Strategy

— TARGET PROFIT

From Negative Margins
to Sustainable Growth

A DIAGNOSTIC & PRESCRiPTIVE /-STEP PLAN. &=
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THE CURRENT
REALITY:

WE LOSE
MONEY ON
EVERY
SERVICE.

Negative Contribution
Margin Analysis

$1.00

Revenue

NEGATIVE
> MARGIN

Crisis Red

$1.20

Variable Costs

CRITICAL FINDINGS

e Variable Costs (Labor +
Product) exceed Service
Revenue.

» Massage, Facials, and
Body Wraps run at 120%
variable cost.

» Implication: Operations
are in the red before
paying $12,000 rent or
marketing.
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ANATOMY OF A LOSS: WHERE THE DOLLAR GOES.

Negative Contribution Margin Analysis - Service Cost Breakdown
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. 3 SERVICE TICKET: $100.00

‘|n|||||||[||n|||||

&= Target: <50%
&= Target: <45%

| LABOR (COMMISSIONS): -$70.00 (70%)
. 200G (PRODUCT):  -$50.00 (50%)

||||nn|n|||||||\n||||||||\||u

- TOTAL VARIABLE COST: $120.00
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E | NET L0SS: $20.00

We cannot scale until
Contribution Margin is positive.
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TRIAGE STEP 1: RESTRUCTURING VARIABLE COSTS.

Strategy: Negotiate Down Product & Commission (Strategy 3).

STATUS QUO

| —

e Commission: 70% (Flat)

e Product Cost: 50%

| IMMEDIATE ACTION

e Gross Margin: Negative J, '

~ « Gross Margin: +12% Boost

Surgical Tes
HOOTSEE

NEGOTIATED TERMS

L 4

~ » Commission: 63% (Tiered)

> « Product Cost: 45% (Bulk)

Requirement: Use supplier invoices and payroll records for leverage.
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TRIAGE STEP 2: THE REVENUE DENSITY UPLIFT

Strategy: Optimize Retail & Add-on Conversion (Strategy 1)

Target ARPV: $28.75 (+15% Lift) |

‘ Current ARPV: $25.00

i

THE PROCESS

THE TACTIC THE INCENTIVE

Bundle $15 retail item
with 50% of bookings.

Mandate 5-min post-
treatment demo.

to staff (90-Day Program).
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— 15% of incremental revenue
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TRIAGE STEP 3: PRIORITIZING HIGH-VALUE SERVIGES

Strategy: Shift Mix to High-Margin Facials (Strategy 2)

CURRENT MIX TARGET MIX (2027)
+='= ' | I |

|

Massage AOV: $110
VS
Facial AOV: $125+

Impact: 5% volume

Massage shift = +$0.25 Massage
margin per
transaction across
the board |
—— o |
I—["
EXECUTION:
. Incentivize therapists to recommend facials & bundle with retail |
=
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ASSET EFFICIENGY: THE COST OF EMPTY ROOMS

e Total Capacity: 640 Hours
(4 Therapists)

» Actual Booked: 500 Hours
%_ e Unused Capacity: 140 Hours

RENT REALITY:

$12,000/month rent requires

CURRENT

UTILIZATION 153.8 booked hours just to
break even on lease.

Utilization below 75% is the break-even risk zone.
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FILLING THE WHITE SPACE

Morning Afternoon Evening

Strategy: Off-Peak Pricing & Membership Tiers (Strategy 4)

e e 3
- Tuesda . +5 VISITS/DAY
| Wednesd: :l -

e Goal: Increase daily vusns
25> 30.

e Tactic: Pre-paid )
memberships for specific -
off-peak slots. - NS

e Constraint: Must use
existing therapist capacity
and current $3,000
marketing retainer. Do not
increase overhead.
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OPTIMIZING NON
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-BILLABLE LABOR

Strategy: Focus Non-Salary Labor (Strategy 5)

1in

H

* 10 Managers + 10 Leads = 20 FTEs
* Cost: $335,000/year ($27,917/month)

FIXED OVERHEAD

THE AUDIT: Managers must achieve zero non-billable admin time. Focus 100% on scheduling.

THE MANDATE: If utilization is <85%, management roles are not earning their keep.

REVENUE GENERATORS

* Therapists (Commission Only)
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C[INVERTING FIXED OVERHEAD TO VARIABLE RISK

Strategy Reduce Non-Essential Fixed Overhead (Strategy 6) %

i Surgical Teal

#007968B

VARIABLE 7 3

« MARKETING: Convert $3,000 Retainer = Performance CPA Model (10% of acquisition).
« OPERATIONS: Target 5% reduction ($1,065) in utilities/admin.

I | 7
Lowers monthly break-even point immediately. . 4 X
Protects against seasonal dips. e
| % ol
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STOPPING THE SILENT PROFIT lEAK

H Strategy: Minimize Payment Processing Fees (Strategy 7)
SUFgica Tea| Current State:
e Crisis Level (25%).
f Quick Win:
3% Discount for
Cash/ACH.

\\ TARGET: || Savings: 0.3
A  <3.5% point reduction

= $2,600/year.
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MONTH 1
(Stabilization)

MONTH 2

(Revenue Density)

" THE 90-DAY EXECUTION ROADMAP

MONTH 3
(Optimization)

™ Negotiate Commission
— (70% —> 63%)— 63%

v Reduce COGS
(50% - 45%)

v Audit Marketing
& Processor

™ Launch Staff Retalil W
Incentive Action

v/ Implement Off-Peak
MemberShipS Target

Goal: $28.75 ARPV
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l— Target

v Review Labor Allocation

(Managers/Leads)

b Target Daily Volume:

30 Visits

it
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" SUMMARY OF OPERATIONAL TARGETS

REVENUE DENSITY | |

CONTRIBUTION MARGIN

POSITIVE

Target 18-22%
Operating Margin inter

UNIT ECONOMICS

<100%

Variable costs ‘
vs Revenue

1J

UTILIZATION
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