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WHY YOU COULD BENEFIT FROM 
         AN ATTORNEY EXAMINING 
    YOUR COMPANY.
                   BY MICHELLE L. CRAMER

At some point, you may take care of the simple 
legalities, such as registering your business and making 
sure you’re hiring employees correctly. However, once 
things start moving, the background aspects of the 
business tend to be overshadowed by the day-to-day.

After awhile, you’ll begin to see growth, and with 
growth comes change. Maybe a customer didn’t pay his 
bill, so you need to implement a more reliable sales 
agreement. Perhaps you took on a business partner a few 

years after starting the business.
Unfortunately, taking on the legalities of a start-up 

all on your own, or failing to properly implement 
changes in the way you do business, could mean the 
demise of your showroom. The best way to make sure 
you’re not missing something and putting your spa retail 
business in jeopardy is to have someone periodically do 
a legal checkup for your business. 

A lot goes into starting and running a hot tub business.
You have to determine what products you want to offer and 
from what manufacturers. You have to decide whether you’ll 
only have a showroom or will also offer pool and spa service 
after the sale. Then there’s start-up costs, determining prices, 
and creating a filing system and a selling process. 
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What is a Legal 
Checkup?
A legal checkup lets business owners 
evaluate all aspects of their business, 
from the legalities to the tax withhold-
ings, to make sure they have optimal 
protection from risks inherent to 
running a business. For example, if 
your showroom floor gets wet and a 
customer falls, do you have adequate 
insurance to protect your business in 
case of a lawsuit? Do you have a 
vendor contract that protects your 
business if there is a manufacturer 
default with a product? Does your 
partnership agreement cover what 
happens to your business if your 
partner dies? A legal checkup will help 
you become aware of and review these 
things.

“Business owners like to do — 
and should do — what they’re good 
at, which is develop business and sell 
a product or service,” says attorney 
Joshua Quinter of the Kaplin Stewart 
law firm in Blue Bell, Penn. “There 
are others who can do things for them 
more efficiently and help them to 
focus on what they need to focus on.”

Tony Dotson, owner of American 
Pool & Spa in Springfield, Mo., had 
a legal checkup done when he pur-
chased his business about six years ago. 
“The benefit to our business was to 

make sure that nothing could come back on us from an upset 
customer with the previous owner,” he explains. “I wanted to 
know that, going forward, I would have nothing to worry about 
from a legal standpoint. It gave me peace of mind that was needed 
during a stressful time. It’s something that I need to do again.” 

According to Salvatore Siciliano, managing partner at 
Siciliano & Associates in Haddonfield, N.J., an attorney or 
reliable accountant should perform a legal checkup. “These 
are the two professionals that a small business would need — 
not necessarily someone to have on retainer, but an existing 
relationship with someone you trust,” he says. 

Why is it Necessary?
“Legal well-being is vital to the long-term success of any 
organization,” writes Bill Kruse, an attorney in Pasadena, 
California for the firm Lagerlof, Senecal, Gosney & Kruse, LLP 
in an article, “but maintaining it can be overwhelming when 
the issues are unknown. For this reason, just as it is wise to 
undergo regular medical checkups for yourself, it is equally wise 
to undergo a periodic legal checkup for your business. The goal 
of the checkup is primarily defensive: an audit of your opera-
tions from a legal standpoint to spot potential issues or oppor-
tunities and address them while it’s prudent to do so.”

Quinter believes the precautionary measures a legal checkup 
puts in place can reduce the risk of problems. “Every ‘oops’ has 
the potential to be the ‘oops’ that ends your business,” he says. 
“If you’re not prepared, problems that can be very minimal or 
controlled can become massive. You end up doing better and 
saving yourself stress and dollars if you talk to an attorney along 
the way.” 

Quinter says small-business owners have “a zillion things 
to do” and not enough time to do them. So have a lawyer or 
accountant to help you with the legal leg work. Will it be 
painless? Probably not, he says, but “it will help to make sure 
a potential problem won’t put you out of business.”

When Should You Implement a 
Legal Checkup?
Quinter believes an annual legal checkup is best, either at the 
beginning of every year or at the beginning of your fiscal year. 
“It’s sort of like changing the batteries in the smoke detector,” 
he says. “Every year you want to do a checkup to make sure 
everything is current.”

Kruse disagrees on the frequency of a legal checkup. “It 
doesn’t need to be done every year — maybe every five years or 
so,” he says. “We do it at the beginning of the relationship — 
part of the get-to-know-you process with a new lawyer would 
be doing a checkup.”

“As you continue to grow and your business is successful, 
the benchmark for a legal checkup would be when your gross 
operating revenue reaches a quarter million or half million,” 
Siciliano says. “If you open more retail locations, revisit the 
checkup.”

The Consumer 
Product Safety 

Commission 
(CPSC.GOV) is looking 
to implement federal 
regulations regarding 
the drain covers on 

spas and hot tubs that 
have caused drownings 
or other safety issues. 
“I was at a meeting 

in Washington, D.C., 
because the 

government was 
meeting with 

manufacturers,” says 
John Drengenburg 
of Underwriters 

Laboratories. “If there’s 
going to be a 

suggested upgrade, 
then we want to 
upgrade the UL 

requirements as well. 
If the government 
chooses to issue a 

mandate for that, the 
retailers will have to 

follow it, too.”
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How Should you Prepare? 
The attorney or CPA you hire will have a preferred method of 
preparation. Kruse’s firm provides clients with a preliminary 
questionnaire: “We like to figure out as much as we can about 
the company,” he says. “When was it formed? Do they keep 
a minute book? Do they have articles and bylaws? Does the 
company lease or own property? What is the plan for future 
management succession?” 

For spa retailers, Kruse says he’ll want to look at whether 
the business has a key-man life insurance policy: Can the 
company keep going if it loses a key player? They’ll also want 
to examine the warranty offered with the products, making 
sure it’s clear and doesn’t obligate retailers to do something 
they don’t want to do.

“It doesn’t involve a lot of intense attorney time until 
we’re looking at documents,” Kruse continues. “Gathering 
documents can be done by staff, and then it’s often a matter of 
getting to know the business, doing an interview of the business 
owner. We ask about what’s on the horizon, what things keep 
him up at night, how has business been? When we look at the 
documents, we do it with that background in mind.”

Siciliano agrees that bringing documents to the first 
meeting isn’t necessary. “You don’t really need to bring 
anything with you on the first meeting other than an open 
mind, a notebook and a pen,” he says. “We can determine 
what documents you need to bring in later.”

Have a list of things that you’re concerned about, Quinter 
adds: “The client in my world has problems he needs solved, 
and I need to focus on solving them.”

Monitor Hot Tub Regulations
In order to further protect your business, be aware of hot 
tub regulations, or find an attorney familiar with them. John 
Drengenburg, director of consumer safety at Underwriters 
Laboratories (UL), says spa retailers need to understand UL 
Standard 1563. This UL Standard is in place for electric spa 
and hot tub manufacturers and, while it’s not a legal requirement,
UL works closely with the Consumer Product Safety Commission 
to set standards that protect the consumer. “Most reliable and 
responsible retailers won’t sell a product unless it carries the 
UL certification, knowing that an independent third party has 
tested the product for optimal safety,” he says. “If something 
happens, retailers can say the product was UL-certified and 
installed properly. This would be the first step to protect them 

in a court of law. I’ve done depositions for cases and the first 
thing they asked is whether the product was UL-certified.”

Drengenburg says the second step for protecting a spa 
retail business, especially one that installs the hot tubs it sells, 
is to make sure the right permits are maintained and all local 
inspection requirements are met. “The installation of hot tubs 
now falls under the purview of the local building inspection 
within the community, and they can make any decisions that 
they want within their community. You have to do it their way. 
If they say they don’t like plastic piping and only want metallic 
piping, then you have to do metallic or you’ll be tearing it out 
and starting over.”

Protection is Key
Periodic legal checkups, familiarity with local installation codes 
and selling only products that maintain a UL certification for 
safety are crucial ways to protect your spa retail business and 
keep risk to a minimum. The next thing on your to-do list 
should be to call your attorney, or find one you can trust, and 
schedule your legal checkup. 

Things you should discuss 
during a legal checkup:

Entity status
Material contracts 

 and vendor 
 agreements

Employee matters
Licensing and 

 permits – local, 
 state and federal

Loans
Real estate
Insurance

Litigation and 
 dispute resolution

Growth and 
 expansion plans

Ownership structure 
 and succession 
 issues

Financial statements
Risk management


