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Taunya Brown

Taunya Brown, a new franchisee of Auntie Anne’s and Carvel, has a mixed-use development property in Brooklyn, NY she 
owned for 20 years, and wanted to bring that neighborhood feeling there. “This (a treat shop) was the perfect something that 
was missing,” she said. “I always believed a franchise needed to go there, and when you bring it in, that others will follow.” 

She used an SBA 7(a) loan to fund the business, and said she knew she could qualify because “of my credentials, my credit 
and my personal history in finance,” she said. “It was the right thing, and felt more credible than other options.” Her advice to 
entrepreneurs new to SBA financing is to do their due diligence on banks and get references from other franchisees regarding 
banks they would recommend.

This article illustrates the variety of financing products available in today’s marketplace and some of 
the franchises that use these options to launch their start up franchisees and to expand their existing 
franchisees. While not a full list of the franchise brands taking advantage of these various forms of financing, 
listing them here shows the wide range of franchises that use these options.

All financing options require the borrower to contribute an equity injection, so they have “skin in the 
game.” The equity injection cannot be borrowed funds such as a home equity loan, unless the loan will be 
repaid from an unrelated source such as a spousal earnings or investment income. 

The typical sources of equity injection are savings, the sale of marketable securities, gifts from family 
members and the Rollover as Business Start-up (ROBS) plan established by the IRS. A ROBS plan is an 
arrangement where prospective franchisees use their retirement funds to pay for their new business start-
up costs in a tax-free transaction. The ROBS plan then uses the rollover assets to purchase the stock of the 
new C Corporation franchise business.

In each section, the type of financing will be highlighted, typical franchisees using it and then examples 
of typical use cases and terms.

OPTION 1: SBA 7(A) & 504 LOANS ($25,000 UP TO $10,000.000)

The Small Business Association (SBA) offers a national loan program which can be used to finance any 
franchise approved by the SBA. All approved franchises are listed on the SBA franchise registry. The SBA 
offers a substantial loan guarantee which reduces the lender’s risk, making securing an approval more 
likely. SBA loans offer some of the lowest interest rates available and can be repaid over the longest term 
available today. The following information lists the six possible uses of SBA loans and some franchisors 
using these loans in an outline format. 

1. Financing a Start-up Business – Yogi Bear’s Jellystone Parks, Massage Envy, F45 Training, Venture 
X, Jon Smith Subs, The Great Greek, Pembrooke Chocolatier, Fitness 1440, Athletic Republic, I 
Heart mac & cheese & Carvel

• Use of Funds - The SBA 7(a) loan will finance up to 90% of the total project costs including equipment, 
organization costs, build-out, deposits, inventory, working capital and franchise fees.

• Equity injection - Ranges from 10% to 30% of the total project cost depending upon lender and the 
financial strength of the borrower. 

• Résume illustrating industry experience, transferable skills and related education is very important!
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2. Expanding an Existing Business – Same franchises listed above

• All of the above, plus: 

• Cash-flow - An emphasis is placed on the profitability of the business based upon the business’ 
recent tax returns and interim financial statements.

3. Debt Consolidation – Same franchises listed above

• All of the above, plus:

• Use of Funds - The funds are used to refinance business debt including existing mortgages, equipment 
leases and loans. Credit card debt CANNOT be included. 

• Qualification Rule - The resulting monthly payment must reduce the total monthly payments of all 
debt being consolidated by at least 10%.

4. Business Acquisitions – Kampgrounds of America (KOA) 

• All of the above, plus:

• Business Valuation - The Letter of Intent must be supported by a business valuation. The valuation is 
conducted by the SBA lender using the seller’s tax returns and interim financial statements.

Common Criteria, Terms and Conditions for the Four (4) Uses Listed Above

• Collateral required includes all business assets. For loans over $350,000, additional collateral up to 
the loan $ amount is required which typically includes real estate owned by the principle(s).
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Diane and Robin Lund

Diane Lund worked out at her local HotWorx franchise, and got hooked. As a loyal member, “I just knew that I wanted to 
help expand the brand,” she said. She and her husband, Robin, first considered the SBA 7(a) loan to fund their first location. 

But once he looked at the personal financial statement as part of the SBA process, “I knew we needed to seek personal 
advice.” Going with a lender that had that experience in SBA financing was paramount. 

“It can be overwhelming for a first-time borrower,” said Ed Narozy, vice president with Lending Club, and the banker who 
worked on Lund’s loan. “There’s a lot more involved in a business loan than a personal one.”

Lending Club funds franchisees on a regular basis and considers the borrower’s credit, experience, their personal financial 
statement, and cash flow. Plus, Narozy’s credit department reviews the franchisor’s Franchise Disclosure Document as part of 
their due diligence.

“I have been doing this for 35 years, and every transaction is different,” he said. 

“We were lucky to be referred to Ed at the beginning of the process,” said Diane Lund. “He walked us through the process.”
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• Personal Credit - 700+ credit score is preferred 

• Repayment Term - 10-year loan term for home-based businesses and locations being rented from 
a landlord.

• Prepayment – No prepayment penalty

• Interest rate - Variable rate calculated by adding the prime rate as published in the Wall Street 
Journal (currently 3.25%) plus a risk premium capped by the SBA at 2.75% (currently 6.25% interest 
rate).

• Closing Costs – Approximately 3% of the loan amount added to the amount being financed. Please 
Note that the SBA is waiving its loan guarantee fee for loans under $350,000 until September 30, 
2022! 

• Timing - 90 -120 days varies with the bank workload & responsiveness of the borrower for home-
based businesses and locations being rented from a landlord.

6. Working Capital – Neighborly, Garage Living, Patrice & Associates,  Fibrenew, Naturals 2 Go & 
Ace Handyman Services

• Loan Amount - The SBA Express Loan provides working capital up to $150,000 for a home-based 
business and an existing business. 

• Collateral - Business collateral only 

• Restrictions – This loan cannot be used for business acquisitions, purchasing real estate and for 
construction. 

7. Real Estate Mortgages – Yogi Bear’s Jellystone Parks & Kampgrounds of America (KOA) 

• Loan Types – The SBA 7(a) loan ranges up to $5,000,000 and the SBA 504 loan ranges up to 
$10,000,000.

• 2 Step Loan Process – SBA 504 loans are first approved by the lender and then approved by the 
regional Community Development Corporation. SBA 7(a) loans are approved by most SBA lenders 
in one step

• Use of Funds - The loan will finance up to 90% of the real estate purchase & the development costs. 

• Equity injection - Ranges from 10% to 20% of the purchase price depending upon lender & the 
financial strength of the borrower. 

• Qualification Rule - The business must occupy at least 51% of the usable space which provides an 
opportunity to lease up to 49% of the usable space.

• Terms and Conditions - Same as above with the following exceptions:

• Repayment Term - up to 25 years. Fully amortized loan repayment with no balloon payment 

• Prepayment – Prepayment penalties range from 1-4% over the initial 3-4 years of the note. 

• Interest rate - Variable rate calculated by adding the prime rate as published in the Wall Street 
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Aaron Bills

Aaron Bills is the former founder and owner of a software company, and says building a KOA Campground will be the last 
phase of his career.  “This is my last big job,” he said. Once he gets it up and running, “I want to be that guy who drives 
around in the cart and helps people get their campfire started.”

Bills is currently working on securing a USDA-backed loan to build his dream campground in Berkeley Springs, West 
Virginia, “just about where the Potomac and Cacapon Rivers come together. There’s a lot of history there; George 
Washington actually mapped out the town in his youth.” 

The USDA Business and Industrial Guaranteed Loan Program is a USDA-backed loan and, among other qualifications, 
requires that the franchisee be building in a community of less than 50,000 residents.  “The USDA loan is very specialized, 
with unique requirements,” he explained. “Not everyone can get one of these. We have the good fortune of working in an area 
where we qualify.”

Normally, projects seeking a B&I guaranteed loan need to be located in eligible rural areas, which include all areas other than 
cities or towns larger than 50,000 people and the contiguous and adjacent urbanized area of such cities or towns. For Bills, he 
likes that he can apply the funds to a wide range of uses, like real estate acquisition, construction, furniture and fixtures and 
working capital, pulling it all together in one loan. 

“When you are building a campground, that’s not a trivial amount of money,” Bills said. “It has higher loan limits available, 
and the longer amortization is attractive. And it’s predictable; there are no balloon payment or unwanted surprises.”

Plus, he likes the intent behind the USDA-backed program: “It’s about bringing growth to rural areas,” he said. “If we have 
roughly 190 campsites, that’s 190 families sprinkling money around the community going to restaurants, shops, and the 
movie theater. The local community will benefit.”

Journal (currently 3.25%) plus a risk premium capped by the SBA at 2.75% (currently 6% interest 
rate).Note: SBA 504 loans typically have lower interest rates than SBA 7(a) loans.

Option 2: USDA Loans ($250,000 up to $25,000,000) - Yogi Bear’s Jellystone Parks & Kampgrounds 
of America (KOA)

 

This national program is designed to provide loans to for-profit entities, nonprofits, cooperatives, 
federally recognized tribes, and public bodies, given they are in a city or town with a population under 
50,000. The USDA offers loan guarantees from 60% to 80% depending on the loan size.

 

• Use of Funds - purchase real estate, machinery, and equipment. Development costs, working capital 
and franchise fees can be included  

• Repayment Term - 30 years 

• Interest rates – May be fixed or variable rates as negotiated between the borrower and lender, 
subject to USDA approval. USDA loans typically have lower interest rates that SBA loans. 
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• Qualification Rules – 

• Once a location is identified; eligibility is determined by inputting the address in the USDA 
Property Eligibility Website 

• Environmental studies are required that follow NEPA regulations 

• Feasibility studies are required for new businesses 

• 2 Step Loan Process - Loans are first approved by the lender and then approved by the USDA 
district office up to $10,000,000. 

• 3 Step Loan Process - Loans over $10,000,000 are first approved by the lender, then approved by 
the USDA district office and sent to the USDA national office for approval.

Option 3: Equipment Financing ($5,000 up to $2,000,000) - Garage Living, Smash My Trash, Red 
Box +, United Franchise Group’s storied franchises (Signarama, Experimax and Fully Promoted), F45 
Training, Athletic Republic, The Camp Transformation Center & HOTWORX. 

One of the main benefits of equipment leasing is that these transactions are completed much faster than 
SBA and USDA loans. There are two products: equipment leases and equipment finance agreements. The 
lender owns the equipment when an equipment lease is used. The borrower owns the equipment when 
an equipment finance agreement is used.

• Use of Funds – Any equipment needed to operate the business which can include signage, point of 
sale systems, furniture, vehicles, and tools. 

• Interest rates –fixed rates vary by the borrower’s financial strength, time in business and industry 
experience. 

• Collateral - the equipment package being financed. 

• Equity injection – The down payment or security deposit ranges from one lease payment up to 20% 
of the dollar amount being financed, depending upon the useful life of the collateral.

• Repayment Term - Ranges from 3 to 7 years. 
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Jeff Sosna

Jeff Sosna started his Redbox+ franchise in November 2021 and “everything is absolutely fantastic.” It is a dumpster rental 
franchise, so mainly the capital needs of franchisees are for equipment. 

“There are a lot of ways to raise capital, but the equipment lease is very accessible,” Sosna said. As a lending source, “there 
is a lot less paperwork and a simple application and approval process. There aren’t a lot of hoops to jump through. And the 
people I worked with made it a very positive experience. I would do it again in a heartbeat.” 
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• End of Term - Once the equipment lease is paid, the ownership of the equipment is transferred to 
the company leasing the equipment. 

Option 4: Unsecured Personal Loans ($25,000 up to $250,000)  The Graze Craze & HOTWORX

Unsecured personal loans are used to provide working capital, and combined with an equipment lease, 
are for clients not interested in or eligible for SBA loans. One of the main benefits of personal loans is 
these transactions are completed much faster than SBA and USDA loans.   

• Use of Funds – The funds are unrestricted and can be used for any purpose.

• Repayment Term – 5-7 years 

• Interest rates –Fixed rates varying from 6% – 10% depending up the borrower’s credit score and 
annual income.

In conclusion, there are many capital options available for franchisees, both starting their first location, 
and growing an existing business—it just depends on each individual situation as to what option is the best.
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Brian Holbrook

“I had been thinking about doing something on my own for a while,” said Brian Holbrook. He was taking kickboxing classes 
and started looking around when he was there with an entrepreneurial eye. 

“I thought the overhead couldn’t be too high, so I started looking at franchises,” he said. He settled on CKO Kickboxing, and 
needed financing to get going. 

“I promised my wife I wouldn’t take money out of the house or our retirement funds,” he recalled. Holbrook decided to use a 
personal loan to finance his start up.

He borrowed $250,000 across three lenders, who he says were helpful and their information valuable. “Hopefully there will 
be a second location in our future, and I would take out a personal loan again,” he said. His piece of advice to new franchisees 
is to negotiate the fee more aggressively.
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Also contact:

Marisol Cruz, COO  |  marisol@businessfinancedepot.com  |  (954) 613-6390

Gary Raffensberger, Director of Operations  |  gary@businessfinancedepot.com  |  (954) 494-5944

Stephen Indictor, Business Development Director  |  stephen@businessfinancedepot.com  |  (561) 309 8012

Frank Young, Director of Finance  |  frank@businessfinancedepot.com  |  (561) 308-5996

Louann Driver, SBA loan & Leasing Coordinator  |  louann@businessfinancedepot.com  |  (910) 376-1116

Ken Countess, Director of Marketing  |  kc@thecountessgroup.com  |  (407) 242-4200

Business Finance Depot (BFD) specializes in providing financing for new and existing franchisees, 
helping them to acquire the capital they need to launch or grow their business. They are experts in 
packaging SBA-guaranteed loans with their network of active lenders, and helping franchisees get 
that financing quickly so they can open their stores faster. Above all, BFD’s attention to customer 
service which helps reduce the stress associated with applying for business financing.

Paul Bosley is known for his expertise in financing franchises and has partnered 
with several national brands to assist new franchisees acquire the capital 
needed to launch their new businesses and to expand their current business. 
Paul has been a volunteer counselor for SCORE, a division of the SBA, for 
over a decade where he learned the value of SBA loans for funding new and 
existing businesses. Paul is a regular speaker and writer for many industry 
conferences and online magazines. Paul serves as the finance instructor for 

the Association of Recreational Vehicles and Campground (ARVC) National School & Perspective 
Owners Workshop.




