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USING YOUR HOUSE AS
COLLATERAL

HOME EQUITY LINE OF CREDIT & HOME EQUITY LOANS

(HELOC) is a close relative to the home
equity loan. Instead of a lump-sum
loan, however, it works as a revolving
credit line. During the “draw period,”
you can pull out as much as you like,
up to whatever amount you were
approved for. This borrowing period,
during which you’ll have to make
interest payments, typically lasts five
to 10 years.
 

(HEL) a loan that uses your home as
collateral and the loan amount is
based on how much equity you’ve
built up in your home at that point.
Equity is the difference between how
much you owe on your mortgage and
how much your home is worth.



PORTFOLIO LOANS
This loan operates much like a home equity loan; however instead
of using the equity in your home as collateral,  this loan uses the
stocks in a portfolio as the collateral. There is no need to sell the
stocks, the stocks remain in the client’s name, the client stil l
receives all the appreciation and dividends as their portfolio
recovers. The loan can be funded in as little as 10 days, the
interest rate is often lower than an SBA loan, and credit score is
not a factor. However, it is important to know that this type of loan
can only be used for stocks not held in a retirement plan.

PARTICIPANT LOAN 
Utilizing your 401K to borrow money.  The maximum any employee
can borrow is whichever is smaller between the following or half
(50%) of the vested account balance.  Since you are borrowing
from yourself,  you will  have to repay yourself through after-tax
paycheck deductions.
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Some franchises will provide financing.  They
will carry the entire loan or a fraction of 15%
up to 75%.  They may also have financing
plans for equipment, the franchise fee,
operational costs or any combination thereof.  
These agreements can vary and sometimes
aren't the best rates for the franchisee. 

F R A N C H I S O R  F I N A N C I N G

CREATIVE OPTIONS 
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Crowdfunding is the practice of funding a
project or venture by raising small amounts of
money from a large number of people,
typically via the Internet.

C R O W D  F U N D I N G
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The number one way more franchises are
funded is through loans from family and
friends.  Traditional ways include asking for it
as a gift, loan, or bringing them on in a
partnership agreement. 

F R I E N D S  &  F A M I L Y  L O A N  

04 Terms and conditions will apply check with
your advisor

C A S H ,  U S I N G  C A S H  V A L U E  L I F E
I N S U R A N C E ,  S T O C K S / B O N D S / O R
U S I N G  Y O U R  4 0 1 K  



CONVENTIONAL
LOANS

Usually limited to existing business

owners seeking unit expansion, or new

owners with very specific direct

experience.

ALTERNATIVE
LENDERS

Typically, alternative lenders have

less stringent requirements and

shorter turnarounds than traditional

financing options. They offer a

variety of loan options like

equipment financing, business lines

of credit and even term loans.  The

terms on these loans can be more

expensive to the borrower. 



SMALL BUSINESS

ADMINISTRATION (SBA)

LOAN

SBA loans are partially guaranteed by the

government, making them less risky. The

standard SBA loan for franchisees is known as

the 7(a), which is issued by a bank or other

qualified lender, and partly guaranteed against

default by the government. Because of that

backing, such loans are seen as relatively low-

risk .

ROBS

Sometimes it makes sense to tap 401(k),

Individual Retirement Account or other

retirement funds rather than seek a loan. But

rather than just taking an early withdrawal,

which may be subject to taxation, you may

want to consider setting up a C corporation

that will own and operate the business. Then

roll over money from your self-directed

retirement account into that corporation’s

profit-sharing plan and direct that those funds

be invested into the franchised business. But

this is a risky option: If the franchise fails, your

retirement fund can be wiped out. Check with a

professional on possible tax implications, and

consider the tradeoffs carefully.
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