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Abstract 

​ With many options, fast food chains are a favorable choice for a quick, reasonable meal. 

This includes Taco Bell, a Mexican fast-food chain restaurant established in 1962 and owned by 

YUM! Brands. For over 60 years, Taco Bell has transformed into a billion-dollar business with 

over 350 franchisees worldwide (Kautz, 2024). They lead the United States market share in the 

Mexican fast-food industry, according to Kautz (2024). This proposal will discuss the finances of 

a new Taco Bell establishment on Cedar Crest Boulevard in Allentown, PA. It will cover the 

initial revenues, sales, and costs of this expansion by creating profit and loss and cash flow 

projections to forecast the success of the business over 12 months. Based on the projections’ 

results, this new Taco Bell franchise will survive its first year of operations, proving that such an 

expansion would be successful and vital to the future development of YUM! Brands’ Taco Bell 

franchises.  

​ Keywords: Taco Bell franchise, profit and loss projection, cash flow projection, revenues, 

sales, operating expenses, cash outflows, cash inflows 
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Organization Introduction and Overview 

In 2024, Kautz noted that Taco Bell, a subsidiary under YUM! Brands, has become one 

of the most recognizable companies globally, generating an annual revenue of approximately $10 

billion. The company has been expanding its number of franchises since 1962 and is planning to 

open a new location for a traditional unit in the Lehigh Valley. This new restaurant will be 

positioned between routes 78 and 22, near Allentown's busy shopping complexes. Appealing to a 

diverse demographic, Taco Bell's marketing targets a wide age group of 18 to 34-year-old male 

and female consumers, as highlighted by Nguyen (2024). The area offers access to this target 

audience due to its proximity to suburban communities, large office buildings, hospitals, 

businesses, colleges, and schools. 

In the fast-food market, it is anticipated to grow from $972.74 billion in 2021 to 

$1,467.04 billion by 2028, with a compound annual growth rate (CAGR) of 6.05 percent 

(Fortune Business Insights, 2024). These figures suggest that investing in a Taco Bell franchise 

could result in significant profitability, especially as the market is projected to continue 

expanding through 2028. However, it is important to analyze further the potential risks and 

rewards associated with such a project. To provide a comprehensive assessment, two financial 

forecasts will be developed: a profit and loss projection and a cash flow projection. These 

forecasts will outline the expected revenue and expenses, as well as the cash inflows and 

outflows during the first year of operation. These metrics will be used to assess the performance 

of a single Taco Bell franchise and determine its profitability over a 12-month period to gauge 

the project's long-term viability.  

Overview of Key Items on the Income Statement 
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​ As a leader in the Mexican fast-food market, Taco Bell presents a great opportunity for 

opening a franchise. Taco Bell has been rapidly expanding and is now the fourth-largest 

restaurant brand in the United States (Oches, 2023). While the total cost to open a traditional unit 

Taco Bell franchise can be at least $1.2 million, research has shown that the average sales of a 

single Taco Bell franchise as of 2020 are around $1.6 billion each year (Aebischer, 2020). The 

whole Taco Bell franchise network makes more than $10 billion in sales each year, according to 

Aebischer (2020), which adds further reason to open a Taco Bell franchise. This section will 

present the key elements of the profit and loss projection and estimated startup costs essential to 

its launch. 

Again, even though the investment is costly, the payout of establishing the franchise 

reveals that there likely will be high rewards. A reason to open a Taco Bell franchise involves not 

having to handle the everyday operations, as you do not have to be physically present to run the 

franchise. Plus, they have a strong parent company network in Yum! Brands, as they offer a large 

support network and established infrastructure (Aebischer, 2020). There are opportunities as well 

to place many YUM! Brands franchises within the same location for heightened exposure, foot 

traffic, and customer appeal.  

Further, the total initial and reserve capital required is an investment of at least $575,600 

and the beginning franchise fee is $45,000 (MacPherson, 2024). In addition, the net worth 

requirement is $5,000,000, and the cash requirement is $2,000,000 (Entrepreneur Media LLC, 

2024). The marketing fees include a grand opening fee of $5,000 (one-time cost) and a continual 

fee of 4.25 percent of the restaurant’s gross sales (MacPherson, 2024). The $5,000 grand opening 

cost has to be used within the initial six months of opening, and it cannot go over this amount. If 

they do not, YUM! Brands will reimburse the franchise for this amount. The royalty fee, a 
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monthly percentage of the Taco Bell franchise’s gross sales, is 5.5 percent (Entrepreneur Media 

LLC, 2024). In addition, after 25 years of a franchise agreement, the renewal fee after its 

expiration is $22,500 for a traditional franchise unit (MacPherson, 2024). 

The new Taco Bell franchise will be open following the schedule below, which is a 

schedule that many of its franchises follow, according to Hours Guide (2024): 

Monday - Thursday 7:00 a.m. - 1:00 a.m. (16 hours per day) 

Friday - Saturday 7:00 a.m. - 2:00 a.m. (17 hours per day) 

Sunday 7:00 a.m. - 12:00 a.m. (15 hours per day) 

 
The total number of hours the Taco Bell franchise will be open per week is 113. The staff will be 

paid a salary of $12.70 per hour, according to Indeed (2024), the average salary for a Taco Bell 

employee. At the Taco Bell franchise, approximately 15 workers will work 39 hours per week 

without going into overtime. This salary expense would be approximated at $29,718 per month 

with an expected increase of 0.25 percent each month (Hayes, 2023). 

For operating expenses, building and construction are about $550,000 for the first month. 

The franchise advertising will increase at a rate of 4.25 percent of the gross profit. But again, 

only a minimum of $5,000 will be covered by YUM! Brands, Inc. within the first six months of 

marketing. The initial equipment, signage, decoration, and POS are $375,000, a one-time cost in 

the first month. Telephone and mobile services for customer care fees are $455 for the full year 

and a first-month charge. Insurance for the franchise includes general liability ($6,953 annually), 

property ($4,330 annually), and unemployment insurance ($913 per employee x 15 = $13,695 
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yearly cost). Supplies for the franchise are approximately $280.432 for the year. Real property or 

the land cost is a one-time cost of $250,000, and legal services for the franchise are $10,000 in 

January 2024. Another one-time cost is the technology support for the year at $6,354. The 

additional trainee fee is $5,250 or $350 per 15 employees annually. Permits, licenses, and 

security deposits are approximately $74,000 in the first month. This expense information was 

obtained from the Taco Bell Disclosure Document and Sheykin (2024). Also, the federal (20 

percent), state (10 percent), and local income taxes (10 percent) estimates were approximated to 

take about 40 percent of the net profit for a business. 

        ​ Information regarding the Taco Bell franchise’s total revenue and total cost of sales items 

were taken from the historical financial statement for the fiscal years 2022 and 2023. They 

helped to predict monthly values for a single Taco Bell franchise unit. There were approximately 

8,555 traditional franchise units, and the sales and revenues demonstrated in this document were 

from all these collective units (YUM! Brands, Inc., 2024). To determine the values mentioned, 

this 8,555 was divided by each of these yearly 2022 and 2023 amounts to estimate what a 

traditional Taco Bell franchise would earn under total revenues and total sales costs. It was then 

divided by 12 to calculate how much it would be monthly in 2022 and 2023, which helped 

provide ideas of multiple assumption percentages (YUM! Brands, Inc., 2024). By the end of the 

first year, Taco Bell will be in the negative due to all the initial startup costs and the monthly 

operations expenses at -$2,747,902.89. 

This knowledge of establishing a Taco Bell franchise provides key information for a 

profit and loss projection. Certainly, while a Taco Bell franchise is costly to launch, it can reap its 

rewards in sales for the owner of the franchise. This income projection demonstrates the 

12-month forecast of the profits and losses after the franchise’s opening. It dives into the 
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operating expenses of opening the franchise and the expected sales and revenue it can anticipate 

receiving within the first year. As we move forward, the cash flow forecast of the new Taco Bell 

franchise will be introduced to demonstrate its cash inflows and outflows. 

12-Month Pro Forma Income Statement 

The forecasted income statement is broken down below. The first chart below depicts the 

calculations used to determine the monthly assumption percentages. These aided in forecasting 

the estimates for revenues, cost of sales, gross profit, operating expenses, net profit before taxes, 

and federal, state, and local income taxes from January 2024 to December 2024. The second and 

third charts show the overall amounts for each month and the whole year. Looking at the net 

operating profit, it can be determined how much the Taco Bell franchise will still need to fund its 

costs even with incoming revenue. This will be discussed further in the projected cash flow 

statement.  
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Overview of Key Items on the Cash Flow Statement 

After reviewing the profit and loss projection, a 12-month cash flow forecast has been 

developed. It has determined whether this new Taco Bell franchise will generate additional or 

reduced cash flow. Based on the expected costs of the income section, the cash flow projection 

offers a foundation to access the anticipated revenue and the cash inflows and outflows of the 

Taco Bell franchise within the first year of its opening. This section of the paper will explain how 

key items, such as initial cash investments, loans, and expenses, will impact the cash flow 

forecast to determine if this Taco Bell franchise will be successful. 

First, the franchise owner will take out $2,000,000 of cash as part of their initial 

investment into the new Taco Bell franchise. The franchise will also receive a $2,000,000 

franchise financing loan from the parent company YUM! Brands (Aebischer, 2020). This cash 

investment and loan will be on hand before the beginning of the business in January 2024. The 

principal loan payment is estimated at 3 percent. This loan must be repaid within 3 years after 

opening. It is estimated to be paid off by January 2027, and the total to be repaid with interest is 

$2,093,847.09. Within the first year, the franchise will cash out and pay back $827,321. There is 

$40,000 worth of reserve money to serve as a cushion for any unanticipated expenses. 

In addition, there is no collection from credit accounts because there have been no 

shipped customer purchases made on credit. This impacts the amount seen in the accounts 

receivable. Plus, there are no accounts payable items because there are no pending supply, 

inventory, or equipment costs from outside companies or suppliers. There are no depreciation 

costs in the first 12 months of opening. This can be further considered within the second year of 

the franchise. Inventory costs are 20 percent of the monthly sales (RestaurantOwner.com, 2016). 
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For cash outflows, the salary expense begins at $29,718 and steadily increases each 

month. Equipment maintenance, supplies, marketing, and royalty costs will also rise and be a 

monthly charge. One-time costs and yearly payments include the initial franchise fee, building 

and construction fees, equipment and signage, land costs, legal services, permits, licenses, 

security deposits, and insurance fees. Consequently, many of these initial costs will be paid to 

fund expenses before opening. Other items include the interest rate and the federal, state, and 

local income taxes. While the expenses outweigh the sales and revenue amounts on the income 

statement, the cash flow projects positive cash inflows and outflows. The cash flow demonstrates 

the funding the franchise will receive as well, which the income statement does not consider. 

None of the amounts on the cast flow go into the red, revealing that there are enough funds to 

cover expenses, and no debts will need to be repaid. As a result, this Taco Bell franchise will be 

able to survive the first year of operations, and its revenue and sales will continue to escalate. 

Overall, even with a costly initial startup, this new Taco Bell franchise will be able to be 

successful, as long as they have enough funds to back its expenses and continue to increase its 

monthly revenues. 

12-Month Pro Forma Cash Flow Statement 

Provided below is the 12-month pro forma cash flow statement. This demonstrates the 

foundation of the initial investment and financing that allows this new Taco Bell franchise to 

survive its first year in operation. It considers the total revenue that will be made in cash sales. 

This leaves the total cash available by December 2024 at $1,258, 201, considering both the cash 

inflows and outflows throughout the 12 months.  
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Conclusion 

​ In the event that this new expansion secures substantial financial backing and a loan from 

YUM! Brands, it has the potential to thrive in its first year of operation. It is important to note 

that while the cash flow statement provides a strong financial foundation, the income statement 

shows negative figures. The expenses for setting up the Taco Bell franchise are expected to peak 

in January 2024, as many one-time and annual costs will be incurred during this period. 

However, in the following 11 months, the expenses remain relatively steady at around 

-$47,000-48,000. The overall net operating income amounts to -$1,451,732.14. Despite the 

negative net operating income, the business is sustained by the available cash reserves. With 
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positive cash flow, the new Taco Bell franchise is projected to withstand its first year. Ultimately, 

the addition of another Taco Bell franchise in the Lehigh Valley presents a promising opportunity 

for the company to expand its market presence and grow its portfolio of traditional units. 
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