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ALTHOUGH STILL ONE of the most popular forms of enter-
tainment, bowling seems to be one of the least popular 
businesses for commercial lending. Bowling attracts a 
remarkable customer base: More than 70 million people 
bowl at least once every year, and about 3 million of them 
actively participate in league play.  

By improving their facilities, launching aggressive market-
ing programs, and adding complementary activities, many 
bowling centers have redefi ned themselves as neighborhood 
family entertainment centers, allowing them to compete 
more effectively for their customers’ entertainment dollars 
and scarce spare time. Yet lenders are not enthusiastic about 
these businesses, for the following reasons:
• Bowling centers require special-purpose buildings.
• It’s diffi cult for lenders to fi nd qualifi ed appraisers for 

the buildings.
• Lenders perceive problems in selling bowling collateral.
• Lenders lack an overall knowledge of the industry.  

Despite these misgivings, bowling centers can present 
good lending opportunities. 

Industry Background
Ownership of bowling centers is remarkably diverse. 
The majority of them are individually or family owned. 
And indeed, as a business, bowling is unusually family-
oriented. Compared to similar small businesses, a dispro-
portionately high number of bowling centers are passed 
down from one generation to the next. It is not unusual to 
fi nd second-, third-, and even fourth-generation owners 
actively involved in this business.  

This industry also is marked by fragmented ownership. 
The two largest companies, AMF and Brunswick, own 
only about 400 centers between them, while the next 
three largest companies (Bowl New England, Bowl 
America, and Strike and Spares) together own only about 
50 centers.  As of November 2011, approximately 5,200 
centers with a total of about 110,000 lanes were operating 
in the United States. Of that group, about 4,650 
facilities were commercial centers. The others were 
operated by the military, colleges, fraternal organiza-

tions, and private clubs. Based on these fi gures, the fi ve 
largest bowling-center chains had a combined market share 
of only 10%.  

These small-center owners generally are prompt on their 
loan payments. The SBA reports that the default rate on 
SBA loans to bowling centers between 2001 and 2011 was 
16.4%, and the charge-off rate was 1.35%. Of all industries 
receiving at least 100 loans during this period, bowling 
is in the 26th percentile for default rates and in the 13th 
percentile for charge-off rates.

Meanwhile, RMA Annual Statement Studies shows the 
expected default frequency for bowling at a median rate 
of 5.5% for the year ending in April 2009. This rate subse-
quently dropped to 3.44% in April 2010 and to 1.82% in 
April 2011. Moody’s percentages for effective default fre-
quency were 16.34% for April 2009, falling to 11.32% in 
April 2010 and 8.73% for the year ending April 2011. Both 
RMA and Moody’s show a declining default rate over this 
three-year period, which would indicate a healthy industry 
gaining fi nancial strength.  

Although primarily a small retail business, bowling can 
generate substantial revenue ($1 million or more per loca-
tion) and considerable cash fl ow before debt service (25% 
to 35% of revenue).  Because many costs are fi xed, or fi xed 
within a range of activities, additional incremental revenue 
from food service, bar, parties, vending, and arcade games 
will have a larger impact on a bowling center’s bottom line 
compared to many other retail businesses. Conversely, 
a relatively small loss of revenue can devastate cash fl ow 
since it’s hard to adjust fi xed costs quickly to offset a decline 
in revenue.  

Revenue
Several national studies have shown that bowling participa-
tion dropped 10% between 2007 and 2011, based on the 
number of people who bowled at least once a year. Most 
of this decline was attributed to the “avid bowlers” who 
participate in the sport more than 12 times per year. Of 
that group, the vast majority are league members who bowl 
more than 25 times per year.
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Bowling facilities have redefined themselves as family entertainment 
centers, which allows them to compete more effectively for consumers’ 
discretionary dollars. Many lenders have not been enthusiastic about 
these businesses, but they can present good lending opportunities.
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• Fundraisers provide help to the community while gener-
ating revenue for the bowling center. The events benefi t 
the center by exposing potential customers to bowling 
and capturing the names and contact information of at-
tendees. Bounce-back coupons given out at the event 
and invitations via e-mail or regular mail to return to the 
center maximize the impact on attendees. Most fund-
raisers come as a result of personal contact between the 
nonprofi t sponsor and the center or, in some cases, a call 
from the nonprofi t as a result of the success of another 
group’s fundraiser.  

• Birthday parties are one of the fastest-growing segments 
of the bowling market. They normally include one to 
two hours of bowling, birthday cake or pizza, and a 
grab bag for each attendee that includes tokens for the 
arcades and a coupon that can be used on a subsequent 
visit. Advertising for birthday parties comes from word 
of mouth, in-house fl yers, and cable TV spots.  

• Corporate events focus on team building. They present 
an opportunity for members of an organization to social-
ize off site, or a way to combine a business presentation 
with team building and a social event. Most corporate 
events come from personal contact between the event 
coordinator and the center.  

Expenses
Other than cost of goods sold for food and alcohol plus items 
such as payroll, most bowling centers’ expenses are relatively 
fi xed. Utilities, insurance, property taxes, and advertising 
are generally the same regardless of the number of bowlers. 
Supplies and repairs are somewhat variable with volume, 
but do not change signifi cantly through a large relevant 
range of revenue.  Although some expenses, such as insur-
ance and property taxes, vary from one part of the country 
to another, expenses such as utilities and advertising are 
more consistent with higher heating and lower cooling bills 
in the northern part of the country and with lower heating 
and higher cooling bills in the southern part. 

Food and alcohol costs as a percentage of revenue are 
similar to those of restaurants: Food and beer are around 
35%, while mixed drinks are approximately 25%. Some 
centers include supplies in cost of goods sold, which can 
distort these percentages. Determining these costs and the 
impact of food and bar income on the operation is helpful 
in reviewing performance.

Underwriting
Often the biggest challenge in underwriting a bowling loan 
is getting good comparable data. The fi nancial data in RMA 
Annual Statement Studies is too summarized for detailed 

analysis, and no other resources are easily available. A bowl-
ing industry report, the BPAA Benchmark Study, provides 
the best data from inside the industry, derived from a na-
tionwide survey of bowling center owners. Information is 
broken down based on the size of the centers and categories, 
including revenue from league bowling, open play, food, 
and bar, as well as several expense categories.  

Key areas of focus for underwriters should include the 
population-to-lane ratio, revenue per lane, the division of 
revenue from league and open play, payroll as a percentage 
of gross revenue, the cost of goods sold percentage, and 
cash fl ow as a percentage of gross revenue. All of these 
categories can offer insight into the strength of the center 
and its market.  

The minimum amount of working capital for a successful 
bowling center can be much less than that required by other 
businesses. Indeed, many bowling centers show negative 
working capital after consideration of the current portion 
of long-term debt. In fact, nominal working capital is more 
refl ective of its retail service nature. Very few centers have 
receivables, and most have very small inventories. Since 
most of the expenses are either occupancy or payroll, they 
are very predictable. 

Leagues provide a dependable source of revenue. Most 
special events (fundraisers, birthday parties, tournaments, 
etc.) are often scheduled well in advance. Although 
evaluating cash suffi ciency includes both cyclical as well as 
seasonal calculations, the stability (or at least lack of vola-
tility) in most of the revenue and expenses 
makes the assessment 
simpler than in many 
other industries.  

In calculating 
debt service ability, 
underwriters should 
certainly take 
replacement 
reserves for 

In the past, league bowlers made up as much as 85% to 
90% of bowling revenue. Today, open play, including birth-
day parties and special events, generates approximately 
55–60% of revenue, while leagues make up 40–45%. Food 
and beverage income can contribute as much as 40% of gross 
revenue, while arcades may account for 25% to as much 
as half.  

Adults 25 to 34 make up the largest age group of bowl-
ers, and children under 18 are the fastest-growing segment. 
Households with incomes over $100,000 annually are the 
largest income segment of bowlers. Most in this group have 
white-collar, college-educated professionals as the head of 
household. These days, the traditional blue-collar bowler 
of the 1950s and 1960s makes up a minority of people 
who play the sport.

The following breakdown shows the various sources of 
revenue for modern bowling centers:
• League revenue follows the bowling season, which begins 

in late August or early September and lasts until late April 
or early May. These leagues are certifi ed by the United States 
Bowling Congress (USBC), which regulates the physical 
conditions of the lanes. Traditional leagues normally bowl 
a 36-week season, while short-season leagues bowl four 
to 16 weeks. Traditional leagues generally start in the fall. 

  It can be diffi cult to add new teams or members to exist-
ing leagues during the year because scoring averages are 
maintained throughout the season. Short-season leagues 
are becoming more popular as a non-sanctioned “fun 
league” and can be started in any part of the year. Many 
bowlers progress from casual bowler to fun leagues to 
sanctioned leagues as their interest in the sport builds. 
Marketing to this group is done primarily through in-
house fl yers, in-house advertisements, personal contact 
with bowlers, and direct contact with local businesses 
and organizations.  Many teams come entirely from one 
organization, such as an employer or church group.   

 
• Open play traditionally refers to one or more people 

bowling without any social structure such as a league or 
fundraising event. Bowling has become a popular outing 

as a date night for teenagers and young adults. Families 
fi nd it an enjoyable and cost-effective opportunity to do 
something together. Alternative activities, such as movies, 
are passive and do not allow a group to talk and share 
the experience. Many bowlers come in on impulse after 
driving by the center, which makes a high-traffi c location 
a desirable attribute.

  Promotions such as free bowling cards given out to 
children prior to the end of school, in addition to com-
mercial promotions offered by websites such as Groupon, 
often bring in new bowlers and bring back former bowl-
ers. Open play can be billed by the hour rather than 
by the game, which helps eliminate downtime between 
one group leaving the lanes while another is getting on. 
Hourly billing can also make it easier to schedule the 
lanes since the ending time is clearly known. Revenue 
from open play is often higher during the summer in 
areas that have high temperatures and humidity and lower 
in northern climates where cold winters make summer 
outdoor activities more attractive. Likewise, southern 
states that have mild winters may have lower revenue 
from open play, while northern centers with cold winters 
often have much stronger open play.  

• Cosmic bowling is open play in an environment with 
black lights, strobes, laser lights, and music. Patterns in 
surfaces such as lanes, tabletops, and carpet glow under 
black light. Bowling balls and pins glowing under these 
lights create a sense of action and fun aimed at younger 
crowds. Attracting people to cosmic bowling is generally 
done through word of mouth, in-house advertising, or 
cable TV spots. These cosmic sessions are often sold per 
person by the hour instead of by the game.

• Shoe rental is a major part of a bowling center’s income. 
Most league bowlers bring their own bowling shoes, but 
open play and special events normally generate additional 
revenue from shoe rental. Some open-play packages in-
clude shoe rental along with a limited number of games 
or hours of bowling, plus food and arcade tokens.  

    6438 COLLEGE GROVE WAY, SAN DIEGO, CA
THIS 51,826 SQUARE FOOT BUILDING ON 3.56 ACRES WAS 
BUILT FOR A 54-LANE BOWLING CENTER ADJACENT TO A 
SHOPPING MALL ON A BUSY INTERSECTION. IT WAS CONVERTED 
INTO A MULTI-TENANT COMMERCIAL SPACE THAT CURRENTLY 
LEASES TO 24 HOUR FITNESS, A JAPANESE RESTAURANT, 
VERIZON WIRELESS, QUIZNOS, AND YO FRESH. HE
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a bowling sale. This limits the scope of a bowling appraiser 
and can lead to alternate-use evaluations and incomplete 
reviews of operating performance. However, information is 
available from industry sources, including brokers who sell 
centers and advisors who fi nance them.  

Different sizes of centers have different revenue and ex-
pense characteristics. For example, a small center (with 
fewer than 24 lanes) is generally more of a lifestyle invest-
ment than a larger center (24 lanes and up). As a result, 
small-center owners (typically a husband and wife) com-
monly work long hours because of their love of the sport. 
In addition, owners of small centers generally perform most 
of the key functions themselves. 

An owner of a larger center tends to spend more time on 
administrative functions, while employees perform duties 
such as staffi ng the front desk, repairing equipment, and 
doing the books. Thus, it is not unusual for a large center 
to have a higher payroll as a percentage of revenue than a 
small center. Most appraisers regard sales of centers in close 
proximity to the subject as the best comps, but geographi-
cally appropriate comparables may not necessarily be  truly 
comparable on an economic basis. By comparing big centers 
with little centers, such “market” data may result in inap-
propriate conclusions.  

Workouts
As in any other industry, even the best managed bowling 
centers can have occasional cash fl ow problems. However, 
most centers fi nd the resources to solve their problems 
before they reach the point of affecting loan payments. 
A number of industry consultants with backgrounds in 
marketing as well as in operations are available to help 
identify solutions to problems. In addition, the Bowling 
Proprietors Association of America (BPAA) sponsors an 
annual national convention and trade show where vari-
ous speakers give free seminars on a wide range of topics 
of interest to center owners. Vendors at the trade show 
display products available to help upgrade a bowling 
center and often exchange ideas that have been successful 
at other centers. 

equipment into consideration, but the good news is that 
bowling equipment has a very long life.  Pinsetters are often 
the most expensive equipment in a center, but they have 
a 30-to-40-year life.  Many pinsetters from the 1970s are 
still in use today. 

Most centers have converted from wood lanes, which need 
maintenance every few years, to synthetic lanes, which can 
last 20 to 30 years or more with only minor maintenance.  
Scoring systems are typically replaced every 10 to 15 years, 
but new modular designs allow for hardware and software 
upgrades that can prolong the effective life of the original 
system. Seating is often replaced when it begins to look 
dated, normally after 15 to 20 years, rather than when it 
wears out. Kitchen equipment can also last 10 to 20 years or 
more. As a result, typical replacement reserves of a fi ve-year 
cycle can be overly conservative.  

New competition is a harder risk factor to quantify. How-
ever, a new ground-up construction project with equipment 
can cost $250,000 per lane ($6 million for a 24-lane center) 
or even more. Retrofi tting an existing building can reduce 
this cost, but it is still a major investment. As a result, few new 
bowling centers are built—even in areas with high demand.

Appraisals
Most appraisers are trained to provide a valuation of real 
estate, but very few are trained to provide a “going concern” 
valuation of a business. Indeed, some appraisers rely on 
real estate records to determine the value of going-concern 
“comps,” which often excludes the value of the equipment 
as well as the value of any goodwill.

Those appraisers capable of analyzing the going-concern 
value need access to revenue and expense fi gures for com-
parable sales in order to provide a realistic opinion of value. 
Finding this information requires them to 1) identify a true 
comparable sale, 2) obtain information regarding the opera-
tion of the business, and 3) verify the data. However, this is 
particularly diffi cult to do for the bowling industry owing to 
the small number of centers that change hands. 

There is little accurate data available other than through 
direct contact with the buyer, seller, or broker involved in 

One of the most benefi cial aspects of the convention 
is the opportunity to visit with other center owners and 
informally discuss various topics, including problems and 
potential solutions. In addition to the national convention, 
a number of state and regional conventions also offer similar 
formats and benefi ts. Two trade journals directed toward 
center owners publish articles each month that provide 
helpful information on identifying solutions to problems.  

Once a problem expands beyond the proprietor’s abil-
ity to solve it, selling the center may be the best solution. 
Sandy Hansell and Associates is the largest and best-known 
broker of bowling centers in the country, maintaining a 
database of more than 1,000 potential buyers for larger 
centers (24 lanes and larger). Smaller centers are often sold 
to local people who frequently are league bowlers at the 
center. Some are represented by local real estate brokers, 
but many are sold by the owners with help from their at-
torney or accountant.  

Ads in the industry trade journals have also been suc-
cessful in generating leads for small and large centers. As 
a result, it is often possible for the center’s owner to fi nd a 
buyer before becoming a signifi cant problem to the lender. 
However, it is not unusual for sellers to take nine months 
or longer to fi nd a qualifi ed buyer and work through an 
offer and the buyer’s due diligence.   

Few banks have the in-house knowledge to cover every 
industry and help their borrowers work through short-term 

diffi culties or decide when to cut their losses and move 
toward foreclosure.  When such situations involve bowling 
centers, many lenders have consulted with bowling industry 
experts to help bank management defi ne the problem and 
formulate a solution.  Using a management company with 
bowling industry experience to oversee the center, either 
as a receiver in bankruptcy or when the center becomes a 
subsidiary of the lender, often results in the best recovery 
for the lender.  

Some lenders fi nd the risk of center ownership too great 
given the potential liability involved in serving alcohol. 
However, forming a new subsidiary and purchasing ad-
equate insurance coverage can minimize this risk. A good 
management team with strong internal controls and good 
staff training and accountability also reduces this exposure.  

Collateral Recovery
Some bowling centers were built in areas that are now 
experiencing intense commercial development. Less suc-
cessful centers have sold out and their buildings have been 
converted to other uses, most often retail or some other 
commercial use. In some situations, the underlying land has 
been used for new residential or commercial development. 
Frequently, the size, layout, and structure of the bowling 
buildings, together with large parking lots and strong lo-
cations on major arteries, make conversion an attractive 
alternative to refurbishing an older facility.  

    6800 ORCHARD LAKE ROAD, WEST BLOOMFIELD, MI
BETWEEN 1976 (WHEN IT WAS BUILT) AND 1994 THIS BUILDING WAS 
USED FOR WEST BLOOMFIELD LANES, A 46-LANE BOWLING CENTER.
FOLLOWING ITS SALE, IT WAS CONVERTED INTO A 41,336 SQUARE 
FOOT RETAIL STORE AND LEASED TO BARNES & NOBLE.
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From a lenders’ perspective, one of the fi rst decisions 
following a foreclosure is to determine how to maximize 
the value of the collateral. Some decide to close the center 
to avoid the liability exposure to a business that serves 
alcohol. This choice eliminates the potential for a sale of 
the business as a going concern and generally results in the 
sale of the real estate for an alternative use. Other lenders 
decide to form a new corporation or LLC and operate the 
business as a subsidiary of the bank using an experienced 
bowling management company. 

While the second option can generate a much higher sale 
price, it also can involve a signifi cant amount of management 
time. At issue is whether the going-concern value of the 
bowling operation remains viable or whether an alternative 
use provides the best value. Lenders have often watched an 
operator struggle during the months prior to foreclosure, 
and this observation period helps determine whether the 
operator or the market has caused the foreclosure. A good 
bowling management company will help monitor costs for 
improvement as well as operations, allowing the lender to 
determine the best action for preserving its collateral’s value. 

Sunk costs added to a perceived high alternate-use value 
may cause a lender to shut the operation and try to sell the 
land and building for its real-estate-only value. Alternatively, 
cash fl ow from a management company turnaround may re-
cover such costs quickly and produce better value in selling 
the property as a going concern. In some markets, the sale 
time for an operating business with positive cash fl ow is far 
shorter than that for empty buildings. All of these elements 

must be considered when weighing the best 
recovery option.

Conclusion
Lenders need to recognize that the bowl-

ing industry can present attractive lend-
ing opportunities, mainly because 

it has been diversifying into 
new areas and the sport re-
mains a popular pastime. 

Many facilities have been 
upgrading into “bowling 
centers” that function as 

family entertainment centers, which may include other at-
tractions such as laser tag, mini-golf, and redemption games 
to attract upscale families. Meanwhile, “boutique bowling” 
centers, led by the Lucky Strike chain, are adult-oriented 
facilities featuring 12 to 16 lanes of bowling along with a 
high-end bar.  

These changes have had a positive impact on the health 
of the industry. The default rate, as measured by RMA An-
nual Statement Studies, shows a decline from 5.5% to 1.82% 
between the years ending April 2009 and April 2011. Over 
the 10-year period ending in September 2011, the SBA 
reported a default rate on its bowling loans in the 26th 
percentile and a charge-off rate in the 13th percentile.  

The underwriting of bowling loans remains challeng-
ing, and going-concern values are diffi cult for appraisers 
to determine given the lack of easily accessible data. The 
small size of the industry also limits internal data for most 
underwriting departments. However, the BPAA’s Benchmark 
Study provides good detailed data, and there are other na-
tional studies that offer useful information.  

Resolution of defaulted bowling-center loans is also a 
challenge. Liquor license liability, if a center remains open 
while owned by a bank, can be a serious obstacle. How-
ever, there is also the risk of loss to collateral value and a 
longer marketing period for a closed center compared to 
one generating revenue and cash fl ow. Several lenders have 
operated a bowling center prior to making a successful sale, 
while others have closed a defaulted center and success-
fully sold the building for conversion to an alternative use. 
Meanwhile, some closed centers have remained unsold for 
extended periods. A lender may want to have an industry 
expert provide advice prior to making this decision.  

Overall, bowling centers can be the source of profi table 
loans for most lenders. The risk of default is low and has 
even been improving. In addition, there is strong demand 
for operating bowling centers. Finding enough data to make 
an informed decision may be the biggest obstacle to under-
standing the industry. 

••
Ken Paton is an advisor to the bowling industry. He can be reached at 
kpaton@kenpaton.com. 

                               31157 WOODWARD AVE., ROYAL OAK, MI
THIS WAS A 36-LANE BOWLING CENTER BUT HAD LIMITED REVENUE POTENTIAL SINCE 
ROYAL OAK DID NOT ALLOW LIQUOR LICENSES WITHIN ITS BOUNDARIES.THE 1961 
VINTAGE BUILDING CONSISTS OF 27,267 SQUARE FEET ON 2.25 ACRES. IT WAS SOLD 
FOR $1,970,000 AND CONVERTED INTO RETAIL USE. IN 2006 IT WAS SOLD AGAIN FOR 
$4,350,000 AND CONVERTED INTO A MEDICAL OFFICE BUILDING.THE HIGH TRAFFIC 
COUNT ON WOODWARD AVENUE CONTRIBUTED TO THE VALUE FOR A RETAIL USER AND 
THE CLOSE PROXIMITY TO A HOSPITAL ADDED VALUE FOR A MEDICAL USE.
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