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From Easy Money to Tested Underwriting

Higher cost of capital means loan payments absorb significantly more cash flow. A restaurant that was

easily financeable at 4% requires a totally different capital structure at 2026 rates.

2026 Reality

SOFR and Prime-based pricing

Low interest rates

High tolerance for aggressive assumptions Tighter DSCR mandates

LIBOR benchmark pricing Severe scrutiny on post-closing liquidity

AR RORRC,

Rapid approvals on pure momentum Zero tolerance for undocumented equity

Action Item: Stress-test every projection using the quoted bank rate plus an error cushion.
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The Lender’s _| Management Experience |
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2 do not finance passive dreamers.

Cash Flow (DSCR)
1, The probability of

repayment. Requires

control, transfer timing, and

Contingency / 7 \‘a &
What could go wrong? Lease (a_.— A lender is H"x

post-closing liquidity. underwriting minimum 1.20X coverage.

the probability

of repayment,

\  notamenu.

Borrower's Equity y o Collateral & Guarantees |
Proves commitment. Borrowed /,-)./ — The second way out. Valued via
dpwn payments ur_unvenﬁed e - — —— real estate, FF&E, and
gifts create immediate mandatory personal guarantees.
underwriting rejection.
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' The 2026 Capital Menu
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Conventional Lines of Alternative /
SBA 7(a) SBA 504 CRE Credit Fintech
Acquisition, Owner-occupied Real estate ey
Best Use goodwill, mixed | real estate, heavy acquisition / Stganiona] payroll, Bndtge tming, t
mixed assets equipment refinance POLRLT GEPS. || SR SHIL SpupmcH
Max $5M standard, max §5.5M+ limit Varies based on Varies based on Varies based on
mount 10M combine : asset cash flow aily receipts
Amo $10M combined 5 hfl daily recei
Terms & Varies based on Often 10-20% | Often 65-80% LTV, | Revolving, interest- | Short-term, high
blended use equi 20-30 yr amort only on draw equivalent rate
Leverage quity yr y q
2026 Guarantees protect | oculeliegé]tlgtiun- Pricing spread tied | Do not use for Cgl;;f;agieesgﬂiialint
Strategy | the lﬁnder, not the heavy, requires CDC (1:10§e1y lt_o Rgf.’t' penna?ent cash flow before
Note OITOWET. it closing liquidity. renovations. accepting.
|:
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 Demystifying SBA Deal Structures b |
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The 7(a) Blend The 504 Capital Stack Waterfall

o—— 50% Senior Bank Debt

|
Working | |
Capital ~30% CDC/SBA Debenture |
~ (Subordinate) I
_ Leasehold ~—— 20% Borrower Equity |
Improvements | |
[deal when business goodwill outpaces hard assets. Rigid structure for owner-occupied real estate
and heavy equipment.

Warning: An SBA approval is not a substitute for a good deal. The purchase price must still be
supported by cash flow and a credible operating plan.
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Private Capital & The Cost of Control

Common & Preferred Equity

Strategic Partners

Flexible during ramp-up but requires
priority distributions, waterfall structures,
and is highly expensive if the concept
succeeds.

Experienced food service groups offering
back-office support and purchasing
power, but high governance risk.

Senior Debt

Cost of Capital (Dilution)

Preserves ownership if repaid,
but fixed payments strain cash flow.

Angel Investors

With private capital, the cost is not interest; the cost is

Individuals bringing patience and

community support, motivated by passion.

Operational Value Add

ownership, governance, and future upside.

[
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Deal Architecture: Matching

Structure to Strategy 3k

Business-Only
(Asset Purchase + Lease Assignment)
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Relies entirely on verified cash flow,
lease term length, and landlord
consent.

Business + Real Estate

Stronger collateral, but requires complex

simultaneous tracks (appraisal,
environmental review, title, survey).

| High risk. Lenders ignore previous seller's '

Concept Conversion
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historical sales. Requires highly
detailed launch plan and heavy equity.
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The Seller Note

Subordinated seller financing bridges
valuation gaps across any legal structure.




nnderwriting Math: The DSCR Engine 1 ‘1

| Target Ratio: 1.20x+i

The Filter

(Deductions)

Minus COGS | E
(menu mix, theft, waste) =
Net Cash | Agg;ta' -

Flow Serwce =

(EBITDA :

available =

for debt) <

_ 3 Minus Occupancy |
| Average | I Cost
= - (Rent, CAM, Utilities) |

For every $1.00 of debt,
the engine must produce
$1.20 of cash flow.




Projection Realities & The Break-Even Target

800 Upside Case: Lenders ignore this.
Useful only for private equity upside.
700
600 | |
Base Case: The underwriter's focus.
500 Must be tied to operating capacity and
g historical data—not flat percentage growth.
=
% 400
A e Break-Even Point _ _ __ Fixed + Variable Costs
200 Conservative Case: Stress-tested for
slow ramp-up and higher labor pressures.
100
“1-\ | (@) Insight: Break-even is a daily/weekly operational target, not just an {3 Owner Compensation Warning: Do not omit owner salaries to

abstract annual number. ’ artificially inflate DSCR. If you work full-time, labor costs must reflect it.




Deal Killers: The Early Warning System

|

/\\ Red Flag

Pre-Contract Mitigation

:

ﬂf‘g Unfiled Tax Returns or P&L Mismatch

Require clean, CPA-reviewed statements before
submitting LOI. Unverifiable cash sales are
entirely excluded by lenders.

,ﬁ Short Lease Term with No Options

Negotiate lease extensions or assignment rights
prior to fixing contract deadlines.

/!\ Undocumented Borrower Equity

Source and season all equity for a minimum of
60 days. Unexplained transfers kill deals.

@\j Liquor License & Entity Uncertainty

Separate real estate and operating entity
approvals early to prevent state transfer delays.

—

A red flag is easiest to solve before a contract is signed. Once

deadlines and deposits are fixed, hidden risks create distrust.
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The Requisition Package

(Mise en Place) -

The Raw Materials
(100+ Documents)

~

Y

Synthesized

F

Schedules

o

Tax returns, POS data, leases,
contractor bids, operating
agreements, personal financials

Financial projections, DSCR
< calculations, break-even analysis,
post-closing liquidity schedule

The 1-2 page Executive Summary

Key Directive: Do not bury the most important facts. The lender
must see the requested loan amount, exact use of funds,
repayment source, and equity contribution visible on Page 1.
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The Sources & Uses Balance

w Uses of Funds Sources of Funds ﬂ
| Purchase Price Borrower Equity '
~ Real Estate i Senior Bank Loan ¥
FF&E / Equ!pment _ | SBA / CDC Portion
Leasehold Improvements ~ Seller Note
i Closmg Costs ~ Landlord Contribution
Working Capltal T o e [ i

[ === 1hese columns must balance to the exact dollar. |

e

. Insight Note: The Seller Note is a powerful structural tool. It bridges the valuation gap

between the purchase price and bank limits, signaling seller confidence to the senior lender.
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Coordination Ecosystem:
The Closing Timeline

" Credit, collateral,
J) and guarantees.

Liquor License Counsel Liquor _ A eal stiictifa terins
t?;ﬂtsiearnt(imgsl License == 0\ Broker ) ang expectations.
_[¢{ Borrower / |5
2\\\ Operator /
Appraiser & \¢ R SO
Environmental ([ Appraiser )| | Leases, IJU!’Ch&S%
Real estate and \\ & Conts /J gg{ﬁg?i"te"tsa entity
asset valuation. W / y.

A, Action Plan: Mandate a Weekly Closing Call. Coordinate appraisal, environmental review,

7" and license transfers on parallel tracks to prevent avoidable surprises in the final week.
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Synthesis: The Blueprint r \ Disciplined Structure
for Closing Certainty  ({(S\WE)) v caseh o e oot ot

stack and purchase price.

Verified Math

Stress-tested DSCR, sourced
equity, and conservative,
operationally-driven baseline
projections.

A Curated Narrative

A flawless Requisition Package ||{
led by a direct Executive Summary
and proven operator experience.

Verified
Math |

%
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<1 Successful restaurant financing is not about pitching a dream; it is a meticulously designed

/" engineering process that aligns the operator’s reality with the underwriter’s mandate.




Execution Partners:

Bielat Santore & Company

New Jersey’s foremost food and beverage specialists since 1978. Providing expert
guidance in buying, selling, leasing, and developing hospitality properties.

Facilitated over $500,000,000 in
financing through commercial loans,
| SBA programs, and private equity.

-1 Ir
e Sold more restaurants and hospitality
real estate in New Jersey than any
other commercial broker.

r "\_\‘ Ii 4 X \
R
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Methodology: Highlighting a proprietary Branded Selling Cycle—a system of precise
evaluation, strategic positioning, and polished execution.

Richard R. Santore | 732.531.4200 | info@123bsc.com | 123bsc.com
201 Main Street, Allenhurst, NJ 07711
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