



SBA Information Notice
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 Set ExpDate"12/31/96" 12/31/96
TO:
All RAs; DDs; BMs; Field Counsels; Field Finance, USEAC,  PLP and LowDoc Loan Processing Centers, PLP Review Branch and Commercial Loan Servicing Centers Personnel; and Staff in the Offices of Field Operations, Financial Assistance, General Counsel, and International Trade
CONTROL NO.:
5000-649

SUBJECT:
SBA Assistance to Small Business Fuel Oil Dealers 
EFFECTIVE:
2-8-2000

The purpose of this Notice is to inform you of the dilemma facing fuel oil dealers and remind you of the SBA loan products that are available to assist those businesses during this difficult time.

Over the past few weeks, SBA has heard from small fuel oil dealers and from Members of Congress about the problem facing this industry.  Simply put, it is this -- the price of fuel oil has gone up dramatically at the very time when many areas around the country are being hit by temperatures much lower than those predicted or usually experienced during the winter months.  

In the fuel oil industry, dealers typically pay for their wholesale purchases at or shortly after they receive them.  The dealers then deliver the fuel oil to their consumer or business customers, receiving their payments at the time of delivery or billing for later payment.  The problem that some of these businesses are encountering is caused solely by an unanticipated increase in their cash flow needs.  This is due to two facts – prices have gone up dramatically and the long-term colder than normal temperatures have meant that greater quantities of fuel have been required.

Fortunately, SBA has several tools already available that can be used immediately to help fuel oil dealers to meet the strain on their cash flows brought about by these unexpected circumstances.  Programs that may be especially helpful include SBAExpress and the revolving line feature of CAPLines.  Both of these processes allow SBA to guarantee short-term working capital loans under favorable terms for both SBA’s borrowers and its lenders.  In addition, depending on circumstances, an individual business may benefit from other SBA financing tools or from our technical assistance programs.  This can be a win – win situation for the fuel oil dealers and for our lending partners that want to be able to assist their customers in the fuel oil industry.  And, these should not be difficult credits to process and approve because they will be essentially self-liquidating.  That is, they will be repaid relatively automatically as the dealers receive payments from their customers.  Because of this, we expect that this will be a relatively short-term need.  

The funding need is certainly there and good tools to meet that need are also there.  All that needs to be done is to link financing with the available programs.  That’s where you come in.  

Effective immediately, each SBA office in an area that may be impacted by these circumstances should begin an aggressive outreach program.  Each time SBA speaks in a forum directed to potential borrowers, lenders, or other SBA partners, you should remember to mention the SBA lending and technical assistance programs that are available to assist the fuel oil industry.  We also request that you provide copies of this Notice to your Small Business Development Centers (SBDCs) and Service Corps of Retired Executives (SCORE) chapters to make them aware of SBA’s programs to assist these businesses.  The key fact to remember is that SBA is not proposing any new or changed programs.  Instead, we are planning to use existing technical assistance and financing tools to meet a short term specialized industry need.  The small business fuel oil dealers in your community, and your community itself, will benefit greatly from your assistance efforts.

If you have any questions regarding this Notice, please contact Bin McConnell, SBA 7a Program Branch Chief, at (202) 205-6490.   Thanks for your help with this important project. 

Jane Palsgrove Butler
Associate Administrator

     for Financial Assistance

Expires: 5-1-2000
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