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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.:
5000-704

SUBJECT:
SBA Assistance to Small Businesses Impacted by High Oil Prices 
EFFECTIVE:
1/3/2001

In February 2000, SBA issued two notices regarding the technical and financial assistance that the Agency had available to assist small businesses that were being adversely affected by high oil prices.  The purpose of this Notice is to update the previous notices and provide updated information regarding the adverse impact that the extremely cold winter coupled with rising oil prices is having on small businesses again this winter.  In addition, by this Notice, we are again requesting that SBA field office staff provide assistance to help affected businesses through this difficult time.

Once again, this winter the heating and fuel oil prices of heating and fuel oil are higher than in most past winters, and many areas of the country have been experiencing record low temperatures.  As a result, many small businesses are experiencing cash flow problems caused by their higher than expected fuel and heating costs.  Again this year, there is no indication that there will be any significant reduction in the cost of these commodities in the immediate future. Therefore, it is essential that SBA once again respond quickly to make sure that all small businesses that may be adversely impacted by this situation are aware of the programs available through the Agency that may be of help to them.

Many of the affected businesses may benefit immediately from technical assistance to help them develop short‑ and long‑term cash flow analyses and plans for handling the additional unexpected costs. This is particularly important since lenders will be able to extend credit only when a business' cash flow projections support the conclusion that the business has the ability to pay its existing and anticipated obligations as well as to repay the new loan being requested.

When a business can demonstrate the requisite repayment ability over time, SBA's loan guaranty may enable a lender to provide the financing that will enable an impacted business to cope with its short‑term cash flow problems. SBA staff can help lenders to identify the 7(a) loan product that will best meet an individual business' financing taking into consideration such factors as the amount of money required and the repayment period and terms needed. For example, the Agency's regular 7(a) loan program can be very effective for those businesses that need immediate access to working capital and will require several years for full repayment. Other good alternatives for financing these businesses may be the "Seasonal" and "Small Asset Based" CAPLines programs or SBAExpress, although any SBA loan 7(a) loan product or process may be equally useful depending on the special needs of the individual business.  The key to the success of this effort will be SBA's ability to be flexible in its application of program requirements. For example, an individual small business may benefit from a repayment structure that allows for a brief initial period of interest only payments to allow the business to adjust to the increased petroleum product prices. We would encourage you to consider whether individual applicant circumstances might make it appropriate for you to recommend to Headquarters a waiver of Standard Operating Procedures (SOP) where not inconsistent with any governing regulations.

We would remind you, too, that small fuel oil dealers are continuing to experience cash flow difficulties because of the continued escalation of heating oil prices. Because of their own cash flow problems, these businesses lack the resources to grant credit to their customers for a period of time beyond the normal payment terms (generally, 30 days). To the extent that SBA is able to guarantee financing to assist a dealer to manage its cash flow, the dealer may, in turn, be able to pass through to its customers more favorable payment terms.

As before, we request that you provide copies of this Notice to your lenders and to the Small Business Development Centers (SBDCs), Service Corps of Retired Executives (SCORE) chapters and other technical assistance partners in your area to make them aware of SBA's desire to assist small businesses adversely affected by the current petroleum pricing increase. We will need the help of all of our partners in order to provide meaningful assistance to these adversely impacted businesses.

We also ask that you actively reach out to the small businesses in your community to make them aware of the services that SBA has available to assist them through this difficult period.

Questions from the lending and business sectors about SBA financial assistance programs should be directed to local SBA offices. If you have any questions about this Notice, please contact Bin McConnell, SBA 7(a) Program Branch Chief, at (202) 205‑6490.

Thank you once again for your continuing support and your assistance with this important project.

___________________________

Jane Palsgrove Butler 

Associate Administrator 

     for Financial Assistance

Expires  4/1/2001
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