

NMMA Policy Brief: Dealer Inventory Financing 
Support S. 2869 with Modest Changes to Enhance SBA Lending Programs
 (
LEGISTIVE OBJECTIVE
The Obama Administration, Small Business Administrator Karen Mills, Senate Small Business Chair Mary Landrieu (D-La.) and Ranking Member Olympia Snowe (R-Maine) have all indicated strong support for SBA 
reducing borrower fees
, 
extending the maximum 90% loan guarantee rate
 for SBA loans and increasing the maximum loan limits from 
$2 million to $5 million
. All of these changes are important tools to increase small business access to capital, including marine manuf
acturers and marine dealers. 
Sens. Mary Landrieu (D-LA) and Olympia Snowe (R-ME) in December introduced legislation that would enact these changes: S. 2869, the Small Business Job Creation and Access to Capital Act.  
NMMA is also encouraging the Congress and the Administration to make important changes to the SBA 7(a) Dealer Floorplan Pilot (DFP) Program, which is designed specifically to increase lending for inventory, or floorplan, financing.  As the Congress 
advances the so-called “Jobs 3” bill, it should enact S. 2869 
with changes to extend the DFP program to at least 5 years.
 
 If the elements of S. 2869 were included in the Senate jobs bill, the SBA would help leverage a potential $16 billion in new lending this year that would create over 545,000 new jobs.  
BACKGROUND
In 2007, marine retail new boat and engine sales totaled $14.5 billion, with an inventory value of less than $8 billion at 2 turns per year.  The total marine industry floor plan market was approximately $3-4 billion.
However, t
he credit crisis has had a profound effect on the marine industry. Lenders and financing companies that had been the traditional sources of wholesale or floor plan financing abruptly left the market. 
 
Boat and boat trailer manufacturers and dealers have felt the impact of the credit shutdown resulting in a loss of over 135,000 U.S. jobs
. 
The marine industry strongly supported the creation of the Small Business Administration’s Dealer Floor Plan Pilot Initiative (DFP).  The Initiative established a pilot 7(a) loan guaranty program dedicated for lines of credit that provide floor plan financing and allows boat dealers to acquire boat and boat trailer inventory.
 
The SBA Floor Plan Pilot Initiative has the potential to assist boat dealers to establish critical lines of credit with SBA approved banks to replace lines that have either become unaffordable or have disappeared.
 
However
, Congress must intervene quickly to make the program successful as the program to date has drawn far too little participation from banks and lenders
 and dealers continue to struggle with access to capital.
 
Basic, quick and low-cost changes to this program would make it more successful, such as 
extending the program to at least 5 years
, 
eliminating the “Lesser Experienced Lenders” restriction
, and other changes which should be included as amendments to S. 2869 to enhance the program.  
NMMA 
also 
supports the President’s recently-announced 
Small Business Lending Initiative
 to direct residual TARP monies to community banks to increase lending for small businesses. 
As part of this program, NMMA would encourage the Administration
 and Congress 
to direct a portion of these monies to inventory financing and mechanisms to incent smaller banks to enter this line of business.  
This would help diversify the lending market and stabilize distribution networks, while alleviated pressure on manufacturers to reduce production (and, consequently, jobs).    
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Dealer Inventory Financing Talking Points
Support S. 2869 with Modest Changes to Enhance SBA Lending Programs

· As a member of the U.S. recreational boating industry, I can tell you first hand that the credit crisis has had a profound effect on my industry. Lenders and financing companies that had been the traditional sources of wholesale or floorplan financing abruptly left the market in late 2007, causing a significant lending gap that forced painful dealership closures and massive boat production declines. 

· Boat and boat trailer manufacturers and dealers have felt the impact of the credit shutdown, resulting in a loss of over 135,000 U.S. jobs.  In 2009 boat production fell 80% in some market segments, with sales down more than 30 percent. Half of the marine dealerships in the U.S. are expected to shut down unless Congress acts soon to relieve the credit crisis.   

· I am urging you to support S. 2869, introduced by Senators Mary Landrieu and Olympia Snowe, signed by 23 cosponsors, which would reduce borrower fees, extending the maximum 90% loan guarantee rate for SBA loans and increasing the maximum loan limits from $2 million to $5 million. All of these changes are important tools to increase small business access to capital, including marine manufacturers and marine dealers.    

· In addition to S. 2869, I am requesting that you specifically work to address the issue of dealer floorplan financing by making the Small Business Administration’s Dealer Floor Plan Pilot Initiative (DFP) permanent, or extend it to at least 5 years.  

· This Initiative established a pilot 7(a) loan guaranty program dedicated for lines of credit that provide floor plan financing and allows boat dealers to acquire boat and boat trailer inventory.  The SBA Floor Plan Pilot Initiative has the potential to assist boat dealers to establish critical lines of credit with SBA approved banks to replace lines that have either become unaffordable or have disappeared.

· However the program has drawn far too little participation from banks and lenders and dealers continue to struggle with access to capital.  Basic, quick and low-cost changes to this program would make it more successful, such as extending the program permanently or to at least 5 years, eliminating the “Lesser Experienced Lenders” restriction, and other changes.  

· Please act quickly to pass S. 2869 with amendments to extend and enhance the SBA DFP program.  
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