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	TO:
	All SBA Employees
	CONTROL NO.:
	5000-987

	SUBJECT:
	Deed Restrictions Pertaining to Gas Stations 
	EFFECTIVE:
	3/30/2006


The Office of Financial Assistance recently advised the Sacramento Processing Center that it is not to approve any 504 loan for the purpose of purchasing a gasoline station where the deed includes a provision restricting the brand of service station that may be operated on the premises. 
The purpose of this Information Notice is to inform SBA field offices, SBAExpress lenders, PLP lenders and PCLP CDCs that 7(a) or 504 loan requests to purchase gasoline stations that include similar deed restrictions (or language that has the same effect), whether the restrictions are required as part of the purchase and sale agreement or already contained in covenants running with the land, are not acceptable to SBA.  

The deed restrictions in question are typically seen as part of a buy/sell agreement between an oil company and a purchaser of one of its gasoline stations.  SBA found the deed restrictions to be unacceptable because they severely compromise the marketability of the business real estate collateral that would be securing the SBA-guaranteed loan.  

The deed restriction language generally appears titled as “Use or Operation Restrictions” or “Petroleum Restrictions” in a Special Warranty Deed or other document recorded as part of the purchase and sale transaction.  An example reads as follows:

No part of the Property shall be used by Grantee or any other Grantee Party, directly or indirectly, for an automobile service station, petroleum station, gasoline station or for the purpose of conducting or carrying on the business of selling, offering for sale, storage, handling, distributing or dealing in petroleum, gasoline, motor vehicle fuel, diesel fuel, kerosene, benzol, naphtha, greases, lubricating oils, or any fuel used for internal combustion engines, or lubricants in any form, or other petroleum or petroleum-related products, except for the personal use or consumption of such products by Grantee or its lessees of the Property, unless any such use is in connection with the operation of the Property as a Grantor branded service station. For purposes hereof, “Grantor branded service station” shall mean a service station under the brand [franchisor name] or any other brand of Grantor or any of its affiliates or their respective successors and assigns. 
The above covenants and use restrictions bind and restrict the Property as covenants and restrictions running with the land and each portion thereof, and are deemed to benefit Grantor as a user of, operator of, or supplier of Grantor branded fuels to lands or retail operations in the jurisdiction in which the Property is located.  These restrictive covenants will remain in full force and effect for a term of fifteen (15) years from the date of this conveyance whereupon these restrictive covenants will automatically lapse and terminate and be of no further force or effect.  

Questions from CDCs or lenders regarding this notice should be directed to their local district office.  Questions from SBA field personnel may be directed to Jim Hammersley at james.hammersley@sba.gov.
______________________
James E. Rivera

Associate Administrator 
  for Financial Assistance
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