Fuel Dealers
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Ok, here's how fuel dealers operate.

They mainly sell heating oil and propane gas. Some sell jet fuel, diesel fuel, and butane. Some also sell home furnaces and maintenance.

The average heating oil dealer has $3 million of annual revenue, and 10 employees. Propane dealers are smaller.

Both buy product from pipeline and harbor terminals, usually at a daily price called the rack rate. They store it in tanks, from which they fill trucks that deliver product to a home or business. 

Customers mainly are homes. Dealers have annual contracts with customers to keep their tanks filled through the winter. Average use is 600 gallons of heating oil per year, a larger amount for propane, which has a lower heat content. A dealer may have 2,000 customers.

Assets include fleets of trucks and inventories of fuel that last a few weeks. Computers are used to plot out the most efficient delivery routes.

Here are some strategic things you should know.

Heating oil is mainly used in the Northeast, propane in rural areas. Heating oil is also called #2 fuel oil and is the same thing as diesel fuel.

Prices for heating oil and propane can change rapidly. To protect themselves, dealers keep fairly small inventories, and charge customers at a markup from the current rack rate. Some dealers lock in prices with futures contracts and offer customers a fixed price for the year.

Jet fuel dealers refuel private planes at small and regional airports, as part of services that also do airplane maintenance, repairs and training. They buy fuel at terminals and sell at a markup from the rack rate.

The heating oil market has slowly eroded as customers in cities switch to natural gas. Heating oil and natural gas prices are close but not always in synch. Dealers get annoyed with arguments that gas is cleaner and more convenient.
Here are some good talking points.
How much product do they sell per year? Maybe over a million gallons.

How many customers do they have?

Do they sell more than one product?

Where do they buy fuel?

Do they calculate their prices off the rack rate?

How many trucks do they have?

How much inventory do they keep? In days sales.

If a heating oil dealer, have they lost much business to natural gas?

And finally, how do they see their business changing in the future?

Now, you're ready.

