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GUIDELINES


for the

COMMUNITY ADJUSTMENT AND INVESTMENT PROGRAM

I. 
Background.  

The Community Adjustment and Investment Program (the “CAIP”) provides financial resources to assist in the creation or preservation of private sector jobs in United States communities that need assistance to adjust to significant job losses directly or indirectly attributable to changes in trade patterns with Canada or Mexico associated with the North American Free Trade Agreement (“NAFTA”).  The CAIP is authorized by section 543 of the North American Free Trade Agreement Implementation Act, Pub. L. No. 103‑182, 107 Stat. 2057, 2169, codified at 22 U.S.C. § 290m-2 (1993) (the “NAFTA Implementation Act”).

The goal of the CAIP is to assist the private sector in (1) creating new jobs in communities that have experienced the greatest difficulty in adjusting to disruptions of their economies attributable to NAFTA, and (2) preserving existing jobs that are at risk of being lost in such communities.  The CAIP strives to achieve this goal by leveraging private sector business lending by making loans and loan guarantees available to private sector firms in such communities to assist them in creating or preserving jobs.  In addition, the CAIP endeavors to assist the development and/or operation of programs or projects designed to create or preserve private sector jobs in such communities by making loans, loan guarantees, and grants available to nonprofit and public entities.  The loan funds and grant funds made available through the CAIP are referred to as “CAIP financing.”

CAIP financing is provided through three programs:

1. 
CAIP federal agency program.  CAIP financing is provided through increasing the availability of loans and loan guarantees under existing federal loan or loan guarantee programs administered by federal agencies that participate in the CAIP (“participating agencies”).  This program is referred to as the “CAIP federal agency program”.

2. 
CAIP credit program.  CAIP financing is also provided through direct loans and loan guarantees administered by the Director of the Los Angeles, California, office (the “Los Angeles Office”) of the North American Development Bank (“NADBank”).  This program is referred to as the “CAIP credit program”.

3. 
CAIP grant program.  Depending on availability of funds, CAIP financing is also provided through grants administered by the Director of USCAIP Projects located in the San Antonio, Texas headquarters of NADBank to support specific projects or to procure or provide technical assistance.  This program is referred to as the “CAIP grant program”, and the office of the Director of USCAIP Projects is referred to as the “CAIP Grant Program Office.”

These Guidelines are used by the participating agencies, the Director of the Los Angeles Office, and the Director of USCAIP Projects to determine eligibility for CAIP financing under the three programs described above.  These Guidelines have been developed by the interagency CAIP Finance Committee (the “Finance Committee”) established by Executive Order No. 12916 dated May 13, 1994.  The CAIP Advisory Committee, established pursuant to section 543(b) of the NAFTA Implementation Act, has provided the Finance Committee with advice and assistance in developing these Guidelines.  These Guidelines are subject to modification from time to time.  Applicants for CAIP financing are responsible for reviewing and becoming familiar with an up-to-date version of these Guidelines, which can be found on the Web at http://www.nadbank-caip.org, or can be obtained from the Los Angeles Office or the CAIP Grant Program Office.

II. 
Eligible Areas.
CAIP financing is available for projects and programs located in communities that meet the eligibility criteria established by the Finance Committee for communities.  Such communities are referred to as “Eligible Areas”. 

A. 
Designation of Eligible Areas.

The Finance Committee has established an Eligible Area Subcommittee comprised of staff from certain agencies that are members of the Finance Committee for purposes of making recommendations to the Chair of the Finance Committee regarding the designation of  geographic areas within the United States as  Eligible Areas (upon such designation by the Chair of the Finance Committee such Eligible Areas shall be “Designated Eligible Areas”) and updating the list of Designated Eligible Areas accordingly.  An up-to-date list of Designated Eligible Areas can be found on the Web at http://www.nadbank-caip.org, or can be obtained from the Los Angeles Office or the CAIP Grant Program Office.  Evidence demonstrating that a particular geographic area meets the eligibility criteria set forth in this subsection A may be submitted directly to the Finance Committee or through a participating agency, the Los Angeles Office, or the CAIP Grants Program Office.

1. 
Criteria for designating counties as Eligible Areas.
In determining whether a county other than a border county (see part 2, below) qualifies as an Eligible Area, the Finance Committee considers whether the county (a) has experienced significant job losses attributable to NAFTA, and (b) needs transition assistance to adjust economically to these job losses.  Satisfaction of these criteria is determined as follows:

a. Significant job losses attributable to NAFTA.

i. Evidence that job losses are attributable to NAFTA.

The Finance Committee counts as job losses within a county attributable to NAFTA the number of workers in the county certified by the Department of Labor NAFTA ​Transitional Adjustment Assistance (“NAFTA-TAA”) program authorized by section 250 of the Trade Act of 1974, as added by section 502 of the NAFTA Implementation Act (19 U.S.C. § 2331).  The Finance Committee will also consider reliable evidence of (a) the number of jobs lost in the county due to relocation of production to Canada or Mexico (e.g., due to the movement of a factory from the county to one of those countries), or (b) the number of jobs lost in the county in a sector of the economy that has experienced increased imports from Canada or Mexico.

ii. 
Evidence that the number of job losses is significant.
For purposes of determining eligibility for CAIP financing, each county within the United States is categorized as “urban” or “rural”.  A county is urban if, at the time of determination, it has a Department of Agriculture rural-urban continuum code (“Beale Code”) of 1 and 2. A county is rural if, at the time of determination, it has a Beale Code of 3 through 9.

The Finance Committee considers the number of job losses attributable to NAFTA in an urban county to be “significant” if the number is equal to or greater than 500 during the 36-month period preceding the date of determination.  The Finance Committee considers the number of job losses attributable to NAFTA in a rural county to be “significant” if the number is equal to or greater than either (a) 300; or (b) 2% of the civilian labor force in that county as reported/estimated by the U.S. Bureau of the Census in its most current available/published data, during the 36‑month period preceding the date of determination.

b. 
Need for transition assistance based on high unemployment.  
The Finance Committee determines a county’s need for transition assistance in adjusting economically to job losses attributable to NAFTA by comparing the unemployment rate within the county to the national unemployment rate.  The county unemployment rate will be measured using the Local Area Unemployment Statistics reported by the Department of Labor Bureau of Labor Statistics (“BLS”).  The national unemployment rate will be measured using the National Unemployment Statistics reported by BLS.  

The Finance Committee considers there to be a need for transitional assistance if the county's average unemployment rate for the most recent 12-month period preceding the date of determination for which data are available is equal to or greater than 1 percentage point over the national average unemployment rate for the same time period.
 

2. Border counties designated as Eligible Areas. 

Similar to the criteria adopted by NADBank for establishing eligibility for NADBank assistance for environmental projects, the Finance Committee has designated each county within the United States that has any part located within 62 miles of the United States-Mexico border as an Eligible Area.  Such counties are referred to as “border counties”.

3.
Additional Eligible Area criteria respecting urban counties applicable to the CAIP federal agency program. 

Except with respect to Eligible Areas designated under subsection A.1, above, before March 10, 1999, the following additional Eligible Area criteria respecting urban counties (Beale Code 0-2) apply to the CAIP federal agency program.

a. 
Limitation on CAIP financing to be provided by any participating agency in urban counties.
For purposes of determining eligibility for CAIP financing to be provided in urban counties by any participating agency, an urban county that meets the eligibility criteria set forth in parts 1 or 2, above, is nevertheless considered to be an Eligible Area only if the number of NAFTA-attributable job losses (determined according to part 1.a.i, above) in that county during the 36‑month period preceding the date of determination is equal to or greater than 1% of the county’s labor force.

b.
Exception for CAIP financing to be provided by the Small Business Administration in parts of urban counties

For purposes of determining eligibility for CAIP financing to be provided in urban counties by the Small Business Administration, areas within urban counties are categorized as “rural areas,” “cities having a population of 50,000 or more,” or “urbanized areas.”  A rural area is an area that is outside the municipal boundaries of a city having a population of 50,000 or more and not within an urbanized area.  An urbanized area is an area immediately adjacent to a city having a population of 50,000 or more that socially and economically forms a single community with that city.

Notwithstanding subpart a, above, a rural area of an urban county that meets the eligibility criteria set forth in either part 1 or 2, above, is considered an Eligible Area for purposes of Small Business Administration loan guarantees.  In addition, notwithstanding subpart a, above, zip code areas having 100 or more NAFTA-attributable job losses (determined according to part 1.a.i, above) during the 36-month period preceding that date of determination, which are located within a city having a population of 50,000 or more or its adjacent urbanized areas and within an urban county that demonstrates a “need” for transitional assistance according to the standard set forth in part 1.b, above, are considered Eligible Areas for purposes of Small Business Administration loan guarantees.

d. Exception for CAIP financing to be provided by the Department of Agriculture Rural Business-Cooperative Service.

As with the case for CAIP financing to be provided by the Small Business Administration, for purposes of determining eligibility for CAIP financing to be provided in urban counties by the Department of Agriculture Rural Business-Cooperative Service, areas within urban counties are categorized as “rural areas,” “cities having a population of 50,000 or more,” or “urbanized areas.”  A rural area is an area that is outside the municipal boundaries of a city having a population of 50,000 or more and not within an urbanized area.  An urbanized area is an area immediately adjacent to a city having a population of 50,000 or more that socially and economically forms a single community with that city.

Notwithstanding subpart a, above, a rural area of an urban county (Beale Code 0 - 2) that meets the eligibility criteria set forth in part 1, above, is considered an Eligible Area for purposes of the Department of Agriculture Rural Business-Cooperative Service loan guarantees.

Notwithstanding subpart a, above, a rural area of an urban county (Beale Code 0 - 2) that meets the eligibility criteria set forth in part 2, above, but not part 1, above, is considered an Eligible Area for purposes of Department of Agriculture Rural Business-Cooperative Service loan guarantees if the rural area is located within a county that demonstrates a “need” for transitional assistance according to the standard set forth in part 1.b, above.  In addition, notwithstanding subpart a, above, a defined part of a rural area located within an urban county (Beale Code 0 - 2) that meets the eligibility criteria set forth in part 2, above, but not part 1, above, is considered an Eligible Area for purposes of Department of Agriculture Rural Business-Cooperative Service loan guarantees, even if the entire county in which the defined part is located does not demonstrate a “need” for transitional assistance according to the standard set forth in part 1.b, above, if the defined part itself demonstrates a “need” for transitional assistance according to the standard set forth in part 1.b, above, applying the Local Area Unemployment Statistics reported by the BLS.


4.
Criteria for designating partial county areas as Eligible Areas.
Where a county does not qualify as an Eligible Area under parts 1 through 3 above, a partial county area within that county may qualify as an Eligible Area if the partial county area (a) has experienced significant job losses attributable to NAFTA, and (b) needs transition assistance to adjust economically to these job losses as measured by high unemployment and geographic separation.  In order for a partial county area to qualify as an Eligible Area, an applicant has the burden of demonstrating to the Finance Committee that the following three criteria are met:

a. Establishment of partial county area.

A partial county area must be (a) a clearly identifiable part of a county, e.g. a political subdivision, an area with a distinctive geography such as east of the XYZ river, and (b) closely approximated by census tracts.  An application must contain a description of the partial county area and a map of the partial county area that includes census tract information

b. Significant job losses attributable to NAFTA.

i.              Evidence that job losses are attributable to NAFTA.

There must be reliable evidence of (a) the number of jobs lost within a partial county area due to relocation of production to Canada or Mexico (e.g. due to the movement of a factory from the partial county area to one of those countries), or (b) the number of jobs lost in a partial county area in a sector of the economy that has experienced increased imports from Canada or Mexico.



       ii.
          Evidence that the number of job losses is significant.

For purposes of determining eligibility for CAIP Financing, each county within the United States is categorized as “urban” or “rural”.  A partial county area is urban, if at the time of determination, the county has a Department of Agriculture Beale Code of 0 through 2.  A partial county area is rural, if at the time of determination, the county has a Beale Code of 3 through 9.  The Finance Committee considers the number of job losses attributable to NAFTA in an urban partial county area to be “significant” if the number is equal to or greater than 500 during the 36-month period preceding the date of determination.  The Finance Committee considers the number of job losses attributable to NAFTA in a rural partial county area to be “significant” if the number is equal to or greater than 300 during the 36-month period preceding the date of determination.  

c.
Need for transition assistance based on high unemployment and geographic separation.



     i.

High unemployment rate

The Finance Committee determines a partial county area’s need for transition assistance in adjusting economically to job losses attributable to NAFTA based on whether a partial county area has a high unemployment rate by comparing the unemployment rate within the partial county area to the national unemployment rate.  The partial county area unemployment rate will be measured using the Local Area Unemployment statistics reported by BLS.  The national unemployment rate will be measured using the National Unemployment Statistics reported by BLS.  

The Finance Committee considers there to be a “high” unemployment rate within a partial county area if the partial county area’s average unemployment rate for the most recent 12-month period preceding the date of determination for which data is available is equal to or greater than 1 percentage point over the national average unemployment rate for the same time period.

   ii. 

Geographic separation.
The Finance Committee determines a partial county area’s need for transition assistance in adjusting economically to job losses attributable to NAFTA based on reasonable evidence provided by an applicant that the partial county area is geographically separated from the more prosperous portions of the county and/or is at such a distance away from the more prosperous portions of a county that it is not now, and is not likely to become, a beneficiary of the prosperous portions’ economic activity.

5.
Exception to Eligible Area criteria respecting urban partial county areas applicable to financing provided by the Small Business Administration under the CAIP federal agency program.       

For purposes of determining eligibility for CAIP financing to be provided in urban partial county areas by the Small Business Administration, areas within urban counties are categorized as “rural areas”, “cities having a population of 50,000 or more”, or “urbanized areas”.  A rural area is an area that is outside the municipal boundaries of a city having a population of 50,000 or more and not within an urbanized area.  An urbanized area is an area immediately adjacent to a city having a population of 50,000 or more that socially and economically forms a single community with that city.

A rural area of an urban county that meets the eligibility criteria set forth in either part 1 or 2, above, is considered an Eligible Area for purposes of Small Business Administration loan guarantees.  In addition, zip code areas having 100 or more NAFTA-attributable job losses (determined according to part 4.b.i, above) during the 36-month period preceding that date of determination, which are located within a city having a population of 50,000 or more or its adjacent urbanized areas and within an urban county that demonstrates a “need” for transitional assistance according to the standard set forth in part 1.b, above, are considered Eligible Areas for purposes of Small Business Administration loan guarantees.

B. 
Duration of designations.
1. 
Duration of initial designations.
Each area that was designated under subsection A.1, above, before March 10, 1999 will remain a Designated Eligible Area for 36 months from its date of designation, at which time its designation will automatically expire unless its designation is extended in accordance with part 3, below.

Each county that was or is designated under subsection A.1, above, on or after March 10, 1999 and before June 5, 2001 will remain a Designated Eligible Area for 12 months from its date of designation, at which time its designation will automatically expire unless its designation is extended in accordance with part 3, below.

Each county that was or is designated under subsection A.1, above, on or after June 5, 2001 will remain a Designated Eligible Area for 36 months from its date of designation, at which time its designation will automatically expire unless its designation is extended in accordance with part 3, below.

Each partial county area that was or is designated under subsection A.4, above, on or after February 5, 2004 will remain a Designated Eligible Area for 36 months from the date of its designation, at which time its designation will automatically expire unless its designation is extended in accordance with part 3, below.

If an initial proposal for CAIP financing within a Designated Eligible Area is received by a participating agency, the Director of the Los Angeles Office, or the Director of USCAIP Projects before the expiration date of that Eligible Area’s designation, and the designation of that Eligible Area thereafter expires, the proposal will nevertheless remain eligible for consideration by the agency, Director, or Director if the application for CAIP financing is submitted in completed form to the agency, Director, or Director within 180 days after the expiration of the designation.  The time limit for submitting a completed application to the agency, Director, or Director does not apply to the satisfaction of all conditions to obtaining the CAIP financing (e.g., completion and submission of all required environmental studies).
2. 
Review of designations.
Each county that is a Designated Eligible Area will be notified 90 days before the expiration of its designation that its status as a Designated Eligible Area is going to be reviewed, and that if the county no longer demonstrates a “need” for transitional assistance according to the standard set forth in subsection A.1.b, above, CAIP financing will no longer be available for projects or programs in the area.  Failure to provide or receive such notice shall not affect the validity of the eligibility review or the expiration if the designation of the county no longer satisfies the eligibility criteria.

The status of each county that is a Designated Eligible Area will be reviewed beginning not earlier than 60 days before the expiration date of its designation to determine whether the county continues to demonstrate a “need” for transitional assistance according to the standard set forth in subsection A.1.b, above.

Each partial county area that is a Designated Eligible Area will be notified 90 days before the expiration of its designation that its status as a Designated Eligible Area will expire unless its submits information not earlier than 60 days before the expiration date of its designation that the partial county area continues to have high unemployment according to the standard set forth in subsection A.4.c.i, above. 

3. 
Extensions of designations.

The designation of a county as an Eligible Area will be extended for a period of 12 months beginning on the date its designation otherwise would have expired if the Finance Committee determines that the county continues to demonstrate a “need” for transitional assistance according to the standard set forth in subsection A.1.b, above. 

The designation of a partial county area as an Eligible Area will be extended for a period of 12 months beginning on the date its designation otherwise would have expired if the partial count area demonstrates to the satisfaction of the Finance Committee that the partial county area continues to have high unemployment according to the standard set forth in subsection A.4.c.i, above.

C. 
Eligible Areas other than Designated Eligible Areas.
For purposes of determining eligibility for CAIP financing, the absence of a geographic area  from the published list of Designated Eligible Areas does not preclude a geographic area  from treatment as an Eligible Area if the geographic area  in fact meets the eligibility criteria set forth in subsection A, above.

III. Eligible Projects and Programs.
CAIP financing is available for projects and programs that meet the eligibility criteria established by the Finance Committee for projects and programs.  CAIP financing may be made available for the direct costs of a particular project or transaction (e.g., financing construction costs or paying guarantee fees) or to support a program of transactions (e.g., augmenting loan loss reserves). 

A. 
Eligibility criteria applicable to all CAIP financing programs.
1. 
Designated Eligible Area requirement.
To be considered for CAIP financing under any CAIP financing program, the project or program being financed with the proceeds of the CAIP financing must both be located in, and create or preserve jobs in, a Designated Eligible Area.

2. 
Limited exception under the CAIP federal agency program and the CAIP credit program for “special projects”. 
A project located outside of a Designated Eligible Area is nonetheless eligible for CAIP financing under the CAIP federal agency program and the CAIP credit program if the project meets the following special criteria:

a. 
Workplace closure attributable to NAFTA.

i. 
Workplace closure.

The CAIP financing is for a private sector firm that either recently has closed, or has announced the imminent closure of, a workplace, and the closure has resulted, or will result, in substantial job losses.

ii. 
Evidence that the closure was or is attributable to NAFTA.
There is persuasive evidence that the workplace closure was or is attributable to changes in trade patterns associated with NAFTA.

b. 
Proximity to a Designated Eligible Area.
The project must be located within the immediate proximity of a Designated Eligible Area, 

c. 
Need for transitional assistance.
The project must be located in a county that the Finance Committee determines has a “need” for transition assistance under the standard described in section II.A.1.b, above. 

d. 
Job creation or preservation.
i. 
General threshold requirement.
The project must demonstrate the capacity to create at least 100 new jobs, preserve at least 100 jobs at risk of being lost, or create or preserve 100 jobs in any combination, during the 24‑month period immediately following the date of determination.  

ii. 
Limited exception.
The general threshold requirement may be modified by the Finance Committee if (a) the project demonstrates the capacity to create or preserve more than 50 jobs over the 24-month period immediately following the date of determination, and (b) after taking into consideration the size of the county and the contribution that the firm made or makes to the economic well‑being of the county, there is persuasive evidence that the economic well‑being of the county, as a whole, would experience substantial adverse effects from the closure of the workplace or the workplace remaining closed.
B. 
Additional CAIP program-specific eligibility criteria.
In addition to the criteria set forth in subsection A, above, each program or project must meet additional CAIP program-specific criteria.

1. 
CAIP federal agency program.
To be considered for CAIP financing under the CAIP federal agency program, a project or program must: (a) devote a majority of the loan principal made available under the CAIP federal agency program to opening a new facility, expanding operations at an existing facility, entering new markets, or improving a firm’s competitive position; (b) demonstrate a capacity to create new jobs, or preserve jobs at risk of being lost, over the 24-month period immediately following the date of determination; and (c) demonstrate a capacity to create or preserve at least one job for every $70,000 of the guaranteed portion of loan principal made available under the CAIP federal agency program.

In the case of a loan or loan guarantee sought under the CAIP federal agency program to create new jobs, CAIP financing is available for paying the budget subsidy “costs” (for purposes of the Federal Credit Reform Act of 1990, Pub. L. No. 101-508, title V, 104 Stat. 1388, 1388-610, as amended) of loans made, or loan guarantees issued, by the participating agencies and, in the case of a loan guarantee, the guarantee fee charged by the participating agency in connection with issuing the loan guarantee.  In the case of a loan or loan guarantee sought under the federal agency program to preserve existing jobs, CAIP financing is available for paying the budget subsidy cost of the loan made or loan guarantee issued and, if the jobs to be preserved are at risk of being lost due to changes in trade patterns associated with NAFTA, the guarantee fee in the case of a loan guarantee. 

No more than 49% of loan principal made available under the CAIP federal agency program may be used to refinance existing long-term debt (i.e., debt having a remaining term of more than 24 months) or to finance a change in business ownership.  For purposes of the foregoing limitation, the following are not considered to be long-term debt refinancing and, accordingly, are not subject to the limitation:  converting short-term debt (i.e., debt having a remaining term of 24 months or less) to long-term debt; converting interim debt (i.e., a bridge loan) to long-term debt; converting line-of-credit or revolving credit debt to long-term debt, if the debt was incurred to open a new facility, expand operations at an existing facility, enter new markets, or improve a firm’s competitive position; and bringing trade payables to a current status or buying out a factor.  Similarly, a change of ownership (e.g., acquisition, merger, or consolidation) that is essential to sustain the existence of the business is not subject to the limitation.

In addition to the CAIP eligibility criteria, the project or program must meet the eligible project or program criteria established by the particular participating agency from which a loan or loan guarantee is sought.  Eligible project criteria for loan guarantees issued under the Business and Industry guaranteed loan program of the Department of Agriculture Rural Business-Cooperative Service are described in 7 C.F.R. part 4279.  Eligible project criteria for loan guarantees issued under the general business loan programs of the Small Business Administration are described in 13 C.F.R. part 120.

2. 
CAIP credit program.
To be considered for CAIP financing under the CAIP credit program, a project must: (a) devote a majority of the loan principal made available under or guaranteed, in whole or in part, under the CAIP credit program to opening a new facility, expanding operations at an existing facility, entering new markets, or improving a firm’s competitive position; (b) demonstrate a capacity to create new jobs, or preserve jobs at risk of being lost, over the 24-month period immediately following the date of determination; and (c) demonstrate a capacity to create or preserve at least one job for every $50,000 of the loan principal made available under the CAIP credit program or that portion of the loan guaranteed, in whole or in part, under the CAIP credit program.

In addition, loan principal made available or guaranteed for a project or program under the CAIP credit program may not constitute more than 49% of the total principal amount of the financing made available for the project or program; i.e., financing and/or loan guarantees from sources other than the CAIP must constitute the majority of the total financing and/or loan guarantees for the project or program.

3. 
CAIP grant program.
The Finance Committee has established broad eligibility criteria for projects and programs to be considered for CAIP financing under the CAIP grant program to facilitate flexible implementation and usage of this program.  The CAIP grant program has three components, the CAIP competitive grant program (funded by appropriated funds),  the CAIP continuation grant program (funded principally by appropriated funds and some bank capital),  and the CAIP targeted grant program.  The CAIP competitive grant program  generally applies when the Finance Committee determines that there is sufficient funding available to support a competitive selection process.  The CAIP continuation grant program generally applies when the Finance Committee determines that there is insufficient funding available to support a competitive selection process and determines continuation grants to be appropriate. The CAIP targeted grant program applies when the Finance Committee approves the use of NADBank capital funds to make grants in order to support the purposes of the CAIP.

.

a. Competitive Grants

When sufficient funding is available to warrant a larger number of grants,  CAIP grants will be awarded  on a competitive basis.  Two types of grants are made available under the CAIP competitive grant program: (a) grants for a specific project or program (“specific project grants”); and (b) technical assistance grants. 

i. 
Specific project grants.

Specific project grants are grants made to or for a particular project or program designed to assist directly or indirectly in the creation or preservation of jobs in Designated Eligible Areas. Program eligibility will be determined in the context of the broader strategy to re-employ dislocated workers and prevent dislocation of workers.

Specific project grants may be used to help implement a strategy to create jobs in sectors that are expected to expand because of NAFTA for workers who have been dislocated, or are threatened with dislocation, due to changes in trade patterns attributable to NAFTA.

Some examples of eligible specific projects include, but are in no way limited to, the following:

· develop strategies that encourage industries to locate in a particular Designated Eligible Area;

· assistance to retain an existing business that has threatened to leave the United States;

· leveraging resources to create or improve internet or telecommunication capabilities to make communities more attractive for businesses;

· establishment of a funding pool for job creation through entrepreneurial activities;

· programs and activities that assist existing firms in restructuring or retooling to become more competitive in world markets and prevent job losses; and

(
retraining of dislocated workers to fill vacant positions in private sector companies.

ii. 
Technical assistance grants.
Technical assistance grants may be obtained to support:

· the development of specific projects or programs designed to create or preserve jobs (e.g., providing application preparation assistance to applicants under the CAIP credit program or similar assistance programs);

· the effective implementation of approved specific project grants by providing specialized assistance to the awardees (e.g., project management or technology support);

· programs and activities that directly assist firms in restructuring their strategic plans, market plans, and other aspects of their business to make the business more competitive;

· analytical activities that provide direct or indirect assistance to dislocated workers (e.g., surveys, research, economic trends analyses, community needs analyses, industry analyses, development of strategic planning models, creation of business plans); and/or

· programs that develop or deliver specialized training through conferences or seminars. (This is of lower priority than providing direct assistance to firms employing dislocated workers.)

b. Continuation Grants

If the Finance Committee has determined that there are insufficient CAIP grant program funds available to warrant the provision of CAIP financing under the CAIP competitive grant program, CAIP grant program financing may be provided in the form of continuation grants.  Continuation grants may  be provided to grantees that have successfully completed a grant made under the CAIP competitive grant program and who have demonstrated the capacity to create or preserve private sector jobs in Designated Eligible Areas.  Continuation grants may be awarded to those previous grantees who demonstrate that a continuation grant will result in the creation or preservation of additional private sector jobs in one or more Designated Eligible Areas.  

c.  Targeted Grants

CAIP grant program financing may be provided in the form of Targeted Grants.  Targeted Grants may be Specific Project Grants or Technical Assistance Grants as described under a Competitive Grants, above.  For example, Specific Project Grants may include funding infrastructure to prepare a property for attracting new business, or providing capital for a revolving loan fund to support business expansion.  An example of a Technical Assistance use would be assistance in developing a local business marketing strategy.  Targeted Grants may be provided to entities in Designated Eligible Areas which meet CAIP eligibility criteria and satisfy the requirements described in section V.  Evaluation and Selection of Projects and Programs, below.

IV.  Application Contents.
A. 
CAIP federal agency program.
Applications for CAIP financing under the CAIP federal agency program must include the materials required by the particular participating agency from which a loan or loan guarantee is sought.  Application requirements for loan guarantees issued under the Business and Industry guaranteed loan program of the Department of Agriculture Rural Business-Cooperative Service are described in 7 C.F.R. part 4279.  Application requirements for loan guarantees issued under the general business loan programs of the Small Business Administration are described in 13 C.F.R. part 120.

B. 
CAIP credit program.
Applications for CAIP financing under the CAIP credit program must include the following:

1. 
A statement of the requested terms for the CAIP loan or loan guarantee, including repayment and/or guarantee period, interest rate, loan guarantee fee, type of principal repayment schedule (graduated principal payments, equal principal payments, level debt service payments, any principal deferral), and security arrangements.  If concessionary terms are requested, a detailed justification must accompany the request.

2. 
A complete description of the project or program for which the CAIP loan or loan guarantee is requested, including the business plan and the qualifications of the management team.

3. 
A complete statement of finances for the project or program, including projections for at least three years and assumptions.

4. 
The number of jobs the project or program is anticipated to create or preserve and a description of those jobs.

5. 
The identities of the other lender(s), investor(s), or guarantor(s) participating in the total financing for the project or program and the terms of their participation.

6. Information necessary to permit evaluation of the application under the criteria set forth in section V.B of these Guidelines.

C. CAIP grant program.
Applications for CAIP financing under the CAIP competitive grant program must include all of the application materials identified in the respective Solicitation for Grant Applications issued by NADBank.  Applications for CAIP financing under the CAIP continuation grant program must include all of the application materials requested by the CAIP Grant Program Office.  Applications for CAIP Financing under the CAIP targeted grant program must include all of the application materials requested by the CAIP Grant Program Office.

V.  Evaluation and Selection of Projects and Programs. 
A. 
CAIP federal agency program.
Applications for CAIP financing under the CAIP federal agency program are evaluated under the criteria established by the particular participating agency from which the loan or loan guarantee is sought.  The criteria for evaluating applications for loan guarantees issued under the Business and Industry guaranteed loan program of the Department of Agriculture Rural Business-Cooperative Service are described in 7 C.F.R. part 4279.  The criteria for evaluating applications for loans and loan guarantees issued under the general business loan programs of the Small Business Administration are described in 13 C.F.R. part 120.

The Finance Committee has established a Loan Subcommittee comprised of staff from the participating agencies that are members of the Finance Committee for the purpose of reviewing individual applications for loan guarantees received from the participating agencies and making recommendations to the Chair of the Finance Committee whether to endorse, or not to endorse, the applications.

B. 
CAIP credit program.
Applications for CAIP financing under the CAIP credit program are evaluated initially by the Director of the Los Angeles Office.  The Director of the Los Angeles Office recommends to the CAIP Funding Subcommittee (which is comprised of staff from the agencies that are members of the Finance Committee) for its consideration applications that receive a score of at least 60 points based on the following evaluation criteria and point values.  The Funding Subcommittee forwards the applications that it receives from the Director of the Los Angeles Office and the recommendations of the Funding Subcommittee to the Finance Committee for its endorsement.

1. 
Designated Eligible Area job losses and need for transition  assistance.
a. 
Number of job losses attributable to NAFTA in the Designated Eligible Area  in which the project or program is located (determined according to section II.A.1.a. or II.A.4.b above, as applicable): 

i. 
For urban counties and urban partial county areas (Beale Code 1-2)

more than 2000 jobs



 15 points

1000 - 2000 jobs




 10 points

500 - 1000 jobs




   5 points

ii.
For rural counties and rural partial county areas (Beale Code 3-9)

more than 500 jobs



 15 points

300 - 500 jobs




10 points

b. 
Percentage by which the unemployment rate (applying the Local Area Unemployment Statistics reported by BLS) in the Designated Eligible Area  in which the project or program is located, for the most recent 12-month period preceding the date of application for which data are available, is greater than national unemployment rate (applying the National Unemployment Statistics reported by BLS) for the same time period (e.g., if the county’s unemployment rate is 7%, and the national unemployment rate is 5%, the percentage greater is 40%):

For both urban and rural counties and urban and rural partial county areas

71% and greater




 10 points

46-70%






   7 points

25-45%






   3 points

2. 
Anticipated benefits.
a.
Estimated number of jobs in the Designated Eligible Area  to be created or preserved by the project or program:

i.
For urban counties and urban partial county areas (Beale Code 1-2)

100+







 10 points

26 - 99



 


 
   8 points

11 - 25







   6 points

up to 10







   4 points

ii.
For rural counties and rural partial county areas (Beale Code 3-9)

26+







 10 points

16 - 25






 
   8 points

7 -15







   6 points

less than 7






   4 points

b. 
Job quality (based upon national averages; values will be adjusted for area wage differentials):

i.
Average salaries of jobs created

$15+ per hour





10 points

$10 - $14.99






  7 points

$7 - $9.99






  5 points

ii.
Basic job-related benefits

provided by employer




  5 points

available through employer


  2 points

3.  Project quality.
a.
Management 





   up to 10 points 

Management is a critical component in the success of any venture.  Projects or programs will be evaluated to determine the experience and past and likely future success of the proposed management.  Maximum points will be given to projects and programs that will have a management with substantial experience in the operation of the proposed business or program. Fewer points will be assigned to proposals as to which management has limited directly relevant experience, although related experience will be taken into consideration.

b.
Structure  




    up to 10 points 

Projects and programs are expected to be able to repay either the CAIP financing or the financing guaranteed, in whole or in part, under the CAIP in a timely manner, to provide adequate security, and to leverage successfully other sources of capital.  Maximum points will be given to projects and programs that appear to be able to repay either the CAIP financing or the financing guaranteed, in whole or in part, under the CAIP promptly, that provide reasonable rates of return, that provide adequate collateral or other forms of security, and that have attracted other financial resources.  Fewer points will be given where proposed loan/loan guarantee structures anticipate extended repayment, reductions in interest rate or fees, or limited or no collateral, and where the applicant cannot show that CAIP financing or CAIP loan guarantees will be used to leverage significant additional financing.

c.
Risk   







    up to 10 points

All business ventures are expected to have risks associated with them, but the risks should be reasonable.  The degree of a project or program’s expected risk, including the project or program’s probability of succeeding and repaying either the CAIP financing or the financing guaranteed, in whole or in part, under the CAIP, is an important factor in its evaluation.  The evaluation of a project or program’s risk will take into account the depth of the analysis in its business plan of assumptions, market data, historical operating data, financing, and other pertinent matters.  Maximum points will go to projects and programs that are supported by historical operating data and identifiable opportunities for future growth, and include a significant direct equity investment by the business operator.  Fewer points will be given to projects and programs that involve new, unproved operations, rely on questionable or unverifiable assumptions, or are highly dependent on debt financing.

d.
Job creation 





    up to 10 points

Maximum points will be given to projects and programs that create jobs in the same categories as those of the dislocated workers, clearly demonstrate the long term sustainable nature of the jobs created, and evidence participation with, and support from, existing worker assistance programs.

4.  Discretionary factors.



    up to 10 points

Discretionary points will be awarded based upon additional considerations, including but not limited to:

a.
the readiness of the project or program for immediate implementation and the time it will take to produce results;

b.
the potential for the project or program to stimulate further development;

c.
evidence of community involvement in, and support for, the project or program; and

d.
the project or program’s expansion of the geographic diversity of the CAIP credit program portfolio.

C. 
CAIP grant program.
1. Competitive Grants

The Director of USCAIP Projects and/or the Director’s designees will screen each application for a grant under the CAIP competitive grant program to ensure that the application is complete and that the proposed project or program meets all eligibility requirements.  An application will be disqualified if the proposed project or program fails to meet all of the eligibility requirements. 

Not all projects or programs that meet minimum eligibility criteria can be funded, as funding is limited and many grant applications are expected.  Therefore, a competitive scoring system will be employed to determine which projects and programs will receive funding.  Separate evaluation criteria and point values have been established for applications for specific project grants and applications for technical assistance grants. This subpart describes the evaluation criteria and point values for specific project grants and technical assistance grants.  

After initial screening for eligibility and completeness, applications will be forwarded to the CAIP Funding Committee for selection of awardees according to scoring based on the evaluation criteria and point values described in this subpart.  A list of the awardees will be forwarded by the Funding Subcommittee to the Finance Committee for its endorsement.

a. 
Specific projects.
i. 
 Need -- up to 10 points 

The magnitude of job losses attributable to NAFTA in the Designated Eligible Area  of the proposed project and the Designated Eligible Area’s  average unemployment rate for the last two years will be evaluated.  

ii. 
Anticipated benefits -- up to 20 points

The number of full-time jobs to be created or preserved directly by the project, the quality of jobs measured by salary and benefits, and the likelihood the jobs will be realized in the first (more weight for first year) and second years will be evaluated.

iii. 
Applicant capacity -- up to 15 points  

The demonstrated experience and skills of all organizations involved to create and/or preserve jobs and their past experience and knowledge to carry out the specific activities proposed will be evaluated; and, for the applicant, the demonstrated ability to administer similar-sized projects will be evaluated.




iv. 
Soundness of approach -- up to 20 points  

The degree to which the project demonstrates a reasonable approach that is likely to create or preserve jobs in the Designated Eligible Area; has logical, clear steps to result in the anticipated benefits being achieved; and is cost-effective will be evaluated. 




v.  Partners -- up to 10 points

The extent to which the applicant demonstrates strong public sector and private sector involvement in the proposed project itself will be evaluated.




vi.  Leveraging other resources -- up to 10 points 

The extent to which cash and in-kind resources in the proposed project will come from sources other than the USCAIP grant program will be evaluated.  More weight will be given to resources for which the applicant submits a written commitment.




vii. 
Link to strategic plan -- up to 5 points 

The extent to which the proposed project is part of or fits with a community/regional development plan will be evaluated. 




viii.
Geographic diversity – 10 points/5 points
Ten points will be awarded to the one project (specific project or technical assistance project) in each state scoring the highest total points on the other scoring factors.  Five points will be awarded to the one project (specific project or technical assistance project) in each state scoring the second highest total points on the other scoring factors.  

b.  Technical assistance projects. 

i. 
 Need -- up to 10 points 

The magnitude of job losses attributable to NAFTA in the Designated Eligible Area  of the proposed project and the Designated Eligible Area’s  average unemployment rate for the last two years will be evaluated.  

ii. 
Anticipated benefits -- up to 20 points

The number of full-time jobs to be created or preserved indirectly by the technical assistance project, the quality of jobs measured by salary and benefits, and the likelihood the jobs will be realized in the first (more weight for first year) and second years will be evaluated.




iii. 
Applicant capacity -- up to 15 points  

The demonstrated experience and skills of all organizations involved to create and/or preserve jobs and their past experience and knowledge to carry out the specific activities proposed will be evaluated; and, for the applicant, the demonstrated ability to administer similar-sized projects will be evaluated.




iv. 
Soundness of approach -- up to 20 points  

The degree to which the project demonstrates a reasonable approach that is likely to create or preserve jobs in the Designated Eligible Area; has logical, clear steps to result in the anticipated benefits being achieved; and is cost-effective will be evaluated. 




v.  Partners -- up to 10 points

The extent to which the applicant demonstrates strong public sector and private sector involvement in the proposed project itself will be evaluated.




vi.  Leveraging other resources -- up to 10 points 

The extent to which cash and in-kind resources in the proposed project will come from sources other than the USCAIP grant program will be evaluated.  More weight will be given to resources for which the applicant submits a written commitment.




vii. 
Link to strategic plan -- up to 5 points 

The extent to which the proposed project is part of or fits with a community/regional development plan will be evaluated. 




viii.
Geographic diversity – 10 points/5 points
Ten points will be awarded to the one project (specific project or technical assistance project) in each state scoring the highest total points on the other scoring factors.  Five points will be awarded to the one project (specific project or technical assistance project) in each state scoring the second highest total points on the other scoring factors.  

2. Continuation Grants.  

The Director of USCAIP Projects may recommend previous awardees under the CAIP competitive grant program for a new grant that continues the purpose of the previous grant provided that the following conditions are met:

a. The grantee will conduct activities in an area that is a Designated Eligible Area at the time of submission of the request or proposal for additional funds;

b. The activities funded under the competitive grant are ongoing;

c. The proposed activities will have significant impact in terms of private sector jobs created or retained;

d. The grantee met the performance goals of the prior grant;  

e. The grantee demonstrated sound management of the prior grant; and

f. The grantee demonstrates continued managerial capacity to manage additional funds and carry out the additional grant-funded activities.

After screening previous awardees against the criteria above, the Director of USCAIP Projects will forward a recommendation and analysis to the Funding Subcommittee.  The Funding Subcommittee will send its recommendations to the Finance Committee for its endorsement.  

3. Targeted Grants.  

 The Director of USCAIP Projects and/or the Director’s designees will screen each application for a grant under the CAIP targeted grant program to ensure that the application is complete and that the proposed project or program meets all eligibility requirements.  Any application failing to meet such requirements will be disqualified.

Applications will be sought from entities identified by the CAIP Grant Program Office as possessing the capacity and potential to be successful in creating private-sector jobs in a Designated Eligible Area.  Applications will be reviewed by the CAIP Grant Office and evaluated based on criteria to include the five factors below.  If for any window of funding (which is expected to be annual, based on capital funds availability), the amount of requests significantly exceeds the amount of funding available, applicants will be scored and funding decision will be based on the total score.

a. Need - The magnitude and nature of job losses and attributed to NAFTA in the Designated Eligible Area(s) and continued impact of NAFTA on job loss and lack of job creation will be evaluated; geographic diversity of the funded grants will be considered under this factor; (up to 10 points)

b. Anticipated benefits - The proposed activities will have significant impact in terms of number, quality and stability of  private sector jobs created or retained, and other positive benefits to the community of proposed activities (up to 25 points)

c. Applicant capacity - The demonstrated experience and skills of all organizations involved to create and/or preserve jobs and their past experience and knowledge to carry out the specific activities proposed will be evaluated; and, for the applicant, the demonstrated ability to administer similar-sized projects will be evaluated ; (up to 25 points)

d.  Soundness of approach - The degree to which the project demonstrates a reasonable approach that is likely to create or preserve jobs in the Designated Eligible Area; has logical, clear steps to result in the anticipated benefits being achieved; and is cost-effective will be evaluated; (up to 25 points)and   





e.
Link to broader initiatives- The extent to which the proposed project is part of or fits with a community/regional development plan; demonstrates public and private sector involvement with the project; and leverages other cash and in-kind resources will be evaluated (up to 15 points); 

Upon completion of the evaluation of Applications against the criteria above by the CAIP Grant Program Office, the Director of USCAIP Projects will forward a recommendation and analysis to the Funding Subcommittee.  The Funding Subcommittee will send its recommendations to the Financing Committee for its endorsement.  

�The Beale Code system is a system developed by the Department of Agriculture Economic Research Service to classify counties by the size of their urban population and adjacency to metropolitan areas.  (Margaret A. Butler and Calvin L. Beale, Rural-Urban Continuum Codes for Metro and Nonmetro Counties, 1993, AGES 8428, U.S. Department of Agriculture, Economic Research Service, September 1994.)  The Beale Codes are available on the Web at http://www.econ.ag.gov/briefing/rural/codes/rucc.htm.


�Before March 10, 1999, the Finance Committee determined that there was a “need” for transition assistance in adjusting economically to job losses attributable to NAFTA if the unemployment rate for the county (or part thereof), applying the Local Area Unemployment Statistics reported by the BLS, for the most recent 12-month period preceding the date of determination for which data are available, was equal to or greater than 6.5%.  The designation of a county (or part thereof) as an Eligible Area under this standard has been “grandfathered” for the remainder of the respective designation period.


�The designation of a county (or part thereof) as an Eligible Area under subsection A.1, above, before March 10, 1999 has been “grandfathered” for the remainder of the respective designation period.
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