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	TO:
	All Employees
	CONTROL NO.:
	5000-971

	SUBJECT:
	Changes to CAIP Loan Approval  and Control Procedures   
	EFFECTIVE:
	9-30-2005


The SBA continues as a participating agency in the Community Adjustment and Investment program (CAIP), which assists American communities that have suffered significant job losses as a result of changing trade patterns brought about by the North American Free Trade Agreement.  This notice changes SBA’s processing procedures for the CAIP program, including procedures for approving CAIP applications and authorizing the payment of certain 7(a) and 504 loan program costs otherwise paid by SBA, borrowers, lenders or CDCs.  
The interagency CAIP Finance Committee, which is comprised of officials from the Departments of Agriculture and Treasury and the North American Development Bank, must approve the applications of 7(a) and 504 borrowers and lenders seeking payment of loan fees under CAIP. (Areas eligible for CAIP consideration are periodically updated on SBA’s Home Page.)  

The Agency has recently experienced delays securing interagency approval for CAIP loan applications.  As a result, in order to avoid delays in future SBA loan approvals, which could be problematic for SBA borrowers and lenders, the Agency temporarily will require borrowers/lenders to pay all required SBA loan fees up front, as normally required for standard SBA loans.  Under these temporary procedures, when a CAIP loan is officially approved by the CAIP Finance Committee, SBA will reimburse the lender or CDC for all eligible fees, and the lender/CDC then must reimburse the borrower.  (SBA expects that this will be a temporary procedure and that, when the CAIP Finance Committee is fully staffed and the current backlog addressed, the Agency can again waive the loan fees as part of SBA’s loan approval process.  SBA will issue a follow up notice when these temporary procedures are discontinued.)

In addition to the above temporary procedures, SBA is also strengthening and enhancing its procedures and controls over the process for transferring funds from SBA’s CAIP account to cover loan fees and costs following approval by the CAIP Finance Committee.  Effective with this notice, following the receipt by the Office of Finance Assistance’s CAIP Program Coordinator of a properly executed and approved CAIP application from the CAIP Finance Committee, the CAIP Program Coordinator will fax a copy of the CAIP Finance Committee’s approval to SBA’s Denver Finance Center (DFC).  The DFC must receive this approval before transferring any funds from the Agency’s CAIP account to a loan account and must maintain a copy of this approval in its files.  No CAIP funds are to be transferred by the DFC to a loan account without a copy of the CAIP Finance Committee’s properly executed approval.       

At the same time as the CAIP Program Coordinator faxes a copy of the CAIP Finance Committee approval to DFC, the Coordinator will also issue a letter to the borrower advising that his/her CAIP application was approved for an SBA loan fee reimbursement, that SBA is issuing a fee refund to the lender and that the borrower should follow up with the lender to seek loan fee reimbursement, as appropriate.  

If the CAIP Finance Committee does not approve a CAIP application, the CAIP Program Coordinator will issue a letter to the borrower advising the specific reason(s) why the application was not approved, with a copy to the lender and the local SBA recommending official.

Any questions regarding this notice may be forwarded to the CAIP Program Coordinator, Julie Talley at Julliane.Talley@sba.gov or on (202) 205-6656.  

__________________________________

James E. Rivera 

Associate Administrator 

     for Financial Assistance
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