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Report to Rep. James A. Burke; by Robert F. Keller, Acting
Comptroller General.

Issue Area: Education, Training, and Employment Prograas:
Programs for Specific Target Groups (1108) ; Domestic Housing
and Community Development (2100).

Contact: Community and Economic Development Div.

Budget Function: Community and Regional Development: Area and
Regional Devwelopment (452).

Organization Concerned: Rconoamic Development Administration;
Department of Commerce.

Congressional Relevance: Rep. James A. Burke.

Authority: Trade Act of 1974 (P.L. 93-¢18). Naticnal
Environmental Policy Act of 1969 (42 U.S.C. 4321). Trade
Expansion Act of 1962.

The Trade Adjustment Assistance Prcqgras was set up to
provide loans and technical assistance tc help firams, hurt by
increased imports of their products, to retool to make new or
different products and to keep from going out of business.
Assistance provided to the nonrubber footwear industry under
this program was investigated. FPindings/Conclusions: A few
administrative problams may hsve kept some ncnrulber shoe firas
from getting loans as gquickly as possible. Although the
Departement of <ommerce first thought that more than 200
nonrutklker shoe firms aight apply for assistance, only 25 firas
petitioned and 16 were certified. About $3.3 million in loans
vas authorized to four of these firms, and technical assistance
costing about $230,000 was provided to one firs and the footwear
industries association. The mos% prevalent reascn given by
nonpetitioning firms fcr not applying was that they did not need
assistance. The certification and applicaticr requirements of
the Trade Adjustment Assistance Program, with few exceptions,
vere reasonable and consonant with the Trade Act of 1974 and
other legislation. Recommendations: Administrative delays in
processing both petitions and/or applications should be
corrected. The Bconomic Development Adainistraticn should
provide ainimal assistance to some firams in preparing their
applications for assistance. (Author/sc)
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REPORT OF THE
COMPTROLLER GENERAL
OF THE UNITED STATES

Assistance To Nonrubber
Shoe Firms

Department of Commerce

The certification and application require-
ments of the Trade Adjustment Assistance
Program, with few exceptions, were reason-
able and in consonance with the Trade Act of
1974 and other legislation.

However, two problems could be corrected:
administrative delays in processing both peti-
tions and/or applications and minimal assist-
ance from the Economic Development Ad-
ministration to some firms in preparing their
applications for assistance.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGYON, D.C. 20048

B-179342

The Honorable James A. Burke
House of Representatives

Dear Mr. Burke:

Pursuant to your request of April 8, 1976, we have
reviewed why the Economic Development Administration
has failed to provide the nonrubber footwear industry
timely trade adjustment financial assistance under :he
provisions of the Trade Act of 1974.

As agreed, -we orally briefed your office on
October 8, 1976, relating the findings of our review
to date and provided a written statement of facts on
November 23, 1976.

As youv requested, the Economic Development Admin-
istratior was given opportunity to present oral comments
on the conclusions and recommendations which deal with
ways the program's administration can be improved.

The Economic Development Administration expressed
general agreement with the facts contained in this
report. It also expressed agreement with our recom-
mendations. As you know, section 236 of the Legislative
Reorganization Act of 1970 requires the head of a Fed-
eral agency to submit a written statement on actions
taken on our reccmmendations to the House Committee on
Government Operations and the Senate Committee on Gov-
ernmental Affairs not later than 60 days after the date
of the report and to the House and Senate Committees on
Appropriations with the agency's first request for ap-
propriations made more than 60 days after the date of
the report. We will be in touch with your office in
the near future to arrange for release of the report
to set in motion the regquirements of section 236.



B-179342

Copies of this report are being sent to Senators
John A. Durkin and Thomas F. McIntyre and Represen-
tative Norm D'Amours.

Sincerely yours,

ACTING Comptro&?’éé"ﬁeral

of the United States



REPORT OF THE ASSISTANCE TO
COMPTROLLER GENERAL NONRUBBER SHOE FIRMS
OF THE UNITED STATES Department of Commerce

The Trade Adjustment Assistance Program,
administered by the Economic Development
Administration at the Department of Commerce,
was set up to provide loans and technical
assistance to help firms, hurt by increased
imports of their products, to retool to

make new or different products and keep

from going out of Lusiness.

A few administrative problems, such as proc-
essing delays and the little help given firms
in filling out applications for assistance,
may have kept scme nonrubber shoe firms from
getting loans as quickly as possible.

The Department of Commerce first thouqght that
more than 200 nonrubber shoe firms might pe-
tition for, and that by December 1976 possibly
150 would be eligible for, adjustment assist-
ance under the Trade Act of 1974, Only 25
firms petitioned, and 16 were certified.

The Economic Development Administration au-
thorized about $3.3 million in loans to four
of these firms and provided technical assist-
ance costing about $230,000 to one firm and
the footwear industries association,

Why didn't more firms seek assistance? The
single prevalent response from 102 firms sur-
veyed was that they did not need assistance.
Other reasons were

--the Trade Adjustment Assistance program
would not solve their problems,

--they did not believe they were eligible,

--~they did not know erough about the program,
and '

--excessive time, money, and paperwork were
involved. (See p. 9.)

Upon removal, the report .
cover ﬁgo shogld ba noted hcnnvfo 1 CED-77-51



ADMINISTRATION OF THE PROGRAM

The Trade Adjustment Assistance Program has
two processing stages--certification and ap-
plication. With few minor exceptions, Depart-
ment of Commerce requirements under these
stages were reasonable and in consonance witn
the Trade Act of 1974 or other applicable leg-
islation. Correcting the problems will not
greatly affect processing time, although it
may help to somewhat reduce the work required
to prepare petitions for certification and
applications for assicstance. (See p. 3.)

Administrative delays occurred in 12 ¢f 18
nonrubber shoe firms either during the cer-
tification or application processes or both.
Except for the long time taken to screen some
applications and, in one case approve an ap-
plication, the delays were not extensive and
were correctable. (See p. 12.)

Some firms need help in preparing their appli-
cations for assistance, including economic
adjustment proposals. Although entitled to
such assistance under the act, few nonrubber
shoe firms received any. (See p. 20.)

The Economic Development Administration,
which was given the opportunity to in-
formally comment on the conclusions and
recommendations, generally agreed with
this report and described actions taken
to correct some of the problems noted.
(See pp. 5, 19, and 27.)

RECOMMENDATIONS

The Secretary of Commerce should direct the
Assistant Secretary for Economic Development
to

--require applicants to submit for the pre-
cedirg 2 or 3 years only that financial,
production, sales, inventory, and workload
information absolutely necessary for de-
ciding eligibility for certification;

--reevaluate whether the Economic Development

Administration should assess the effects on
the environment under the Trade Adjustment

ii



Assistance Prog:am, since the anticipated
large volume of trade adjustment assistance
never materialized:

~-provide nonrubber shoe firms assistance in
preparing their application packages, in-
cluding development of economic adjustment
plans;

—--inform such firms of restrictions governing
approval of assistance projects when work
on the projects has already been done; and

--make every effort to advise such firms of
alternative Federal programs which could
help them adjust to for-*j3n competition.

To prevent administrative delays, the Secre-
tary of Commerce should direct the Assist-
ant Secretary for Economic Development to
review the Trade Adjustment Assistance in-
structions and administrative procedures to
determine whether

--regional personnel know about trade adjust-
ment assistance, including the 5-working-
day screening requirement, and take measures
to adjust their work priorities accordingly:

~-regional offices have procedures, such as
time stamping applications when opening
the daily mail, to comply with the
screening time requirement;

--regional offices have uniform procedures
for processing trade adjustment assistance
applications--including the screening of
applications before acceptance: and

--regional officials are following the

Economic Development Administration
headquarters criteria for approving loans.

iii
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CHAPTER 1
INTRODUCTION

Congress has the constitutional authority to levy duties
and in other ways regulate foreign trade., Since 1934, it
has periodically delegated the President specific and limited
authority to conduct negotiations with other countries for
reciprocal tariff and trade concessions.

The Trade Act of 1974 (Public Law 93-618) gives the
President 5-year authority to engage in multilateral trade
negotiations to promote the development of an open, nondis-
criminatory and fair world economic system to stimulate the
economic growth of the United States. 1In addition, the act
provides procedures to safequard American industry and labor
against unfair or injurious import competition and to assist
industries, firms, workers, and communities to adjust to
changes in international trade flows.

Title II, chapter 3, of the Trade Act of 1974, includes
provisions for trade adjustment assistance for firms. The
objective of the adjustment assistance program is to help
firms injured by increased imports to adjust to changes in
international trade flows. Types of assistance include tech-
nical assistance to develop an adjustment proposal and direct
and/or guaranteed loans to purchase fixed assets or for use
as working capital to implement the proposal. The program
is administered by the Department of Commerce's Economic
Development Administration (EDA).

The trade adjustmeni assistance program for firms under
the Trade Act of 1974 differed in several important ways
from provisions of a comparable program authorized in the
Trade Expansion Act of 1962. Most importantly the eligibi-
lity criteria for program assistance are significantly
relaxed. The Trade Act of 1974 eliminated the reguirement
that there be any causal link between tariff concessions and
increased imports and that increased imports would not have
to be the major factor causing or threatening serious injury
to the firm. The Secretary of Commerce (Secretary) deter-
mines eligibility (certification) under the new program, and
individual firms can directly petition EDA instead of the
International Trade commission, formally the Tariff Commis-
sion. EDA Headguarters is responsible for certification,
whereas the six regional offices are responsible for processing
applications for loans and technical assistance.



In meetings held with your office, we agreed to

--identify EDA requirements for firms from the
time of upplication to actual disbursement of
the funds,

~-evaluate the need for these requirements,

--evaluate the assistance EDA gives the firms
in meeting these requirements,

~-identify delays from the time the firms are
certified to actual approval for adjustment
assistance, and

--identify reasons for these delays.

The Office of Management and Budget allotted $20 million
for the firm's adjustment assistance program both in fiscal
years 1976-77. As of December 1, 1976, EDA had authorized
loans amounting to about $13.5 million to 15 firms--including
$3.3 million to 4 firms--and technical assistance of $250,000--
including §5,000 to 1 footwear firm and $225,000 to the
American Footwear Industries Association.

SCOPE OF REVIEW

Qur review included 18 nnnrubber shoe firms which had
petitioned EDA for assistance. As of June 30, 1976, 13 firms
had been certified by EDA. We reviewed the records of firms
at EDA's Washington Headquarters and visited or talked to
officials of 11 firms. We interviewed agency officials at
EDA's Washington headquarters and the Atlantic Regional Office
in Philadelphia. 1In addition, we telephone surveyed 102 firme
in the major footwear producing States to determine why they
have not reguested assistance.



CHAPTER 2

CERTIFICATION AND APPLICATION

REQUTREMENTS APPEAR REASONABLE

The Trade Adjustment Assistance Program administered by
EDA involves two processing stages--certification and appli-
cation. During certification EDA makes a determination as to
a firm's eligibility tc applv for program assistance. Once
this decision is reached, the certified firm then may apply
for program assistance by submitting required documentation--
including a detailed explanation of the firm's economic re-
covery plans. Under provisions of the 1974 Trade Act, the
Secretary must make a determination within 60 days of
accepting a firm's petition and approve or disaoprove the
application for assistance within another 60-day period. A
detailed explanation of both the certification and applica-
tion processes--including flowcharts--are shown in appendixes
I and II.

Certification and application requirements, with minor
exceptions, appear reasonable and in consonance with criteria
cited in the 1974 Trade Act and other applicable legislation.
The exceptions noted are discussed below.

CERTIFICATION PROCESS

During certification, a firm submits five copies of the
petitiocn and supporting documentation to EDA. Information
requested on the petition form includes:

-~A description of the article(s)~-including the
Standard Industrial Classification numbers--
produced by the firm which have been affec’ed
by import competition.

--A description--including the Statistical
Classification numbers listed in the Tariff
Schedules of the United States Annotated--of
imported articles like or directly competitive
with the article(s) mentioned akove.

--Supporting data on the firm's sales, production,
inventory, production workers and staff-hours
worked, as well as imports of like or directly
competitive articles, for the past 5 years.



--Copies of the complete auditor's certified
financial reports for the last 5 accounting
years, or copies of the firm's own financial
statements, together with the firm's Federal
income tax returns for the last 5 accounting
years.

Based on our review of selected investigator reports
and discussions with EDA officials, we bhelieve some of the
requirements are unnecessary. Specifically we found that

--most nonrubber footwear firms do not know the
appropriate standard industrial classification
or statistical classification numbers to insert
in their petitions,

-=-EDA generally only needs financial, production,
inventory, workload and import information for

the preceding 2 or 3 years of a firm's operations,
and

--EDA generally only needs two or three copies of
the petition and supporting documentation to
complete the certification process.

APPLICATION PROC! SS

In compiling the necessary documentation which comprises
the application package, firms are required to provide infor-
mation not only for compliance with the 1974 Trade Act but
also with other legisiation as well. For example, applicants
must provide environwmental information--current status and
expected impact of the proposed project--on the following
issue areas.

--Air quality

--Water quality

--Land use

--S0lid waste management

--Transportation

~-Natural envirunment

--Human population

-~Historic and archeological properties

--Construction

--Other factors (as problems/questions arise
relative to seismic conditions, fire
prone areas, flood prone areas, etc.)

-~Energy impacts

--Outside reaction to project

--Cumulative impact

~-Adverse impacts



Although officials of several nonrubber footwear firms
told us they felt the above requirements are unnecessary or
troublesome, EDA directives reveal that this information is
required to meet objectives of the National Environmental
Policy Act {42 U.S.C. 4321) of 1969 and is used to determine
whether the firm should submit an environmental impact state-
ment. We noted, however, that applicants for assistance under
EDA's Business Development Loan Program, although required to
include similar environmental information in their applica-
tions, are not required to assess "expected" project impact.
EDA does the assessment. When we asked an EDA official the
reason for the variance in the environmental information
requirements imposed on Trade Adjustment Assistance and
Business Development Loan Program applicants, we were told
that EDA, when initially assuming responsibility for the
Trade Adjustment Assistance Program. anticipated a great deal
of activity. The then current staffing levels would have -~
precluded EDA from assessing the expected environmental impact
of Trade Adjustment Assistance Program projects as was being
done for applicants for regular business development loans.

AGENCY COMMENTS

We allowed EDA program officials an oppoortunity to pre-
sent oral comments on the findings contained in this chapter.
During our review when these matters were addressed, EDA
notified several interested firms about certain changes in
its procedures. These firms were told that EDA would:

--Provide the appropriate statistical classification
numbers needed on Form ED-435. EDA officials said
the firms should have known the identifi.:ation of
the standard industrial classifications numbers
since the firms provide this information to the
Bureau of the Census.

--Need only three copies of the petition and support-
ing documentation *o complete the certification
process,

EDA plans to take action regarding its need for finan-
cir1l, production, inventory, workload, and import information
fo: the preceding 2 or 3 years of a firm's operations in the
near future.

CONCLUSIONS AND RECOMMENDATJIONS

EDA's requirements and procedures for both the certifi-
cation and application processes, with few exceptions, appear
reasonable and in consonance with provisions of the 1974



Trade Act and other applicable legislation. While the
problems we noted were minor, correction may help to some-
what reduce the effort of firms in preparing petitions for
certification. Accordingly, we recommend that the Secretary
of Commerce direct the Assistant Secretary for Economic
Development to require applicants to submit for the preceding
2 or 2 years only that financial, production, sales, inven-
tory, workload and import information absolutely necessary
for deciding eligibility for certification.

Additionally, we noted that in EDA's regular business
loan program, environmeantal impact information is gathered
by EDA rather than the loan applicants. It is the appli-
cant's responsibility to submit this information under the
Trade Adjustment Assistance Program and provide their own
assessment of the potential environmental impact. Therefore,
we recommend also that the Assistant Secretary for Economic
Development reevaluate whether EDA should assess the effects
on the environment under the Trade Adjustment Assistant Pro-
gram, since the anticipated large volume of trade ad ustment
assistance never materialized.



CHAPTER 3

PROGRAM PARTICIPATION

NOT AS GREAT AS ANTICPATED

frogram participation by the nonrubber footwear industry
has been minimal in contrast to that initially anticipated.
Our telephone survey conducted to explain this lack of pro-
gram activity disclosed that the single prevalent response
for not petitioning was that the firm was not in need of
program assistance. Other reasons cited were: the Trade
Adjustment Assistance Program is not the answer, firms do not
believe they are eligible, lack of program knowledge, and
dissatisfaction with the program. Additionally, 37 of the 74
officials, who believed their firms were injured by imports,
were unable to cite decreases in employment, sales and/or
production necessary to qualify the firm for program
cerfification.

COMMERCE STUDY

Section 264 of the act sets forth specific action to be
taken by Commerce when the International Trade Commission
investigates an industry to determine eligibility for import
relief. One such action is the initiation of a study to
determine "the number of firms in the domestic industry
producing like or directly competitive articles which have
been or are likely to be certified as eligible for adjustment
assistance..."

In compliance with the above, Commerce issued a report
to the President on March 5, 1976, entitled "Prospects for
Adjustment Assistance for Footwear Producing Firms." 1In the
report Commerce conclucded that, of the then existing 409
domestic nonrubber footwear firms the International Trade
Commission identified, the number that would seek trade
adjustment assistance would vary according to the type of
remedial measures authorized by the President. Specifically,
the report estimated that if the adjustment assistance loan
were offered, as did occur, more than 200 firms might peti-
tion, of which possibly 150 (75 percent) might be eligible,

EXTENT OF PARTICIPATION

At the time we initiated our review, the number of firms
having petitioned for program assistance was far less than



EDA ant.cipated. Recent program statistics, as shown in the
table belcw, indicate that there has not been any drastic
change in the number of nonrubber shoe firms petitioning for
assistance.

Table I

Nonrubber Footwear Firms

(only) Program Activity

As of As of As of

6/30/76 8/30/76 12/31/76

(cunulative)
Number of firms
which petitioned 19 22

[ %)
(S

[

(Percentage of the
anticipated 200) £10) (11) (12.5)

Status:
Withdrawn and never
resubmitted 3
In process 3
Denied
Rejected (for
filinyg)

!
[ S
‘l—‘ = N N

lon
-
lon
lo

Number of firms
certified

e
—
1h
[
[}

(Percentage of petitioning
firms subsequently
certified) (68) (73) (64)

RESULTS OF
TELEPHONE SURVEY

During July 29 through October 7, 1976, we telephone
officials--presidents, vice-presidents, administrative assist-
ants, treasurers, and comptrollers--representing 102 nonrubber
footwear firms, to determine their awareness of the Trade
Adjustment Assistance Program and why they had not attempted
to obtain program benefits. The firms, located in nine states,
were selected from listings provided by the American Footwear
Industries Association, the International Trade Commission,
and EDA. Results of this survey are shown below.



Extent of injury

To develop information relative to import injury, we
asked officials the guestion "Do you feel that you have been
injured by imports?" Seventy-three percent (74 officials)
resporded affirmatively. Firms who replied "yes" to the
above were then asked two additional questions which relate
to program eligibility criteria:

--"Have you had a decrease in production and/or
sales since January 1975?" and

--"Have you had a recent decrease in employment
or plan to decrease employment within the next
year?"

Although affirmative responses to both of the guestions do
not necessarily mean that the firm would be eligible for
certification (this determination can only be made by EDA
taking into account other factors as well), it does give a
more meaningful indication of the extent of injury. Accord-
ingly, we found that of the 74 officials who believe they
have been injured by imports

--37 responded "yes" to the above two guestions,

--10 reported only decreases in production and/or
sales,

--8 incurred only decreases in employment, and

-=-19 did not incur decreases in either procuction/
sales or employment.

Reasons for
not petitioning

To determine why firms have not petitioned, we first
asked firm officials if they were aware of the program.
Thirteen (13 percent) respondad negatively. Of the officials
who were aware cf the program, the following reasons were
given for not petitioning.

-=-Do0 not know the program specifics (where

and how to apply; what it involves) 6
—--Not in need of program assistance 38
--Do not believe the firm is eligible 10



--Part of another company, conglomerate
(entire "firm" may not be injured) 4

--Feel the Trade Adjustment Assistance
Frogram is not the answer (need quotas,
higher tariffs, etc.) 9

--Too much time and/or paperwork involved;
do not have time or money to prepare a

plan 8
--Do not want a Government loan, object to

Government involvement 5
--Trying on own, waiting to see what happens 4
--In process of deciding if it shot 4 petition;

completing petition 2
--Other 3

To develop a better understanding of this data, we have
summarized the above data according to how each firm responded
to the import injury gquestions in appendix V. 1In viewing the
data in tuis manner, certain inconsistencies become apparent.
For example, 18 officials, while reporting import injury,
also stated that their firms were not in need of assistance.
This inconsistency, in our opinion, may be due to the follow-
ing reasons: (1) either the injury sustained was not con-
sidered serious, (2) the firm took measures to compensate for
the injury, or (3) the firm was just beginning to see the
effect of injury.

Other information obtained

Officials learned about the program from various sources.
For example, of the 39 cofficials aware of the program, the
following was cited as the source of program information.

--Trade associations 63
--Another shoe firm 11
--EDA letter a/ 2
--Various 10
--Do not remember 3

a/In compliance with section 264(c) of the 1974 Trade Act, EDA
stated they mailed information about the program to firms in
the industry. Although only two officials cited the letter,
92 firms--including 17 which said they were not aware of the
program or specifics--were actually on EDA's mailing list.

10



CONCLUSIONS

The number of nonrubber footwear firms petitioning for
certification is far below that anticipated by Commerce.
During ouar telephone survey, we found that the single preva-
lent response for this lack of activity was the officials'
belief that their firms were not in need of program assist-
ance. Many other officials indicated they had negative
views toward trade adjustment assistance; excessive time,
money, and paperwork involved; questionable Government
involvement; or feelings that the program is not a solution
to their problems.

11



CHAPTER 4
ADMINISTRATIVE DELAYS IDENTIFIED

The 1974 Trade Act established time constraints for
processing petitions and applications, and Commerce pub-
lished rules and requlations requiring prompt review of these
documents priocr to their acceptance for filing., We noted,
however, that EDA 1/ did not always comply with the act or
regulations in screening and/or processing petitions and
trade adjustment assistance applications. Twelve of the 18
nonrubber footwear firms experienced delays either during
the certification or application process or both. With the
exzeption of the protracted amount of time taken to screen
some applications, and in one case approve an application,
the delays were not extensive.

TIME REQUIREMENTS

Section 251 of the act--with reference to a petition for
certification of eligibility--states that

"A determination shall be made by the Secretary
as soon as possible after the date on which the
petition is filed under this section, but in any
event not later than 60 days after that date."

Similarly, section 252 mandates that the Secretary shall make
a determination relative to an application for adiustment
assistance as soon as possible after the date on which an
application is filed--"but in no event later than 60 days
after such date." 2/ 1In both above passages--although not
defined in the act=--60 days is construed as meaning calendar
days.

1/EDA assumed responsibility for processing app11cat10ns and
petitions from the Domestic and International Business
Administration (DIBA) on June 30, 1975, and November 17,
1975, respectfully.

2/Authority for making the approval determination relative to

~ petitions and applications has been delegated to the Deputy
Assistant Secretary for Planning and the Deputy Assistant
Secretary for Operations.

12



The Department of Commerce has published regulations
which established additional time constraints. For example,
"Rules and Regulations" published in the Federal Register on
April 3, 1975, specify that petitions received '

"shall be stamped with the date on which
received. Within five working days of the
receipt of said petition the Director shall
2ither accept or reject said petition for
filing".

Relative to the processing of trade adjustment assist-
ance applications, EDA published regulations on September 26,
1375, and December 1, 1976, stating that

"EDA shall have five working days from the
date on which it receives the application to
determine whether the application has been
properly prepared and can be accepted for
filing. Immediately after the five working
days have elapsed, the Assistant Secretary
shall notify the applicant that the application
has been raceived * * * n

The regulations further call for the applicant to be advised
either that the application has been accepted for filing or

that it may be resubmitted when specified deficiencies have

been corrected.

DELAYS DURING CERTIFICATION

We reviewed EDA headquarters files for the 18 nonrubber
shoe firms selected for review--4 firms had been recertified
by DIBA under the transitional provisions of the act--and
noted

~~two petitions were not screened within 5 working
days;

--an eligibility determination was not made within
60 calendar days, in the case of four petitions;
and

~~DIBA generally took a considerable amount of time

to recertify firms previously certified under the
Trade Expansion Act of 1962.

13



Delays in screenin
petitions for filing

We noted in 2 of the 14 cases handled by EDA where the
determination as to whether 'he petition was acceptable for
filing took longer than 5 woiking days--9 and 10 working
days, respectively. In one c(ase, the delay resulted from
EDA giving the firm time to provide missing sales and produc-
tion information on a subsidiary rather than rejecting the
petition. We were unable to document the reason for the
other delay. Both delays were, however, minor and it should
be noted that, o0a an average, EDA screened petitions within
4 working days.

Delays in making
eligibility determination

Three petitioning firms withdrew before an eligibility
determination was made and prior to elapse of 60 calendar
days. Of the remaining 11 firms--excluding the 4 which were
recertified under the transitional provisions of the 1974
act--4 were not notified as to eligibility within the
required 60 calendar days. The extent of delay was in each
case minor--1 or 2 days. However, our review disclosed that
EDA's processing time has improved.

TABLE II

Certification Processing Time (note a)

Through December 31, 1976

Firm certified Firms certified
by DIBA by EDA
prior to November 17, 1975 since November 17, 1975
60 days 62 days
60 days 62 days
61 days 33 days
61 days 58 days
26 days
59 days
42 days
36 days

a/Does not include four firms recertified by DIBA under the
transitional provisions of the 1974 act and discussed
below.

14



Time required for
recertification

While Commerce regulations, as published April 3, 1975,
called for the "prompt" recertification of firms previously
certified under the Trade Expansion Act of 1962, we found
that DIBA generally required a considerable amount of
time to complete this process-39 days, 12 days, 36 days,
and 67 days. Since the files generally did not document
the reasons for the length of time reguired to recertify
these firms, we cannot comment on its reasonableness,

DELAYS DURING
APPLICATION

We reviewed Washington EDA files and held discussions
with officials to determine if selected nonrubber shoe
firm applications had been processed in compliance
with requirements. At the time we initiated this aspect
of our review, only 6 or 15 certified nonrubber firms
had submitted trade adjustment assistance applications.
Appendix VI summarizes the status of the 15 certified firms
as of December 31, 1976.

Based on a review of EDA records of the above six firms
submitting applications, we noted

--3 instances where the applications were not screened
within 5 working days znd

--2 instances where the time required for the approval
determination exceeded 60 calendar days.

D2lays in screening
applications for acceptance

In three of the six cases where nonrubber footwear firms
submitted applications for adjustment assistance, EDA's deter-
mination to accept the applications for filing was not
made within the stipulated 5 workina days. For the remaining
three cases, EDA documentation was such that we could
not establish the exact time involved in this screening
process.

The following details the circumstances surrounding the
screening delays in the cases noted.

Firm A (23 working days' screening time)

In this case the regional legal counsel checklist was
signed the same day the application was accepted for filing.
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This checklist--see appendix II page 44--itemizes those
regional office assessments, such as the Equal Opportunity
Report which must be completed prior to project approval but
which are not necessary for application acceptance. We
believe that in this case the premature completion of the
checklist was responsible, in part, for the screening
delay.

Firm B (27 working days' screening time)

According to EDA officials, the firm submitted an incom-
plete application on August 25, 1975. 1/ Rather than
reject the application, EDA allowed the firm additional
time to provide the reguired information. According to
correspondence from the firm contained in EDA files,
certain information which EDA considered "missing"
was actually delivered by certified mail in July 197%
and was apparently lost by EDA.

Firm C (13 working days' screening time)

There were few records for this case in Washington office
files as the processing was done almost completely by the
western Regional Office in Seattle. The letter of
acceptance did make reference to the application being
"revised," but it could not be determined if it was done
after initial submission or if there was an earlier applica-
tion submitted.

Of the remaining three cases, EDA files do not document the
exact date the application was submitted--only the date it
was accepted.

In pursuing the matter of compliance with the 5-working
day requirement, we found that two officials--the Office
of Business Development Deputy Director and the Chief
Business Loan Division, Atlantic Regional Office
were not aware of these requirements until we brought
them to their attention. Additionally, discussion with the

1/ It should be noted that, at the time of submission, EDA
regulations governing the screening of applications
within 5 working days were not yet published. More
recent regulations published December 1, 1976, enable
the Assistant Secretary to terminate processing in the
event that specified deficiencies have not been corrected
within a 30-day period or subseqguent to auceptance for
filing if it is apparent that "the application contains
misrepresentations and/or inaccuracies". 1In either
event, the firm must submit a new application,
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same regional official at a later date disclosed that

his region did not have any means of insuring that

an application is actually screened within the

required period. Specifically, applications are not
time-stamped when received and it is conceivable that, an
application could sit on a desk for several days before it
is opened. 1/

Delays in meeting 60-day
processing requirements

Of the four nonrubber footwear firms (Firms A, B,
C, D) which had loans approved as of December 31, 1976, two
were processed within the required 60-calendar day period--
39 days (Firm A), 60 days (Firm D). (This period reflects
the length of time between the acceptance date of the
application for filing and the date the Assistant Secretary
approves or rejects the application.) As discussed below -
in the case of Firm B, it appears EDA took 62 days to
arrive at the approval determination. Firm C meanwhile
withdrew its initial application after 73 days elapsed but
had its subsequent application approved within 22 days of
acceptance.

Firm B

The firm's initial application was accepted on
October 2, 1975, by the Atlantic Regional Office and
final loan approval was made oa June 17, 1976--a total of
259 calendar days elapsed time. Alth~ugh EDA records do
not document the withdrawal of the first application, they
do show that EDA had problems with the initial adjustment
assistance proposal and suggested that the firm first
implement, on its own, certain key elements of the
proposal relative to market growth and sales trend. The
records also show that the firm did submit a new proposal
which was accepted on April 16, 1976, and apparently
constituted a new application. Based on the April 16,
1976, date, the approval determination was made w.thin
62 calendar days of acceptance.

1/ In one case an application was logged in as received
on the same date it was reviewed for acceptance
(August 9, 1976). According to a firm official,
however, the application wae actuallv submitted on
July 20, 1976.
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Firm C

This firm had its initial application accepted on
December 12, 1975, and withdrew it on February 23, 1976, a
total of 73 calendar days elapsed time. Although EDA
records do not indicate why the firm's application was not
processed within the 60-calendar day period, we learned that
there had been a problem concerning the firm's past unfair
labor practices, and this issue had to be resolved. Also,
there had been a problem of one partner refusing to meet EDA
requirements for a personal guarantee. The latter problem
prompted the firm's withdrawal. According to the files two
subsequent applications were filed--the last accepted on
June 1, 1976, and approved by the Assistant Secretary on
June 23, 1976.

In addition to above, there was one firm (Firm E) which
had its application approved subsequent to December 31, 1976,
At the time of approval--January 26, 1977--the application
had accumulated 191 days of processing time since initial
acceptance on July 19, 1976, Review of EDA records indicated
that the regional office had forwarded its recommendations
to Washington on July 21, 1976 (2 days after the application
was accepted). According to a regional Financial Analyst,
the delay in processing was the result of the Washington EDA
staff disagreeing with the region's findings--specifically
over whether the criteria of "reasonable assurance of
repayment” was met. The firm had a $4 million loan out-
standing with a finance company and Washington officials
agreed to the loan approval after arrangements were made with
the finance company to subordinate its claim for repayment
to that of EDA.

CONCLUSIONS AND RECOMMENDATIONS

Although we have identified a number of administrative
delays in processing both petitions and applications, for the
most part, they were minor. Moreover, in those cases where
tha delays were lengthy, the restricted scope of our review--
limited to firms in the nonrubber footwear industry which
had minimal program activity--precludes our reaching a
conclusion as to EDA's overall administration of the Trade
Adjustment Assistance Program. Nonetheless, the Secretary
of Commerce should direct the Assistant Secretary for
Economic Development to review the adequacy of trade adjust-
ment assistance instructions and administrative procedures,
specifically whether
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-~-regional pertonnel know about trade adjustment
assistance time reguirements, including the
S~working-day screening requirement, and take
meagures to adjust their work priorities
accordingly;

~--regional offices have procedures, such as time
stamping applications when opening the daily
mail, to comply with the screening time
reguirement;

~-regional offices have uniform procedures for
processing trade adjustment assistance applica-~
tions--including the screening of applications
before acceptance; and

--regional officials, are followi 7 EDA head-
quarters criteria for approving »ans.

EDA program officials concurred wit.. our recommendations.



CHAPTER 5

v e —t T T .

NEED TO PROVIDE ASSISTANCE TO FIRMS

IN PREPARING APPLICATIONS

As a result of the "affirmative finding" of imoort in-
jury by the International Trade Commission, EDA is respon-
siple for providing nonrubber footwear firms assistance in
the preparation and processing of their trade adjustment
assistance applications. This assistance for development
and/or implementation of economic adjustment proposals may
re provided by agency staff or outside consultants. EDA
also is responrfible for advising these firms of other Fed-
eral assistance programs which may facilitate their orderly
adjustment to import competition.

Despite the above, we found that the assistance pro-
vided nonrubber footwear firms for development of their ad-
justment applications or proposals has been minimal. Further,
EDA efforts to inform nonrubber firms of the availapbility of
assistance under other Federal programs has been limited.

LEGISLATIVE REQUIREMENTS

Section 252(c) of the 1974 Trade Act states that:

"In order to assist a firm which has been certi-
fied as eligionle to apply for adjustment assist-
ance under this chapter in preparing a viable
adjustment proposal, the Secretary may furnish
technical assistance to such firm."

Tne assistance--consisting vpossiply of market research or
feasibility studies--may be furnished by Federal agencies or
througn private individuals, firms, and institutions, in which
case not more than 75 pnercent of the cost of such service may
pe borne by the United States.

Additionally, section 264, requires Commerce in the event
of an affirmacive International Trade Commission finding of
import injury--which is applicable in the case of the non-
ruboer footwear industry--to make available to the firms in
the industry of Federal programs "which may facilitate the
orderly adjustment to import competition of such firms" and
to "provide assistance in the nreparation and processing of
petitions and apvlica ions of such firms for program bene-
fits."
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NEED FOR ASSISTANCE IN
PREPARING APPLICATIONS

Of tne 15 cartified firms reviewed, we identified 6
which had acquired their own technical assistance from con-
sulting firms. The services acquired in five cases in-
cluded assistance in the develoomert of the economic adjust-
ment proposal, assistance in preparing the application, and
in one case, hiring a consulting firm to perform market
research.

It is difficult to determine the actual cost for these
services. In several cases only a portion of the consultant
fee hac actually been paid--the total amount for technical
assistance is anticipated to be paid from the working capital
porticn of the loan. The matter is further complicated by
the fact that some ¢f the figures--either paid or shown in
the proposal also include fees for work performed on the
petitions. The following table is intended to give only an
indication of the expenses incurred,

Table III

Cost of Technical Assistance

Nonrubber Shoe Firms (note a)

Amount Amount as

Type of services paid shown in proposal
Market research b/$15,000 Not available
Preparation of proposal finan- -

cial data, work on petition c/5,783 $65,000
Financial analysis/development

of the trade adjustment

assistance application 8,060 Not available
Preparation of the oproposal 5,000 Not available
Wwork »n petition and application Not available 25,000
Preparation of application d/900 Not available

a/Not included are two firms which acquired assistance exclu-
sively for the preparation of petitions. In one case, all the
work was performed before the 1974 Trade Act; in the other,
thure was no additional charge for the service.

b/Also includes some work for preparation of the petition.
c/This amount relates to work done on the petition.
d/The firm used the services of their regular consultant who

was going to bill $2,500. At the time the firm decided not
to submit the application, $900 had already been paid.
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We found that in two of the above six cases, attempts to
obtain EDA technical assistance had proved fruitless. The
details are discussed below.

Example A

This . had already initiated some work through a con-
sultant when the request for technical assistance was
made. A letter was subsequently received from the Act-
ing Deputy MAssistant Secretary for Operations denying

the request. The letter, citing EDA requlations, stated

"technical assistance projects will not be ap-
proved to pay for work already done.... You
should also be aware that Government contracting
regulations require multiple soliciations of
contractors, with final choice subject to EDA
approval."

The firm subsequently told EDA that their reguest had
been made based on interim regulations which make no men-
tion of an inability to pay for work already done. EDA,
however, again denied the request, stating that their reg-
ulations and

"the long-standing policy of the Department of
Commerce do not permit this Agercy to reimourse
for the cost of work already performed or serv-
ices already provided prior to application for
assistance."

The firm did not pursue the issue further.

Examgle B

This firm was recertified--effective January 3, 1975--
under the transitional provisions of the 1974 Trade Act.
On April 17, 1975, according to a firm representative,
the firm sent a letter to DIBA requesting technical
assistance. About a montn later, DIBA's Office of Ad-
ministrative Support forwarded to the Commerce Office of
Administrative Services and Procurement a $25,000 request
for technical assistance. The request was subsequently
returned "without action" because April 30, 1975, had
been established as the deadline for all such requests
from DIBA. (As of June 30, 1975, EDA replaced DIBA as
the Commerce agency responsible for providing trade
adjustment assistance to firms.,)

In July 1975 the firm contacted EDA to determine the
procedures for obtaining financial assistance. About
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a month later, -n application was submitted--~and subse-
quently reject because it was incomplete. From Octo-
ber 1975 throuyu May 1976, EDA had almnst monthly com-
munications with the firm, identifying various missing
documents or information necessary for the apwlication
to be accepted. (In June 1976, after reviewing EDA's
files on this firm, we commented to an EDA official
that the firm was in dire need of technical assistance.
He agreed,and when asked why the firm had not received
help, he noted that when the firm had first contacted
EDA, the agency was just beginning to hecome familiar
with program operations.)

On December 23, 1976, the firm submitted a prcposal to
EDA's Atlantic Regional Office. Although the regional
officials considered the application incomplete, they
accepted the proposal in terms of having met the 2-year
filing requirement. Nonetheless, as of January 1977,
the firm had not yet received assistance and in a tel-
ephone discussion with the Chief, Loan Processing Divi-
sion Atlantic Regional Office, we were told that the
firm needed help in putting their application package
together and he was "thinking" of going to EDA's Office
of Technical Assistance and asking for assistance,.

LIMITED ASSISTANCE PROVIDED

EDA has not been particularly active in providing assist-
ance to nonruober footwear firms for development of trade
adjustment applications or proposals.

EDA assistance

With the exception of one firm--which was in close prox-
imity to an EDA Regional Office and took the initiative to
constantly seek help during each step of the apvlication proc-
ess--EDA has done little to assist in the prevaration of ap-
plications for trade adjustment assistance. EDA has limited
its activities to providing procedural guidance.

Use of outside consultants

Arrangements for outside consultant assistance, handled
by EDA's Office of Technical Assistance, are generally based
on referrals by the Office of Business Development (OBD).

The Office of Technical Assistance also has responsibility
for jproviding technical assistance under the Public Works and
Economic Development Act of 1965, as amended.

As of December 31, 1976, only one nonrubber shoe firm had
obtained proposal technical assistance. This particular case
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was referred to the Office of Technical assistance ty the
Director, OBD, when it became apparent--based on limited
collateral and size of the loan ($1 million)--that an in=-
dependent feasibility study was necessary. The technical
assistance was planned in two phases at an anticipated cost
of $5,000 for each:

~-Phase I
This consisted of work--including a market feasibility
study, a production feasibility study, and the develop-
ment of an external financing plan--to be pecformed
within a 4-week period. At the end of the 4 weeks,
a Trade Act recovery plan and feasibility analysis was
due,

--phase II
Phase II-~-dependent on the results of Phase I being
favorable--called for a 4-week assignment to assist
in the preparation of the assistance plan and ver-
fected application.

The business evaluation project was approved July 7,
1976. The actual contract award was made September 24, 1976,
at a cost of $5,000. Basaed on the results of the consultant's
report--initially issued October 19, 1976, 1/ 0OBD determined
that the firm's proposal did not appear feasible, but an offi-
cial determination has not been made.

Reasons for limited use
of outside consultants

A Devartment of Commerce study--performed April 1976--
identified the following reasons of limited uses of outside
consultant assistance under the program.

~--"Contracts are extremely unattractive to firms
because they are governed by the stringent con-
ditions attached to the Federal procurement
process;" and

--"firms with sufficient resources to expect to
survive long enough to receive a TAAA [Trade
Adjustment Assistance Act] loan are usually in
a position to procure their own consultants on
the assumption that such initiative will hasten
the availapbility of TAAA loan dollars; this

1/A revision was returned to EDA on November 23, 1976.
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consideration is reinforced by tne fact that
firms receiving Federal technical assistance
funding must pay at least 25 percent of the

cost themselves.,"

The attituds of certain EDA officials toward use of tech-
nical assistance and--in some cases--toward the Trade Adjust-
ment Assistance Program in general is, in our view, also an
important factor in explaining the limited amount of assist-
ance provided nonrubber shoe firms. For example, one EDA
official commented that DIBA, when in charge of trade adjust-
ment assistance to firms under the Trade Exvansion Act, forced
technical assistance on every firm, regardless of need. He
stated that EDA, however, took the position that the shoe
firms should know what they want to do and how to do it and
that technical assistance is "unnecessary." A similar senti-
ment was voiced by & regional EDA official.

puring a discussion with still another EDA official, we
were advised that preproposal technical assistance should be
used for market studies and strategies to change styles or
production lines but not to pay consultants to assist firms
in preparing their applications. He also stated that he is
not "sold' on the provision of the act which provides for
automatic entitlement to assistance, and conseguently EDA
nas adopted a "passive role" in making firms aware of such
assistance.

NEED TO PROVIDE INFORMATION
ON OTHER ASSISTANCE PROGRAMS

Many nonrubber shoe firms, though expressing a need for.
trade adjustment assistance, have been unable to meet cer-
tification criteria and accordingly have been denied help.
For example, 10 nonrubber shoe firms contacted did not
petition for certification under the vorogram because they
did not believe they would be eligible, while three others
withdrew petitions when it was apparent they could not meet
certification criteria.

It should be noted, however, that it is possible that
these firms could obtain assistance under other Federal pro-
grams. For example, Commerce, in its study Prospects For
Adjustment Assistance For Footwear Producing Firms, ldentified
Several other programs of potential benefit to nonrubber foot-
wear firms--including the Business Development Loan Program
which is administered by EDA. Other opossible avenues of
assistance mentioned in the Commerce study included business
loan and management assistance programs administered by the
Farmers Home Administration and the Small Business Adminis-
tration.
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Despite the existence of the foregoing assistance
possibilities and the provisions of sgection 264(c) of the
1974 Trade Act which requires the Secretary of Commerce to
make available, to the extent feasible, full information on
such assistance programs, EDA has not adequately advised
nonrubber footwear firms of these other potential sources
of Federal aid. EDA updated the list of nonrubber shoe
firms from a current list completed by the Trade Association
and mailed letters and brochures to approximately 600 shoe
firms publicizing the Trade Adjustment Assistance Program,
however, the letters did not identifv other programs of po-
tential benefit to these firms. Further, while the Assist-
ant Chief of EDA's Trade Act Certification Division stated
that a summary of Commerce's report identifying the other
programs was published in the Federal Register, he agreed
that this was not adequate notification.

Applicability of other programs

While we did not evaluate all the programs cited to
determine their applicability to nonrubber footwear firms,
we did note one instance vwhere a nonrubber footwear manu-
facturer received a working capital loan guarantee of
$500,000 under EDA's Business Development Loan Program.

The decision to process the project under this program in-
stead of the trade adjustment assistance program was based
on several factors according to a Regional Business Develop-
ment Chief.

--it was unlikely the principals could obtain from the
previous owners the necessary information for certifi-
cation under trade adjustment assistance,

--the firm did meet the requirements of the Business
Development Loan Program, and

--time considerations.

Regarding the latter, EDA's Atlantic Regional Oifice stated
that "even a minimal delay could probably cause the demise

of this company." 1In this regard, it took only 96 days

from application acceptance to loan agreement signing, a
considerably shorter time frame than could be expected under
the Trade Adjustment Assistance Program, considering certifi-
cation and application requirements.

CONCLUSIONS AND RECOMMENDATIONS

Several nonrubber footwear firms have identified a need
for assistance in preparing their applications for trade
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adjustment assistance, incliuding development of economic
adjustment plans. Despite this, and the fact that firms in
the nonrubber footwear industry are entitled to such help
under the 1974 Trade Act, little assistance in being pro-
vided. Further, EDA has only made limited efforts to advise
footwear firms of alternative Federal programs which could
serve to assist in their adjustment to foreign competition--
another provision of the 1974 Act.

Accordingly, we recommend that the Secretary of Commerce
direct his Assistant Secretary for Economic Development to:

- -vrovide nonrubber footwear firms assistance in pre-
paring their application packages, including develop-
ment of economic adjustment plans;

--inform su~h firms of restrictions governing approval
of assistance projects when work on the projects
has already been done; and

--make every effort to advise such firms of alternative
Federal programs which could help them adjust to
foreign competition.

EDA program officials concurred with our recommendations.
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APPENDIX I APPENDIX I

CERTIFICATION PROCESS

A firm is required to return three completed petitions--
including copies of supporting documentation-~to EDA's
Trade Act Certification Division (TACD) in Washington. A
copy of the petition form is shown on Appendix III.

ACCEPTANCE FOR FILING

Before accepting a petition for filing, TACD reviews
the provided information for completeness and adequacy.
Items to be addressed on the petition include:

--f brief narrative on the firm's economic history.

~-A description of the article(s)--including the
Standard Industrial Classification numbers--
produced by the firm which have been affected by
import competition.

--A description--including the Statistical Classifica-
tion Numbers listed in the Tariff Schedules of the
United States Annotated--of imported articles like
or directly competitive with the article(s) mentioned
above.

--A description of the extent of the actual separation
or threat of separation of workers.

--A description of how increased imports contributed
importantly to the decline in sales and/or production
and worker separation.

--Information on previous firm petitions under the
Trade Expansion Act of 1962.

--Supporting data on the firm's sales, production,
inventory, production workers and staff-hours
worked, as well as imports of like or directly
competitive articles, for the past 5 years,

--Copies of the complete auditor's certified financial
reports for the last 5 accounting years, or copies of
the firm's own financial statements, together with
the firm's Federal income tax returns for the last
5 accounting years.
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Prior to rejecting a deficient petition, EDA gives the
firm the opportunity of either providing necessary information
or withdrawing the petition. Once the petition is determined.
acceptable for filing, TACD notifies the petitioner and
initiates an eligibility investigation. Notice of the peti-
tion filing is published in the Federal Register, after
which the petitioner or any other interested party has 10
days to reguest a public hearing.

INVESTIGATION AND DETERMINATION
OF ELIGIBILITY

A TACD investigator reviews the petitiocn and supporting
documentation to determine if the certification criteria
have been met. The documentation must establish

--that a 51gn1f1cant number or proportion 1/ of the
workers in such firm have become totally or partially
separated or are threatened to become totally or
partially separated;

--that sales or production, or both, of such f£irm have
decreased absolutely; and

-~that increases of imports of articles like or
directly competitive with articles produced by such
firm contributes importantly 2/ to such total or
partial separation, or threat thereof, and to such
decline in sales or production,

Much of the invaestigator's time is spent analyzing the
documentation to assess its validity and to determine whether
it establishes that the legislative criteria have been met,
buring this process, the investigator also contacts the firm
to clarify any questionable information, performs calculations

1/ "Significant number or proportion of the workers is
construed as meaning a total unemploymnent of 5 percent
of the workers or 50 workers, whichever is less, but with
as few as 3 workers in cases of a firm employing fewer
than 50 workers".

2/ "Contributed importantly" is defined as a cause which is

important but not necessarily more important than another
cause.,
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to verify that absolute decreases in sales and/or production
have occurred, and contacts past customers of the firm to
determine reasons for decreases in their purchases.

After the investigation is complete, the report findings,
or other documents are submitted to the TACD Division Chief.
A summary of factual data and the Chief's recommendations are
processed through appropriate channels up to the Deputy
Assistant Secretary for Economic Development Planning (DAS/P)
who signs off on the project and sends a letter of approval/
denial to the petitioner. Notification of approval action is
also sent to the congressional delegation and to the State
Governor wherever the firm is located and to the press. The
certification determination by the DAS/P must be made within
60 calendar days of petition acceptance. 1/ 1In cases where
the petition is denied by agency regulation, the petitioner
is not allowed to reapply for 1 year.

There is one exception to the procedures as outlined
above. Firms regquesting certification under the Trade
Expansion Act of 1962 do not have to submit new petitions.
This is in consonance with provisions of the 1974 Tracde Act
which stipulate that:

"A certification of eligibility of a firm under
action 302(c) of the Trade Expansion Act of 1962
made before the effective date of this chapter
shall be treated as a certification of eligibility
made under section 251 of this act * * %%

A flow chart of the certification process follows on the next
page.

1/ A firm's application must be made within 2 years of the
date of certification,
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CERTIFICATION PROCESS

FIRM CONTACTS
TACD TO INQUIRE
ABOUY PROGRAM

4
TACD (WASHING TON)

SENDS LITERATURE AND
SIX COPIES ED=dl$

FIRM SENDS PETiTION
TO TACD

A

TACD RECORDS

AS RECEIVED
REQUIRED WITHIN 5§ WORKING DAYS 1

{EDA REQUIREMENT « NOT
SPECIFIED IN ACT)

TACD SCREENS
PETITION

Y
PETITION NOT Ao vEsy/ INVESTIGATION INITIATED
ACCEPTED ey {DETERMINE IF FIRM
{INCOMPLETE} MEETS Cﬂ'TER'A)”
1 1
’
TACD CONTACTS INVESTIGATOR REPORT
FINDINGS OR OTHER
FIRM YO OBTAIN DOCUMENTS SUBMITTED
REQUIRED INFORMATION T D DIvISION CHIEF
I
SUMMARY OF FACTUAL DATA
o ORMATI AND CHIEF'S RECOMMENDATION
A TtON FORWARD TO DIRECTOR OF
OFFICE OF PLANNING AND

PROGRAM SUPPORT (OFP.SD)

FiRM ENCOURAGED TO
WITHDRAW PETITION o« ’
15 FIRm DOES NOT DIRECTOR (OPP /5D) RE VIEWS
WITHDRAW, IT | PETITION" PACKAGE
resccreo W CONCURS, AND INITIALS
END OFFICE OF CHIEF COUNSEL
REVIEWS PACKAGE
AND CONCURS
REQUIRED WITHIN 80 CALENDAR
DAYS {CITED 'N THE ACT) 1
PACKAGE SUBMITTED TO
DEPUTY ASSISTANT
SECRE TARY FOR ECONOMIC
DEVELOPMENT PLANNING
1Firm may withdraw petition at any .
. ! DAS P $IGNS LETTER ;
time during the process, o: DESN'L:L ¢ DAS ‘P SIGN ED 436
2Firm is notified by letter; alsc o OTIFICATION LETTER OF APPROVAL
m e ’ A (NOTIFICA TO FIRM
notice is published in the Federal 10 FIRM)
Register — petitiorer, persons, )
organizations, or groups demonstrating _]
substantial interest in the proceedings i

have 10 days after notice is published NOTIFICATION T0
MEMBERS OF CONGRESS,

to request o hearing.
30nce the investigation begins, a firm must provide any additicnal GOVERNOR,
information requested as necessary to make on eligibility deter- PRESS RELEASE
mination. If a firm dees not comply, the firm cen either withdraw
the petition or be denied,
4Criteria (eligibility):
a) decrease in product.on or sales.

b) decrease in employment.
¢) increase in imports (absolute or relative to domestic production).

d) causation ~= "imports contributed impartantly,”
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APPLICATION PROCESS

Certified firms are referred to EDA's Office of Business
Development (OBD) in Washington, where they are invited to
send a representative for preapplication counselin . 1/
During this session the firm is provided with a Trade Adjust-
ment Assistance index form (see app. IV) which identi-
fies the documentary material required by EDA to evaluate
the application. 2/

SCREENING THE APPLICATION

Once the firm has compiled the necessary documentation,
the application "package" is submitted to the appropriate
regional office for processing. Before the application can
be processed, however, it must first be screened to determine
that all the required documentation as identified on the
index form is included and is complete. EDA regulations as
published in the Federal Register (September 26, 1975) call
for the applicant to be notified within 5 wurking days of
receipt that the application was receiv-d and that either (1)
it has been accepted or (2) it may be resubmitted when
specified deficiencies are corrected.

ACCEPTANCE FOR FILING
AND PROCESSING

Once the application is accepted for filing, the project
is assigned a case number, logged on control sheets, and the
Washington Trade Assistance Coordinator notified that the
application is in process.

1/ In the past, OBD/Washington was responsible for the

~ processing of Trade Act cases--including all preapplica-
tion counseling. Although EDA Directive No. 13.01-17,
effective April 13, 1976, now gives the region authority
to handle the loan processing and servicing functions,
EDA officials still encourage firms to meet in Washington
for preapplication counseling.

2/ Applicants are also required to provide information--

T current status and expected impact of the proposed
project--on 14 environmental issue areas. This regquire-
ment, while not shown on the index, is contained in the
environmental package provided to the applicant,
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Review by regional loan
development officlals

The entire application package, and especially the
economic adjustment proposal is reviewed and evaluated by
regional loan development officials to insure compliance
with 1974 Trade Act legislative criteria. Specifically, as
mandated by section 252 of the act, approval of an applica-

tion is dependent, in part, that the firm's proposal contains
the following elements

--be reasonably calculated materially to contribute
to the economic adjustment of the firm;

--give adequate consideration to the interests of
the workers of such firm; and

-—-demonstrates that the firm will make all reasonable
efforts to use its own resources for economic
development.

Additionally, the application documentation must establish

that the funds requested are not available from the firm's own
resources, that there is "reasonable assurance of repayment" of
the loans, and that agency policy requirements have been met,

Pursuant to the above, the firm's documentation is
analyzed with respect to the following factors:

--Management

The firm's management team is evalvated as to
their efficiency and capabilities relative to
the size of the firm and the industry.

--Marketing

Information such as the firm's current share
of the market, project share, current product

lines and plans to penetrate new product lines
is evaluated.

--Raw materials

The availability of raw materials, energy
source and unit price of each is considered.
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~-Sales, profits, and debt service

EDA examines data on past sales as well as
evaluates the soundness of projection
figures. Pro-forma financial statements
and projections are used to determine
whether the firm will have the ability to
repay the loan from profits. Officials
also assess whether the firm can pay short-
term and/or long-term debt.

—-Collateral

EDA looks to secure as much of the loan as
possible in the event the company goes
bankrupt. 1In this regard, EDA tries to get
first lien on all fixed assets, accounts
receivables, and invent»ories.

Approval of assistance is also dependent on the
applicant's compliance with EDA requirements mandated by
legislation other than Trade Act. Such legislation includes:

--Title VI of the Civil Rights Act of 1964, as amended

Applicants are required to summarize their
present work force according to job category,
sex, and minority classifications. They are
also reguired to sign a statement stating they
agree to comply with Civil Rights Act
regulations.

--Clean Air Act, as amended and Federal Water Pollution
Control Act, as amended

An applicant signs a form attesting that the
facility is not on EPA's list of violating
facilities.

--National Environmental Policy Act of 1969, as amended

In keeping with the objectives of the above, an
applicant must provide informatior--current
Status and expected impact by the project--on
14 issue areas.
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~--~-bublic Works and Economic Development Act of 1§65,
as amended

In compliance with established EDA policy and
the above legislation, name checks are

normally done on the firm's owners and/or
officers, and in some cases, are also required
on certain stockholders. The name check
investigations are processed by EDA's Investi-
gations and Inspections (I&I) staff who, in turn,
checks the names through the Federal Bureau of
Investigation.

Legal counsel review
and action memorandum

Before regional office recommendations are formalized,
the application "package" is submitted to regional legal
counsel for review through the use of "legal checklists."

The checklists are used as a control for insuring that EDA
requirements as mandated by the 1974 Trade Act and other
legislation have been met. Upon completion ¢f the legal
checklist, an "Action Memcrandum" is formulated and

forwavded to OBD in Washington. This document summarizes the
proposed project, noting all the pertinent specifics, includ-
ing the regional office recommendations.

Approval determination

OBD reviews the Action Memorandum, including approval
or rejection recommendations, 1/ and forwards it to the Deputy
Assistant Secretary for Operations (DAS/0O). The DAS/O signs
of f on the memorandum and either notifies the firm of rejection
or--in case of favorable recommendation--forwards the memorandum
to the Assistant Secretary for Economic Development for his
approval and signature. Accordirg to the act, this determina-
tion by the Assistant Secretary--as delegated from the Secretary
of Commerce--must be made within 60 calendar days of appli-
cation acceptance.

Subsequent to application approval, the firm is made an
assistance offer to which it must respond within 10 days.

1/ In some cases, OBD might restructure the project and would
rewrite the Action Memorandum.
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Following the firm's acceptance of the assistance offer,

the firm and EDA enter into legal proceedings surrounding
the loan closing.

A flow chart detailing the application process follows.

36



APPENDIX

II

IN THE PAST, THE PREAPRLICATION
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OMB No. 41-R2261; Approval Expires December 31, 1978

FORM ED-438 U.S. DEPARTMENT OF COMMERCE
(12-78) TCONOMIC DEVELOPMENT ADMINISTRATION

PETITION BY A FIRM FOR CERTIFICATION OF ELIGIBILITY
TO APPLY FOR TRADE ADJUSTMENT ASSISTANCE

{Under Certification Trade Adjustment Assistance for Firms and Communities, 15 C.F.R., Part 315,
U.S, Department of Commerce, pursuant to Section 251 of the Trade Act of 1974, Public Law 93-618)

RETURN TO: For Government Use Only
Attention: Office of Planning and Program Support Project Number l?;::g Accepted for
Economic Development Administration
6113 Main Commerce Building
Washiagton, D.C. 20230

Senersl Instructions: This petition is required for filing by 2 finn requesting the Secretary of Commerce to certify the firm's
eligibility to apply for Trade Adjustment Assistance. For purposes of this petition, a “firm” includes an individual proprietor-
ship, partnership, joint venture, association, corporation (including » development corporation), business trust, cooperative,
trustee in bankruptcy, and receiver under decree of any court.

Statutory criteria for certification include (1) a significant number or proportion of the firm’s workers have become totally or
partially separated. or are threstened with separation, (2) sales or production, or both, of the firm have decreased absolutely,
and (3) increases of imports of articles like or directly competitive with articles produced by the firm contributed importantly
to such total or partial separation, or threat thereof, and to such decline in sales or production.

This Petition is subject to the Freedom of Information Act and all information submitted herewith is available to the public,
except that which is exempt under 5 U.S.C. 552 B(4) as confidential business information, including trade secrets and com-
mercial and financial information.

Any information which the petitioner desires to be treated s ~onfidential should be attactied on separate sheets identified
with the appropriate item number and bearing at the top of each such shezt the clear legynd “Confidential Business
Information.”

Submit five executed copies of this petition form and any attachments. Acceptance of this petition will be delayed if the
form and appropriate attachments are not properly completed in accordance with instructions hereon.

Name and Address of Petitioning Firm (Street, Qity, County, State, and ZIF Code) Telephone Number
{Include Area Code)
Legal Form of Organization: {/ndicate by an X'} 3 Singie Proprictorship
3 Partnershup O Corporation 0 Other (Please specify)
Name, Address, and Naturc of Business of any parent company, subsidiary, affiliate, predecessor or suc firm, co: or of any other

firm conrolied or substantially beneficially owned by the petitioning firm or by its principal sharcholders. (If the unswer is “‘None"', 30
indicate.)

USCOMM.DC 18220.p78
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item 1 — HISTORY OF FIRM

Attach a separate sheet identified zt the top as “Item | ~ History of Firm™ and provide a brief aarrative of the ﬂnn"l esconomic history, including
{a) the yurl.‘ounded: (b) type(s) of business engaged in; (c) a precise description of all goods and services produced; (d) number, Iocn:m and
nature of business of sll manufacturing, production and sales facilities; (¢) markets served; () names and titles of offioers, dlncton and manage-
ment of the firm; (g} major ownership interests now in the firm; (h) significant ownership or management changes in past 5 years; and (i) any
other important events in the recent history of the firm.

item 2 — ARTICLE(S) PRODUCED

Describe precisely the article(s) produced by the firm which have been affected by import competition, including the Scandard Industrial Classification
namber(s) for each such article.

ftem 3 — IMPORTED COMPETITIVE ARTICLE(S!

Describe precisely the importe.d article(s) which are like or directly competitive with the article(s) described in Item 2, including tie Statistical
Classification Number listed in the Tariff Schedules of the Unitea Stater Annotated (TSUSA). {Attach separate sheet if needed)

item & ~ SEPARATION OF WORKERS

Attach a sepaiate sheet identified at the top as ““liem 4 - Separation of Workers" and describe the extent of the actual separation, or threat of
separation, whether total or partial, of the workers of the firm. Include data on the number and proportion of workers affected, ané any
changes in average weekly hours worked. If a thresi of worker separation exists explain the nature of the threat and the anticipated conse-
quences thereof, including the number and proportion of workers threatened with total or partial separation.

If any group of the firm's employees has petitioned the Secretary of Labor for certification of eligibility to apply for Trade Adjustment Amistance

in an effort to obtiin benefits for workers, give the date of such petition and a brief summ-ry of the status of the worker casc. (If the answer is
“none,” 0 indicatr;)

FORM ED-435 (12.73) USCOMM-DC 18220-p7¢
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item 8 ~ BASIS OF PETITION

Attach a separate sheet identified at the top as “Item S - Basis of Petition™ and Vsscrive the decline in total sles or production ‘or bath) of the
firm and relate the increase in imports to the firm's decline in sales or production and worker ssparation, and explain how the increased imports
contributed importantly tv the sales or production decline and actual or threatoned worker ssparstion.

ftum 8 — PREVIOUS FIRM PETITION

Did the firm previously petition the Tarift Commission of the United States for a finding of import injury under provisions of the Trade
Expansion Act of 1962? If so, give the date of such petition und a brief summary of the its of the petiti (If the a is *No”, s0
indicate.)

ftem 7 — SUPPORTING DATA

Provide data on the firm's sales, production. inventory, production workers and man hours worke;it;s well as imports of like or directly com-
petitive artickss, for the past five years on the attached tabular form.

itam 8 — CERTIFIED FINANCIAL REPORTS

Attach copies of the complete auditor’s certified financial reports for the petitioning firm and its subsidiaries for the last five accounting ysars.
If such reports by certified public accountaats are not available. furnish copics of the complete profit ard loss statements, balance sheets, and
supporting statements prepared by the petitioning firm's own accountants, together with copies of the firm's Federal income tax returns for the
last five accounting years.

NAME AND TITLE OF PERSON TO CONTACY FOR ADDITIONAL INFORMA TION

Name [ Tige ™

Address ‘ ' Telephone Number Area Code

Certification — The undersigned officer of the firm exccuting this certification in behalf of the petitioning firm hereby cestifies that the infor-

mation ined in or submitted with this petition is correct and complete to the best of his knowledge and belief.
Nzme of firm Signature of Authorized Official of the Firm
Title Date -
This form must be certified by and » vorn to before a Notary Public
CERTIFICATION 8BY NOTARY: (Corplete)
Subscribed and sworn to befure me this _ of
(dey) {monch, ([year)
Notary Public
(SEAL) Expiration Date
The U.S. C‘_)dc. Titke 18 (Crimes and Criminal Procedure), Section 1001, makes it a criminal offense to make 3 wilfully false statement or
fepresentation to any department or agency of the United States as 1o any matter within its jurisdiction.
FORM ED-435 (12.78) USCOMM-DC 'am7°
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PORM 10472
Aoy, 10-78)

OMB Approval Noi Required

US. DEFARTMENT OF COMMRRCE
STGONDMIC DEVELOPMENT ADMINISTAATION

APPLICATION REQUIREMENTS AND INDEX-TRADE ADJUSTMENT ASSISTANCE FOR FIRMS

NAME AND ADDAESS OF AR, ICANT /Opruting Company) PROJECT NO.

PROJECT LOCATION {f difforant f-om ebow '} DATEK:

INSTRUCTIONS FOR COMPLETION AND USE OF FORM ED-272

This form identifies the documentary maserial needed by EDA to sval pplications for fi ial asat to b
undes its trade wjmummpm.nnu.Mmyiumunhdudcditmhlm.bmonlylhoum"udmkcﬁnmlum(ﬂ)
will be required to perfect an application.

Each project is unique; the specific documentary qui for it are de ined in a pre-application conference with the
Pprospective applicant, at which time an EDA repressntativa shail:

1. Pisce 8 chack mark in Column (B) to the left of sach required item, except for thoss with pre-printed check marks
which are required from al} spplicants;

2. Place the letters NR, instead of a check mark, next to each unneeded item,

3. Identify sddi 1 4 y on the bered, but otherwise dlank, lines;

9

4 E the first end to this form; and
s. Giwnummm-mntneopyofwundundfwmnﬂuinduofﬂnl»lmum‘

Using a copy of the checked form as an n«x(-mmuunWmmmummw).wwmc shall amembie
in :he order indicated the documentary material and mark sach item for identification with its apptopriate number/letter from
this form. When the applicstion is received, an EDA representative shall check sach item to ensure that it provides the necessary
infi and shall indi its ptability by initisling the appropriate space in Column (A) and shall execute the second
endorsement.

VBCOMM-DC 18179078
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m AFPLICATION REQUIREMENTS AND NDEX
A1 8 | Swis Applioton
v ). Form ED-271, “Application for Trade Adjustmant Assistance for Firma™, o squiviient Form DV8 -324P°
v 2. Leter of traemittal by Applicant firm mtting forth its proposal for Trade Adjustment
Asmistance and including narrative history of the firm
mhmoryolmﬂmmwlududhw-hofmmdiummuonuhn
sligible for Trade Adjustment A ial position in years prior to being
affected by foreign competition and in mm yoars must be identified by reference to actusl
sales, proflia, net worth, etc. The proposal for Trade Adjustment Asistance must not only
discum the results expected from the Project for which the application is being made, but
must also discuss in detall how the proposl will:
1. matsrislly contribute to the economic adjustment of the firm,
2. give adequate consideration to the intorest of the firm’s workens, sed
3. demonstrate that the firm will make all ressonable efforts to uss its own resources for
sconomic development.
Form ED-436 or Form DIB 346, “Certificats of Eligibility™
v 4. Form ED-272, “Application Requirements snd Index — Trade Adjustment Amistance for
Firms”
Genarsi Roquicements
v S. Form ED-220, “‘Marketing and Capacity Information Report™
v 6. Form ED-223, “Employent Schedule and Assurances™
7. Form ED-503, “A of Compl with the Dep of C and the
v Ee Develog Administration Regulations under Title VI of the Civil Rights Act
of 1964 snd Public Law 9265"
v 8. Form ED-524, *Certification of Compliance with the Clesn Air Act and the Federal Water
Potlution Control Act™
9  Affirmative Action Plan (businesses /so or more employees)
v 10. Form CD-227, “Request for Name Check or Identification Record Check™ for owners and/or
officers {EDA repr ive shall list required p below):
a.
b.
C.
d.
L
f.
[ 3
h. —
Applisent’s Finansisl Pasition
v 11, Most recent (not cver 90 days oid) signed interim financial statement of applicant
dated
v 12. Most recent ] sudited or [_] signed fiscal yearend financial {suppoited
by copy of tax return) for FY _____
13. Pro forma income and cash no- pmpctlom (by quarters from the date of the most recent
interim financial st t d in d with 11 sbove, through the first yuar
v of besquent : : completion of the _soject and yearly for the scond and third
yunof, ion ) showing cash and d licant's ability to
service all dedt peincipal paymnm fmm net incomme after taxes mlm than from cash flow
+ 14.  Assumptions underlying pro forma projections
v is. Profonnnbnhmhmform:Imd.-ucfudtoflhrpmodsmndbyunmfom
proy L] dp to 13 above
16.  Aging of accounts paysbie
17. Aging of ble not factored
18.  Statement of the firm's position with the factor
19. Latwen of financial commitment from the below listed lenders involved in the project
(letsers of commitment or intent must include of loen, rate, repay
_ term, collaterel and len position required. ):
s
b,
¢.
d.
[

FORM ED-272 {Rev. 18-76)
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A il
SRR
A [] Applisont’s Finonsiel Pesision—Continved
20.  Lacter of equity commitment from the below listed sources for fixed amet and working

apital requirememts, as sppropriate fieitery of commirmeni should show borth emount of
Nnds and ownership intevest);

sanos

21. Financial statemaents (not over 90 drys old) of below tisted parties; of a parent corpora-
tion, or [ or principals of a closely held spplicant, or both (Individusls use
Form ED-273, “Persoral Financial St ssof ") (EDA
representative shell kst below those parties required to submit finencisl )

.
b.
<.
4
..
22. Letten of i of {EDA rep ive shall list required guet below):
Required Guarantors Raguested Amounts
E 2
b.
c.
d.
..

23.  Letters from two lending institutions declining to finance the project sither directly, in
participation with EDA or with an EDA gusranty :

.
b.

24. Moposed Loan Documents (Note and Loan Agreement) identifying term, interest rate,
collateral to be taken and other key terms and conditions of any loan to be guerantied by
EDA

25. Copiss of Lease(s) involved in project:

a. From to
b. From 9

Monogement snd Oporstions
26. Certificate of good ding for corp 1

27.  Copy of partnership agresment

28. Organizstion charts showing corop ad 9 @ 1)

29. Resumis of the following named project administrative and operationsl personnel.

a. Chief ive ofMicer
b. Chisf financial officer
¢. Chief ssles and marksting officer
d. Officer in charge of producti

Others: (Title and Nams)

..
f.

!
Y

30. Letiens of commitment from below listed suppliers of scarce rower and raw materisls, and

from critical sustamers, brokers, eic. (EDA rep shall list required ¢
delow).
Name of Supplisr or Customer Iterns
1
b.
c.
S d.
..
31. independent Feasibility Study by

FOAM EO-272 {Rov. 16-79) USCOMM-OC 10178978
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AR

Corte ond Capabittos

32. Schedule for construction of facilities, and ascquisition and installation of M & E

33, Schematic layouts nf buildings including layout and work flow of kay machinery snd equip-
ment (i.s. production lines) (Reduce to as neas legal size (8-1/2 x 14) ra practical)

34. Capability of machinery and equipment to produce the antic.pated quality of quantity of
§00ds at maximum production rate per hour anticipated

. Ind @ isal of products it

3 P PF capacity
b. Manufacturer's warranties (EDA repr shail list required items below}:

1.
2.
3.

38. Form ED-267, “Tabulation of Total | d Costs to Date” - Applicant should we this s
o detailed projected listing of specific sub-elements of project cost. (For M & E, indicate
model, capacity, and whether new or used)

36. Evidence of [_] or Option for [ ] purchase of land including description of land and
purchase price

37. Map of local area (city or county) showing precise location of the project (relevan’ portion
thereof not grester than 8-1/2 x 14)

38.  Site plat (Reduced to as near legal size (8-1/2 x 14) a3 practical
39.  Indepenient bid by : or coBt esti by architect/enginoer for project buildings,

wcluding description of type of ion, square footage and special fe and state-
ment ssuring that Devis Bacon Wages will be paid

40. Cost esti by machinery and equi suppliers and installers (incluaing Davis Bacon

on costs isted with major installations)

41.  Other Project Costs:

3. Archi | and vig \§ services

b. Legal and/or administrative expenses

¢. Commitment of interim lender supporting the projected cost of interest expenses during
construction indicated on Forms ED-267 and ED-271

d. Preli y exp

e. Evidence in support of continguency reserve

Qther Documentation Required
42.

43,

44,

45.

4.

47.

48.

49,

50.

of

First EDA Endorssment
A preapplication conference was held at on [ —
st which time the undersigned EDA i lained the items on this form to

{4

documentation and other items of inf i quiced to support an apoli for P onl by plac-
ing his initials in the appropriate boxss.

(fum); the undersigned indicated the forms,

TYSE NAME AND TITLE OF RDA REPARSE.TATIVE SIGNATURE DATE

Finel EDA End The undersigned has reviewsd the appli and has d d that the sppli has submitted all

d items of inft jon, that each item is jeted, that all d iring eppl 's of certification are

b 2

q

It is therefi

propaly executed, that the entire opph is organized as raquired by this form and that all problems involving required
items have besn resolved.

L4

L5 ¥

ded that the Regional Director assign this spplication & project number and that procesing commence.

RECOMMENDED:

KDA REPASSENTATIVE

TYPE NAME AND TITLE OF SIGNATURE GATE

PORM ED-272 (Rev. 10-78 VACOMM-DE: 18170074

47



APPENDIX V

APPENDIX V
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APPENDIX VI APPENDIX VI

STATUS OF CERTIFIED NONRUBBER FOOTWEAR

FIRMS AS OF DECEMBER 31, 1976 (note a)

Number which have received

financial assistance b/4
Number which have received
proposal technical assistance 1
Number with applications in process 1 _6
Other:
Have no plans to submit an
application 2
Have submitted a proposal but
not the entire application 2
Have met with EDA officials but
have not submitted application c/2
Have sold operations to another
company 1
No contact with OBD; (status
unknown) 2 2
Total 15

a/ With the exception of one firm in Puerto Rico which we
omitted from the review because of anticipated difficulty
in contacting firm officials,

b/ Type of assistance and amount includes:

Fixed asset Working capital

loan $250,000 loan $1,000,000
Working capital

loan 630,000

Working capital
loan 700,000
Working capital
loan 750,000

¢/ According to an OBD official, the parent company ceased the
shoe operations.
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