
Pennsylvania Community Development Bank 
Operational Committee Meeting 

September 21, 2006 
 

 A meeting of the Pennsylvania Community Development Bank Operational 
Committee Meeting was held on September 21, 2006, after proper notice was given 
pursuant to the terms of the Act of July 3, 1986 (the “Sunshine Act”).  The meeting was 
held at the Commonwealth Keystone Building, 400 North Street, Conference Room 4 
West, Harrisburg, Pennsylvania.  Stephen Drizos called the Meeting to order at 9:30 a.m. 
 
 The following Operational Committee members were present: Mr. Stephen 
Drizos; for the Honorable Dennis Yablonsky; Susan Schwab, for the Honorable Robert P. 
Casey, Jr.; Paul Wentzel, for the Honorable William Schenck; and Christopher Rockey. 
 
 The following Operational Committee members were present via telephone; Ron 
Jumper, for the Honorable Jay Costa; the Honorable Dave Reed; Duane Adams; 
Raymond Davis; Pamela Woodell; and Samuel Milliner. 
 
 The following DCED staff members were present:  Brenda Bubb, Office of 
Community Development; Steve Fishman, Office of Chief Counsel; Craig Petrasic, Brian 
Deamer, Megan Snyder and Melanie Clark, Center for Private Financing. 
 
 Mr. Drizos asked Mr. Petrasic to take roll call. 
 
 Mr. Drizos offered his condolences for Ms. Linda Lefever from Northside 
Community Development Fund, who lost her battle with cancer a few weeks ago.  Even 
though I did not know her well she had a very good reputation and I know a number of 
people had a very good relationship with her.   
 
 Mr. Drizos requested a motion to accept the Minutes of July 12, 2006. 
 
 It was moved Mr. Wentzel and seconded Ms. Schwab that the Board approve the 
Minutes of the July 12, 2006 Board Meeting.  The motion was carried unanimously. 
 
 Mr. Drizos turned the floor over to Brenda Bubb to discuss the recommendations 
for three grant approvals. 
 
 Ms. Bubb stated the first is the Community First Fund (CFF).  They are applying 
for Development Services grant in the amount of $100,000.00.   Match has been secured 
from the Small Business Administration and Community Development Block Grant 
Program.  They are seeking a PCD Bank Development Services grant to subsidize the 
cost of five Business Counselor/Lenders in CFF’s regional offices in Lancaster, York, 
Harrisburg, Exton and Reading.  The business counselors/lenders will provide technical 
assistance to CFF clients.  Technical assistance will include, but not limited to, 
completing loan applications; assist with core business planning that focuses on market 
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need assessment, operation and management, marketing and promotion, and 
understanding financial literacy. 
 
 CFF will serve more clients, offer larger loans that will help create and retain jobs 
and increase counseling and training services provided to new and existing borrowers. 
 
 CFF has established a strong presence in central Pennsylvania and has a solid 
track record for delivering the services they promise.  This grant will further allow CFF 
to continue their quest in helping new businesses start up in low-income communities. 
 
 CFF’s goals for this grant is to provide technical assistance to at least 32 
participants and help 20 start up new business, and provide 24 CDFI loans. 
 
 Special conditions for the grant will include CFF must provide semi-annual 
performance reports on all Development Service activities and that they must continue to  
maintain their PCD Bank state accreditation status. 
 
 We recommend this application for approval.  Are there any questions? 
 
 It was moved by Mr. Adams and seconded by Mr. Wentzel that the Board 
approve the Community First Fund Development Services Grant, in the amount of 
$100,000.00.  The motion carried with Ms. Woodell, Mr. Davis and Mr. Rockey 
abstaining. 
 
 Ms. Bubb stated the next applicant is the Nonprofit Finance Fund (NFF) from 
Philadelphia.  They are requesting a $250,000.00 Expansion grant and a $100,000.00 
Development Services Grant.  They have provided a match that exceeds the dollar-to- 
dollar required.  The match will come from the William Penn Foundation, City of 
Philadelphia and the United Way of Southeastern Pennsylvania.   
 
 NFF’s main headquarters is in New York, but all funds from this grant will only 
serve counties in Pennsylvania that include Bucks, Chester, Delaware, Philadelphia and 
Montgomery. 
 
 Both grants will help NFF increase the capacity and improve the quality of child 
care facilities in the five county area of Southeastern Pennsylvania.  The funds from the 
grant will expand the portfolio of business planning and financial products and services 
the clients currently served in NFF’s Child Care Initiative; reach new markets in rural 
areas, and make NFF’s financial products and services available to a new audience of 
child care providers.  They anticipate the grant funds from PCD Bank will help leverage 
$5.4 million in public and private funding from other sources.   
 

There are over 700 nonprofit child care and after school programs in Southeastern 
Pennsylvania.  Many of the businesses operate in the thinnest of margins, earning just 
enough to cover operations through tuition and subsidies, leaving little money to fund 
needed capital improvements.  The Child Care Initiative is designed to improve the 
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quality of center based services by supporting both licensed and unlicensed programs 
pursuing higher standards.  NFF’s goal is to help the child care providers understand the 
costs of their business and in doing so respond to the emergency issues they face and to 
better plan for future needs. 

 
With this application their goals include providing 30 to 40 Nonprofit Business 

Analysis workshops; 18 Systems Replacement Plans; and to conduct 25 to 30 customized 
technical assistance sessions.  The customized technical assistance will allow NFF to 
meet individually with their clients and spend more time providing consultations over the 
phone or through written recommendations. 

 
The anticipated outcomes from the workshop series and technical assistance 

include providing 10 CDFI loans at a loan volume between $1 to $2 million dollars; 
providing technical assistance to 35 potential borrowers and will result in three to five 
additional loans. 

 
Special contract conditions would include semi-annual performance reports on all 

expansion activities and development service activities; NFF maintaining their PCD Bank 
accreditation status and verifying and providing proof that all PCD Bank funds stay in 
Pennsylvania.  

 
We recommend this application for approval.  Are there any questions? 
 
Ms. Schwab asked if we do any due diligence on the child care facilities 

themselves, to see whether or not all the criminal background checks are current and if 
there are any problems with that do we check with the Department of Public Welfare to 
make sure there haven’t been any child care violations. 

 
Ms. Bubb stated no.  Because when they provide their services in their semi 

annual performance report to me they provide me with information as to who they 
provide services to, but they only provide the type of technical assistance or financial 
assistance they provide to that child care provider.  As far as the child care provider itself 
we have no information.   

 
Ms. Schwab questioned does the child care initiative? 
 
Ms. Bubb stated yes.  They work closely with the Department of Education and 

Welfare.  There is a star program through the Department of Education that this program 
is tied directly to.  I would feel very assured that all those checks are being made. 

 
Ms. Schwab asked if that is something we could put in as a special condition that 

whoever they are going to fund that they are making sure they have proper criminal 
background checks. 

 
Mr. Fishman stated use the generic wording that they were accredited under 

current operating requirements to the Commonwealth. 
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Ms. Schwab asked so that if they were accredited that would mean they were 

complying? 
 
Mr. Fishman stated yes. 
 
Ms. Schwab stated I would like to recommend that we do that with child care 

facilities. 
 
Ms. Bubb asked how is that stated. 
  
Mr. Fishman stated that they are accredited by the appropriate agencies of the 

Commonwealth and that their reports that they continue to be compliant.   
 
Mr. Drizos asked if there were any questions or comments. 
 
It was moved by Mr. Wentzel and seconded by Mr. Rockey that the Board 

approve the request for a $250,000.00 Expansion Grant and a $100,000.00 Development 
Services Grant.  The motion was carried unanimously. 

 
Ms. Bubb stated the third application was submitted from the Rising Tide 

Community Loan Fund.  They are applying for a Development Services Grant in the 
amount of $31,000.00.  The grant will support costs associated with the project director’s 
salary and will be matched with funds secured from private contributions.   

 
The Rising Tide Community Loan Fund is a separately incorporated subsidy of 

the Community Action Committee of the Lehigh Valley and provides a variety of 
technical assistance to borrowers and potential borrowers not residing in the inner cities 
of Allentown or Bethlehem.  The Fund partners with Community Action Development 
Corporations of Allentown and Bethlehem to provide technical assistance to borrowers 
who resides in the city of Allentown and Bethlehem and who are borrowers of the Rising 
Tide Community Loan Fund.   

 
The Community Action Development Corporation of Allentown and Bethlehem 

provide technical assistance through their start your business classes for individuals 
looking to start up their own business.  The 20 week program provides students with the 
knowledge on financial planning, marketing and promotion, accounting, tax preparation, 
and with basic skills.  Upon completion of the program, every student will have 
developed a sound business plan and will be eligible to apply for a small business loan 
from the Rising Tide Community Loan Fund. 

 
Since its inception in 2001, the Rising Tide Community Loan Fund has made 26 

loans to micro-enterprises and small businesses totaling $371,383.00.  Anticipated 
outcomes for this grant would include providing technical assistance to 36 participants, 
providing eight businesses with start up money and 16 becoming borrowers of the Rising 
Tide Community Loan Fund. 
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Special conditions to this contract include Rising Tide Community Loan must 

close at least eight loans prior to drawing down the last $15,500.00 of the total contract 
amount; Rising tide must continue to maintain their federal certification status with the 
CDFI Fund; and Rising tide must submit semi-annual performance reports on all 
Development Services activities to DCED.   

 
We recommend this application for approval. 
 
It was moved by Ms. Schwab and seconded by Mr. Wentzel that the Board 

approve the request to Rising Tide Community Loan Fund, for a Development Services 
Grant in the amount of $31,000.00.  The motion carried unanimously. 

 
Mr. Drizos turned the floor over to Ms. Bubb to discuss the Grant Status Report. 
 
Ms. Bubb stated the summary page of the Grant Status Report shows the bottom 

line.  So far since the inception of the program, which was back in 1988 we have been 
appropriated $12,000,700.00.  We have approved $9.9 million in grants and we had 
expenditures for $8.2 million.  Right now we have a balance, not including the three that 
were approved today, a balance of $2.7 million dollars.   

 
Mr. Drizos stated we have a special request from the Nonprofit Finance Fund.  
 
Mr. Petrasic stated we are trying to bring these loans that were approved a long 

time ago to a closing.  One is the million dollar loan to the Nonprofit Finance Fund that 
was approved in October, 2001 and has never gotten to a closing.  This request, which I 
will allow Nora to explain, is pretty self explanatory.  Essentially one of our criteria is 
that the minimal loan loss reserve is 5%.  They are requesting that it be lowered to 3% in 
the case of this loan.  We are taking a neutral stance on this.  We are not recommending  
this or anything.  We agreed that we would present this to the committee for your 
consideration.   

 
Ms. McVeigh stated the reason we are asking for this is we have a loan fund that 

is about $50 million dollars at this point.  There are about 25 investors in the pool.  With 
the exception of one, the covenance for them is that we have a minimum of 3%.   There 
are several issues with this.  We have talked with accountants and others.  The practice 
should be that the loan amount should be set according to the performance to the 
portfolio and the risk of the transactions.  The way that we internally go about 
determining what we think the loan amount should be is there is a rating at closing of 
every loan that we make. That rating then drives a certain percentage of loan amounts and 
those numbers are all aggregated.  The portfolio has a loan loss associated with it.  Right 
now that is about 4.3%.  Having a 5% reserve then requires us to over reserve for the loan 
fund.  We have been told by auditors that practice of just picking a number, one doesn’t 
even conform to gap.  The loan amount should be in relation to the performance of the 
portfolio and the risk of those transactions.  We are asking that this conform to the 
majority of the other investors that we have in the pool, which represent banks, 



 6

foundations and some other government agencies.  Secondly, by the 3% even though we 
feel that we would rather have what people felt comfortable with the way we were 
reserving than having a number. We feel the 3% is a better number to have than the 
higher 5%, which in some cases leaves us to over reserve on the loan.  The result of our 
activity as we have been lending for about 26 years and have lent about $146 million 
dollars in loans and have only written off, including some recoveries about $440,000.00 
of that.  It is about a .30% of write off.  Our delinquencies I was just looking as of the end 
of August were less than 1% or 90 day in over delinquency.   The performance of the 
portfolio is very strong.  We feel if there is going to be a number attached that the 3% 
represent the performance of the portfolio more accurately than the 5%.  That is why we 
are requesting that. 

 
Mr. Drizos asked if there were any questions or comments. 
 
Mr. Adams stated your auditors, if they are saying you have to much reserved I 

don’t know, with the banks you really can’t over reserve.  They will make you take a 
negative provision.  It sounds like you really, to be properly accounted should be able to 
reduce that. 

 
Ms. McVeigh stated the issue is that we have one investor, one foundation that 

also has the 5%.  So according to the covenant with that investor we are required to have 
that reserve.  It is an issue that faces many CDFI’s in the industry.  I think this is just the 
way practice has come up about dealing with this.  I understand what you are saying.  We 
walk the line between satisfying the auditors and what we think is best practice and 
satisfying this one foundation.   With whom we continue to have discussions about this 
policy.  It is a long term investor and we are in a pay out mode with them over the next 
couple of years.  That investment will be decreased and that covenant will go away.   

 
Mr. Drizos stated what I think I would like to recommend to the committee is that 

we form a committee within the committee, to take a look at this issue and to come up 
with a recommendation as to whether we keep it the way it is.  Does it need revisited?  
Should we rewrite what we are doing?  This issue is that what is good for one should be 
good for all.   Although I wasn’t here when this was formed I have to think that the 5% 
number was something dragged out of the air.  What I would like to do is if I could have 
our Chief Counsel chair a committee.  Could we come up with a couple names on who 
would like to be on that?   Susan Schwab, Chris Rockey and Paul Wentzel agreed to be 
on the committee.   

 
Ms. Schwab stated it would be good to not just have purely government entities to 

make this decision.   
 
Mr. Drizos asked if he needed a motion. 
 
Mr. Fishman stated no.  You have the power to create such subcommittees as you 

see fit. 
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Mr. Drizos stated we are going to table this for now and this committee will report 
back when practical.  

 
Mr. Fishman asked if there were any time restraints? 
 
Ms. McVeigh stated we would love to get this closed.   The sooner the better.   
 
Mr. Drizos stated we will try to get together and get this accomplished as soon as  

we can. 
 
Ms. McVeigh stated thank you.  I appreciate you considering it. 
 
Mr. Drizos turned the floor over to Mr. Petrasic for the Loan Status Report. 
 
Mr. Petrasic stated that nothing much has changed.  The biggest change is we 

have now closed three of those direct loans back in July or November.  The loan we 
haven’t closed on yet is the one with Northside Community Development Fund, which 
due unfortunately to Linda Lefever’s passing has we understand been reduced to a two 
person operation.  We are hoping in the next couple of weeks we are going to move that 
to a conclusion. 

 
Mr. Drizos stated we are going to take our time on it.  We are trying to work out 

what they wanted to do.   
 
Mr. Petrasic stated that is the only change that I have on the status report at this 

time. 
 
Mr. Drizos asked if there was any other business?   
 
It was moved by Mr. Wentzel and seconded by Ms. Schwab that the Board 

adjourn the meeting.  The motion was carried unanimously.  The meeting was adjourned 
at 9:50 a.m. 


