
For the uninitiated, PCLP is 
that hybrid of the SBA 504 

Loan Program wherein par-
ticipants enjoy the privilege 
of approving loans without 
SBA scrutiny in exchange 
for establishing a loan loss 
reserve in the amount of 1% 
of the loan amount of each 
loan. Should a PCLP loan 
result in a loss, the PCLP 
lender is responsible for the 
first 10% of that loss. In our 
current economic environ-
ment, it’s easy to see how 
losses could be significantly 
higher than 1% of the loan. 
So those wiley PCLP lend-
ers held a meeting of their 
exclusive, new trade associa-
tion and came up with “PCLP 
Reform Now!” 

The new proposal appears to 
be based on the conclusion 
that the current PCLP program 

is not effective because the 
high costs (of the loan loss 

reserve?) preclude a large 
number of CDCs from 
participating. 

In Fiscal 2009, less than 6% 
of CDCs have participated.

The proposal recommends 
a higher level of lender 
oversight and a reduction 
in the loan loss reserve (it’s 
now called an upfront fee, 
not a loss reserve) of just 25 
basis points vs. the current 
program’s 100. The proposal 
arrived at the 25 basis point 

figure, it appears, based on 
historical loss rates for the 
program, without taking 
into account our current 
recession-depression and the 
30%+ decline in commercial 
property values in many 
parts of the country. 

Continued on page 2 

Jim Davis, President, Southland EDC and NADCO 
Director At-large

A PCLP Program to like? Maybe. At the recent NADCO “Ironman Contest” 
in Washington DC (Board Meeting/Government Relations Conference/Management 
Conference back to back to back), a new proposal for the PCLP program was discussed. 
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the turnip truck.
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It is reasoned, I believe, that 
such a reduced cost would 
increase participation in the 
program and make it more 
viable in the long run. 

OK, I’m listening, my person 
still firmly planted in the 
back of the turnip truck. I’m 
still struggling with taking on 
risk when we get such great 
service from the Sacramento 
Processing Center, not to 
mention the worst economic 
conditions in decades, with 
commercial real estate values 
in a free fall. 

But, as Bill Murray once said, 
“we’re willing to learn”. And 
there it was: the proposal 
allows current PCLP lenders 
to trade their existing loan 
loss reserve, at 100 basis 
points, for a one time fee of 
25 basis points. 

The “historic” loss rates used 
to arrive at the 25 basis 
points are the result of a 
decade of economic growth 
and constant increases in 
real estate values, not what 
we have experienced for the 
past year. 

I would bet that over the 
next 24 months, we will see 
a significant increase in the 
loss rate and find that the 
100 basis point loss reserve 
will be inadequate to cover 
losses. No wonder they 
want to change the program 
now — before the losses hit. 
Right. Sorry folks, I’m still in 
the truck. 

NADCO agreed to a 
modified version.

NADCO was asked to sup-
port this proposal and to 
assist in getting legislation 
passed to effect the program 
changes. The NADCO Board 
agreed to support a modified 
version: the 25 basis point 
fee would be acceptable 
for the first year of the pro-
gram, with the fee thereafter 
adjusted annually to reflect 
the individual loss rate of 
each CDC participating; that 
lender oversight increase 
significantly, along the lines 
of bank oversight; that the 
new fee begin with new 
business, upon approval and 
implementation of the “new 
PCLP” program and not be 
used as a bail-out (son of 
TARP?) of current loan loss 
reserves held by PCLP 
lenders, which may very 
well prove to be wholly 
inadequate to cover losses 
over the next year or two. 

While the devil is in the 
detail, I think the NADCO-
supported proposal has a 

lot to like about it. I don’t 
think the 25 basis points 
will be adequate but the 
notion of the fee based on 
each lender’s loss perfor-
mance makes a lot of sense 
and may return the program 
to a tool to finance higher 
quality credits. 

We’ve been advocating 
increased lender oversight 
for some time and feel it 
will only make the program 
better, while lowering 
borrower costs. 

Would we participate in 
such a program? Probably, 
though I’ll answer that ques-
tion if/when the changes 
are made and when this 
recession-depression is 
some distance behind us.

The NADCO-supported 

proposal has a lot to 

like about it.

No wonder they 

want to change the 

program now — before 

the losses hit.
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The Southland

Dana L. Kelsch

Dana L. Kelsch has joined Southland as 
an Administrative Assistant. 

She has several year’s experience in the 
lending business and is eager to learn 
more about the SBA loan process. 

Dana is a team player and her bright 
smile enhances our beautiful new suite.

Dana’s interests include walking on the 
beach, playing lacrosse, and running 
marathons.

Southland Welcomes New Staff Member Dana L Kelsch

Matt VanderMeer (Loan Officer) and 
his wife Shannon welcomed their 

baby son, Cordell Matthew, last December. 
He was 8 pounds, 20 inches. What a cutie!

Cordell Matthew VanderMeer with big sister Scarlett

Matt VanderMeer, Welcomes
New Son, Cordell Matthew
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Direct Phone Direct Fax   E-mail

    Jim Davis, President 714-868-0004 714-868-0005   jd@southlandedc.com

    Matt Davis, VP Loan Production 714-868-0010 714-868-0011   mdavis@southlandedc.com

    John Welton, VP Loan Operations 714-868-0008 714-868-0009   jwelton@southlandedc.com

    Pam Albo, VP Administration 714-868-0006 714-868-0007   pama@southlandedc.com

    Robert Dodge, Sr. Loan Officer 714-868-0012 714-868-0013   rdodge@southlandedc.com

    Mayra Soto, Loan Officer 714-868-0014 714-868-0015   msoto@southlandedc.com

    Matt VanderMeer, Loan Officer 714-868-0016 714-868-0017   mvandermeer@southlandedc.com

    Patrick Richey, Credit Analyst 714-868-0018 714-868-0019   prichey@southlandedc.com

    Dot McNiff, Accounting Coordinator 714-868-0030 714-868-0031   dmcniff@southlandedc.com

    Lori Lilly, Loan Servicing Supervisor 714-868-0020 714-868-0021   llilly@southlandedc.com

    Beatriz Marino, Loan Servicing Coordinator 714-868-0022 714-868-0023   bmarino@southlandedc.com

    Hilda Venegas, Loan Servicing Coordinator 714-868-0024 714-868-0025   hvenegas@southlandedc.com

    Javier Jimenez, Business Loan Representative 714-868-0028 714-868-0029   jjimenez@southlandedc.com

    Stephanie Reyes, Loan Closing Coordinator 714-868-0026 714-868-0027   sreyes@southlandedc.com

    Dana Kelsch, Administrative Assistant 714-868-0034 714-868-0035   dkelsch@southlandedc.com

     Maria Mata, Loan Officer, San Diego 858-578-1504 858-630-4937   mmata@southlandedc.com
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