



CDBG/HOME Revolving Loan Program Shutdown Staff Report
	
At the June 2, 2026 meeting of the CDBG Loan Review Committee, staff presented the current status of the CDBG/HOME Loan Portfolio and costs to administer the portfolio and ongoing programs. The Committee unanimously agreed that the best course of action is to seek program shutdown, which would include returning unused CDBG/HOME Program Income to the State and forgiving outstanding loans.

Background
The County participated in revolving loan programs administered by local community- based organizations intermittently for the past 40 years. The loan payments made on those loans plus interest earned on the balances of the funds constitute Program Income (PI). PI is restricted and can only be used for specific activities, which require an application to, and approval by, the State. Historically, the County used a portion of PI to cover the costs associated with the specific accounting requirements and State reporting. However, in January 2024 the State issued a Program Income Policy that prohibited the use of PI without being in a contract for a current CDBG program or project.

Over the past five years, the County used PI for three projects that allowed the County to spend down PI and have access to PI to cover administrative costs. Those projects are now closed so PI can no longer be used. We are halfway through a new money grant that includes $12,000 to cover the County’s general administration. Those funds will be depleted in the next month.
 
Staff Analysis
The County has 24 outstanding loans (within 18 different funds) comprised of:
1) 4 First Time Homebuyer [HOME Funds] – no payments, 0 interest, payable at change of title

2) 11 Single Family Rehabilitation [CDBG Funds]
· 3 with no payment, 0% interest, payable at change of title
· 3 with $25 monthly payment, 0% interest, payable at change of title 
· 4 with monthly payments
· 1 that has been abandoned and deemed uninhabitable. The Committee approved writing off this loan at the June 2, 2026 meeting.

3) 9 Small Business [CDBG Funds] – All have gone out of business and collateral is no longer viable. The Committee approved writing off these loans at the June 2, 2026 meeting.

The County is required to monitor all of the housing loans for compliance with the CDBG program for a minimum of 5 years, and minimum 15 years for the HOME program. Beyond the minimum requirement, the County is required to monitor the loans according to the terms written in the loan agreement based on the County’s Guidelines. The Guidelines require the County to monitor for the life of the loan, which can be over 20-40 years in the case of deferred loans. Monitoring includes annual Owner Occupancy certification, tracking insurance coverage and bi-annual property tax payment. When loans are paid off, staff must complete the reconveyance process. These tasks take approximately 250 hours at $50/hour (approximate blended rate of various staff, including County cost of benefits, taxes, etc.), equaling approximately $12,500 per year.

Monthly, Community Development staff issue invoices, processes loan payments, and balances each of the funds. The Auditors Office must also process each of the payments. Quarterly, the receipts need to be monitored and reported to HCD when they exceed $35,000. Annually, the revenue from eight funds need to be “rolled up” to the primary Program Income (PI) and General Administration (GA) funds, the Loan Outstanding balances need to be updated in the County Auditor’s records, and a single audit process must be done for the CDBG funds. In addition to the above, each of these funds need to be included in the annual County budgeting process. These tasks take approximately 800 hours at $50/hour (blended fully loaded rate of various staff required) equaling $40,000 per year. The County also incurs the cost of Mortgage Office software program (approximately $7,500) and other office expenses (e.g. postage, etc.). The annual amount to CDD to administer the program is over $60,000 per year. The Auditors Office and County Administrators Office also incur staff expenses.

As stated in the State’s CDBG Program Income Policy, “Per 24 CFR Part 570.489(e), Program Income (PI) is the gross revenue received by the Grantee and its subrecipients directly generated from the use of CDBG funds, including revenues generated using PI. PI that results from activities funded through the State CDBG program is considered by HUD to be additional State CDBG program funds and is subject to all CDBG program requirements.” Therefore, loan payments received by the County may be held in our funds, but they are State CDBG funds. In order to use the income, the County must develop a CDBG eligible program/project, then apply to the State as if requesting a new CDBG grant, then enter a Standard Agreement. The application is complex and can take several months to over a year before Standard Agreement execution. County staff time to develop a new project, write the application, conduct public meetings and environmental review, etc. must be covered by other County funds (i.e. General Fund, Planning fees, etc.). However, it is eligible for reimbursement out of the CDBG PI funds if and when an application is approved and a Standard Agreement executed. This is also the case for General Administration (GA) costs associated with ongoing loan monitoring and servicing, and State reporting requirements. But, GA funds can only be used as part of a current project/program. Additionally, the amount of funds available for GA is capped at 17% of the prior year’s PI receipts. For FY 25/26 and 26/27, there is a total of $12,000 available (through the current Protein and Produce Standard Agreement) to cover GA. 

The County has approximately $460,000 (Attachment A) in CDBG PI. A new PI application and environmental review was started, but further discussions with the State are necessary before we will know if it can proceed. Therefore, it is possible that the County will need to absorb the excess GA costs in FY 26/27.  

Currently, the Community Development Department has a short-term, part-time worker experienced in CDBG to assist with General Administration plus oversight of the Protein and Produce project that will be completed in December. It does not have adequate staffing to support an ongoing CDBG program, nor does it have the resources to hire additional staff. Additionally, the County is facing a budget deficit in FY 26/27. Therefore, the Department seeks to minimize ongoing, uncovered costs through shutting down the CDBG/HOME revolving loan program. 

The State was consulted and they advised the County to revise Guidelines to include a section on loan forgiveness (Attachment B). They also directed staff to review Section 103.A of the Program Income Policy (Attachment C) in regards to remitting on hand PI.  

It should be noted that Program Income could be “defederalized” if annual receipts are less than $35,000 per 24 CFR Part 570(e)(3)(ii), but it’s difficult to predict year-by-year. Below is a table of receipts over the past five years and the maximum amounts of GA per year.
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Staff/Committee Recommendation
If approved by the Board of Supervisors, the following will be implemented:
1. Revise Guidelines to include forgiveness of loans that have met the National Objective (CDBG: 5 years occupancy by low/mod household.  HOME: 15 years occupancy by low/mod household.);
2. Board approve forgiveness of outstanding loans that have met the National Objective;
3. Remit PI balance to the State; and
4. Reconvey forgiven loans
5. If the State requires that the County pass a specific resolution, it will be brought to the Board on consent calendar. 
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FY Receipts 17%

21/22 160,378      27,264       

22/23 52,584        8,939         

23/24 58,043        9,867         

24/25 251,769      42,801       

25/26* 15,367        2,612         

* Through first half of the year.


