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Housing Preservation Grant (HPG) Program Overview

Section 533 Program
Program Goal

Provide grants to nonprofits and public bodies (“intermediaries”) to fund repair and rehabilitation work on homes owned by low income rural residents, affordable rural rental housing projects, or housing co-ops.  

NOTE:  The HPG program is not directly available to homeowners or tenants; instead they may receive assistance from the organizations that receive HPG funds. 

Nature of the Program

HPG recipients use the HPG grant funds as either loans, grants, or interest subsidy in financing housing repair work.  Grantees are encouraged to establish a revolving loan fund for continuing housing repair activity.  

HPG grant funds must be expended within 2 years of their award.  

Size of Grants

California typically receives about $300,000 per year of HPG funds that are awarded competitively.  Typically, no HPG grantee should expect to receive more than $100,000.

Eligible Grant Recipients

Nonprofit corporations and public bodies (inc. housing authorities & tribes) only.  
The applicant must have sufficient qualifications and experience to develop and operate a housing rehab program.

The applicant must have adequate financial resources to conduct a housing rehab program.

Eligible Housing Rehab Beneficiaries

Rehab projects must be in a rural area – typically in unincorporated areas and cities of  less that 10,000-25,000 population.

HPG grantees may provide housing rehab funding for:

Homeowners  

The assisted household must be low income – 80% of HUD Adjusted Median Income or less.

The assisted household must have owned their home for at least one year.  
Rental properties 

Tenancy at the property must be restricted to low income households – 80% of Area Median Income – or less.

The owner must agree to rent only to low income households for at least 5 years and provide tenants various rights.  
Authorized Rehabilitation Purposes 

HPG funds may pay for not more than 75% of the cost of any single housing repair project.

HPG grantees may use HPG funds for:

Essential rehabilitation costs – labor & materials costs for water & waste disposal systems, plumbing, energy conservation (including insulation, windows, & doors), heating systems (including wood stoves), electrical wiring, foundation & structural work, roofs, siding, porches, accessibility needs.  Housing additions may be financed to alleviate overcrowding or remove hazards.

Non-essential rehabilitation costs – provided it does not exceed 20% of a repair project cost, HPG funds may additionally be used for painting, paneling, floor covering & carpets, closets & shelving, kitchen cabinets, air conditioning, & landscaping.  

Incidental expenses – costs directly related to the rehab work, including utility hookup fees, credit reports, closing costs, inspections, architectural & technical services.  

Administrative costs – no more than 20% of the HPG funds may be used for the grantee administrative costs; any administrative costs that are paid must be reasonable & necessary and clearly associated with HPG rehab projects.  

Manufactured housing – may be repaired provided the housing is or will be put on a permanent foundation. 

Relocation costs – when necessary in the rehab of affordable rental housing.

Replacement housing – if is not economically feasible to repair a house, up to $15,000 may be funded for a replacement.

Debt refinancing – refinancing is not authorized unless the obligations were incurred for eligible costs after HPG closing.

Administrative charges – HPG grantees may not charge those assisted any fees for technical or administrative services.
Leverage & Financing Structure

Leveraging with other financing sources is necessary because HPG funds cannot be used for more than 75% of any housing rehabilitation project and cannot pay for more than 20% of the administrative costs associated with the rehab program.  Priority points are awarded for leveraging. 

Application Process

USDA requests HPG preapplications once-a-year – typically around the end of the year – through a “NOFA” (Notice of Funding Availability) published in the Federal Register.  The current NOFA is available online at: 

http://www.rurdev.usda.gov/rd/nofas/index.html
The NOFA invites interested parties to submit a preapplication to USDA’s Yuba City office. 

Total HPG requests often exceed funds available, so preapplications are chosen based on their priority score. Priority scores are based on:  the extent to which rehab projects are targeted to very-low income households (20 points); % leveraging (20 points); applicant experience in conducing housing rehab programs (30 points); the extent to which projects will be only in very small communities (10 points); the extent to which HPG funds will not be used for administrative costs (5 points); & emphasis on alleviating overcrowding (5 points).

Normally within 90 days, USDA selects the preapplications that will receive further consideration and requests a complete application.  From receipt of complete application, approval takes about 60-90 days. 

Acceptable projects receive a letter of conditions from USDA, outlining loan approval conditions.  The HPG grant is closed once all USDA conditions can be met.

Until all grant funds are disbursed, USDA oversees grant usage and conducts routine site visits & project oversight.  

Operational Issues

Rehab projects – HPG grantees are responsible for receiving & processing housing rehab proposals, verifying and documenting the eligibility of rehab beneficiaries and projects. 

Fair Housing & nondiscrimination rights must be afforded to all rehab project applicants.  

Environmental considerations – HPG grantees must verify whether rehab work will be done in floodplains, wetlands, or on historical properties.  If so, USDA will require additional environmental review before proceeding.

Davis-Bacon wage requirements are not activated by the use of HPG grants.  

Inspections – All rehab work must be inspected by a third party (which may be the county/city building inspector).

Quarterly reports – Until HPG funds are exhausted, grantees must provide USDA with quarterly performance reports.

Final report – Once all HPG funds are expended, the grantee must provide a final report of accomplishments.  

Long-term monitoring on rental projects – If affordable rental housing projects receive HPG rehab, the grantee must annually confirm that the rentals continue to be run as affordable housing for the agreed-upon restrictive use period.

USDA supervisory visits may be conducted to verify compliance with HPG guidelines.  

Financial management system – HPG grantees must maintain adequate accounting of the expenditure of HPG funds.  

HPG Regulations & Forms

Regulations are available online at:  http://rdinit.usda.gov/regs/regs/pdf/1944n.pdf
Forms are available online at:  http://rdinit.usda.gov/regs/formtoc.html
More Information

If you wish to be contacted when USDA’s annual NOFA is published, please send an e-mail to linda.eveland@ca.usda.gov
To obtain more information (including forms), please contact USDA Rural Development-California’s Farmer-Owned FLH Coordinator Linda Eveland (530-934-4614 x123 or linda.eveland@ca.usda.gov ) at 132 N. Enright Ave., Ste. C, Willows, CA 95988.

Or you may contact Jeff Deiss (530-792-5830 or jeff.deiss@ca.usda.gov) in the Multi-Family Housing Section of the California State Office, 430 G St., #4169, Davis, CA 95616-4169.

USDA Rural Development is an equal opportunity Lender, Provider and Employer.
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