
Completing A 523 
Grant Application

T&MA Contractors



Introduction 

• Should take 3 to 4 months
• A working relationship with 

Rural Development is critical 
• Your T&MA (Technical and 

Management Assistance) 
Contractor is available 
throughout the process



New organizations must pay for:

• The cost of developing the application 
(staff time, house plans, marketing, securing land, 
etc.)

• Feasibility study-A Handbook is 
available

• Program and organizational 
development

• This can be costly…be prepared!



Application Processing Checklist

 RD has a grant checklist

 Exhibit G is for both New 
Construction and Rehab

 This new checklist came out 
on 10/24/24 as PN 626



1. Standard Form 424A
 Standard Form 424, “Application for 

Federal Assistance” and Intergovernmental 
Review Response 1994.410(e)

 First thing that reviewers see, sample in 
Handbook

 Provides RD with all of the pertinent 
information about the project – how many 
homes, time period, area, funding, etc.

 Must be complete and signed



2. Waiting List of Participants

Waiting list should include:
 Information on potential applicants interested in participating in 

the self-help program
 Names, addresses, phone number, number of persons in the household 

and total annual income is required
 Date of initial contact not required but helpful for marketing & recruitment 

(Sample in Handbook)
 Also track demographic information to help RD with its compliance review 

and civil rights impact survey  
 *BP Aim to have at least three times as many potential participants as 

would be needed to complete the grant



3. Proof of Qualified Participants

 Proof is required that participants in the first group have 
qualified for assistance or been determined “eligible” by RD 

 Proof of Eligibility RD Handbook Letter 16 from RD
 Many grantees request that this be a condition of grant closing
 The grant cannot close until proof of the first group is provided
 For rehab, 10% of participants should be qualified



4. Lot Options for First Group

 Land for the first group must be in 
control
 Purchase agreements
 Copy of deed if owned
 Option agreements 

 Include a narrative identifying number 
in first group, how land is controlled, by 
whom, when it will be purchased and 
where it is located

 Consider CCRs (covenants, conditions & 
restrictions) when looking for land



For Rehab Application

• List potential 
homes for sale or 
owner-occupied 
homes identified 
for repair

• Use MLS listings or 
another source



5. Evidence of Lot Availability
 Evidence of lot availability for remaining 

groups is required
 Lists of available lots, maps and prices are 

required
 Include a narrative summarizing what land is 

available, whether site development is 
required, timeframe for completion

 For rehab, include list of potential homes



6. House Plans, Specs, Detailed Cost Estimates 

 Certified house plans are required 
for EVERY model that will be built 
during the grant period
 Specifications are required for 

every model and for every family 
in the first group
 Detailed cost estimates are 

required



Rehab Process
For rehab, describe the process of:
 Obtaining home inspections
 Contractor selection processes
 Sample work order list
 Cost estimating
 Scope of work selection
 How cost savings will be 

calculated



House Plans

• Certified house plans are 
required for EVERY model 
that will be built during 
the grant period.

• A complete set consists of 
plans and blueprints which 
have been certified by an 
architect or engineer 
licensed in your state. 



Design Requirements

The design must meet RD’s requirements which include: 
 Must follow local and state building codes
 At a minimum, the home needs to meet RD’s Thermal 

Performance Standards (1924-A, Exhibit D)
 RD’s Area Loan Limit
 No smaller than 400 sq. ft (exceptions can be made based 

on tiny home communities)
 No income producing facilities



Developing Specifications

• After selecting house plans, develop a 
specification sheet

• If an architect is providing the plans, 
ask them for the spec sheet

• Use Form RD 1924-2, “Description of 
Materials” 

• One spec sheet should be used 
for each participant in the first 
group or at least for each house plan



The “Description of Materials” Form 1924-2 is required 
https://forms.sc.egov.usda.gov/eForms/1924-2

Each set of plans must also have a plan certification 
https://forms.sc.egov.usda.gov/eForms/1924-25 

Contact your T&MA Contractor or RD if you need assistance  

Material identification should be detailed

Attach additional sheets if necessary and manufacturer’s specification sheets for 
equipment and/or special materials

https://forms.sc.egov.usda.gov/eForms/searchAction.do
https://forms.sc.egov.usda.gov/eForms/searchAction.do


Inspect every spec sheet for accuracy and completeness

If questions arise, the plans and specs submitted will be used by RD

Use the Guide for Inspection of Construction of Dwellings and Buildings 

Construction supervisor responsible for completing the specs submitted in each loan 
application

The State and the RD State Architect must approve the plans and specifications



Cost Estimates

• One of an agency’s primary responsibilities is to 
accurately estimate the cost of each participant’s home 
before it is built

• These cost estimates must be accurate, they eventually 
become the participant’s 502 mortgage

• Avoid estimates that are unrealistically low
• Cost estimates can include up to a 5% contingency for 

unforeseen costs, but try not to underestimate costs



Subcontractor Bids

• After obtaining subcontractor bids:
 Interview the potential subcontractors
 Ask for and check client references
 View their past jobs
 Determine their integrity and timeliness
 Get a copy of their license and insurance coverage – check the expiration date 

of both
 Provide a list of potential subcontractors to RD for the DNP portal check

• Include the participants in this process, they will be signing the contracts 
• Advise the participants, explain benefits and drawbacks concerning the 

subcontractors



Preparing House Designs

A General Flow of Events

I. Research Building Standards

 Determine local building codes

 Determine acceptable RD design

II.  Select House Designs
*BP Have the house designs approved by RD as early as possible to 

ensure they meet RD standards

III. Get Plans Certified



Preparing House Designs

IV. Estimate Costs for Each House Design

 Prepare material take-offs

 Determine which construction jobs to subcontract

 Issue request for bids, evaluate bids, select suppliers and 
subcontractors

V.  Involve Individual Families
 Each family selects their lot and house plan



Preparing House Designs

VI. Prepare house documents for 502 Dockets
   (for each household)

 Detailed house plans and specs
 Plot plan
 Water/waste disposal system (if  applicable)
 Cost estimate

VII. Send Docket to RD for Approval
VIII.Send House Documents to Local Officials

 Obtain building permit
IX.  Construction



Construction Contract

• See Guide for sample 
of the RD Construction 
Contract, Form RD 
1924-6

• Other contracts can be 
used with approval 
from RD



7. Staffing Needs and Hiring Schedule

Prospective Employees



8. Authorized Representative of Applicant



Board Signed Statement



9. Budget Information – Non-Construction

Requirements:
 424-A-Budget Information 

(Non-Construction 
Programs)

 Detailed Budget
 Detailed Budget 

Narrative



Use of Funds



10. Indirect or Direct Cost-Exhibit S of 1944-I 

An approved direct or indirect cost policy must be submitted
•Document the indirect cost rate, if the organization already has one
• If single funded and using direct cost, the budget narrative approved by the Board 

will be the direct cost policy

If a new indirect policy is needed:
• Prepare proposal for submission to the Department of the Interior (DOI) for 

approval and include proposal in application
• DOI will not review proposal until grant is approved
• You could also elect to use the 10% de minimus rate
• Exhibit S of 1944-I provides information on Indirect Cost Rate Negotiations



11. Monthly Activities Schedule 
A finalized monthly activity schedule is necessary.
Monthly activities schedules allow for:

 Setting specific goals
 Identifying time targets
 Identifying potential problems and opportunities
 Improving decision-making process
 Focusing on grant activities to results

 Recruitment
 Loan Closing
 Construction



12. Personnel Practices and Procedures 

 A copy of the most recent personnel policies is required
• Must be in compliance with federal, state and local laws that affect 

employees
 Personnel forms also need to be included in the application and should 

include:
 Time Sheets
 Travel Advance Requests
 Mileage Forms
 Leave Requests
 Employment application



13. Authorizing Resolution

• A resolution must be adopted by the Board of Directors (or 
other governing body):

• Authorizing one or more specified persons to act on 
organization’s behalf. It must state that they are able to:
Sign the Grant Agreement, 1944-I, Exhibit A
Sign Form RD 400-4 “Assurance Agreement”
Work with RD on the self-help program
Must include person’s name, title, address

• Sample in Application Handbook



14. Assurance Agreement

 RD Form 400-4
 Commits your organization to 

carry out the provisions of Title VI 
of the Civil Rights Act of 1964
 Include a signed copy of this form
 Sample form in Application 

Handbook



15. Fidelity Bond Coverage

 Provide evidence of adequate fidelity bond coverage/ employee dishonesty 
insurance
 *BP Amount of the coverage should be at least equal to the amount of funds and 

property the organization will have at anytime
 All staff who have authority to make purchases, execute contracts or sign 

checks should be covered 
 Read 2CFR200, deals with “Bonding and Insurance”

o Determine how it applies to you
o Review it with a lawyer and accountant

 Complete form RD 440-24 “Position Fidelity Schedule Bond Declarations” to 
demonstrate compliance



16. Evidence of Interest-Bearing Checking Account 
and Statement of Repayment of Interest

 Submit a copy of the account agreement of your two-signature 
interest-bearing checking account 

 Include a signed statement saying that the organization will 
return, on a quarterly basis, any interest earned in excess of 
$500 per year
o If the grantee is a public body, interest in excess of $100 must be repaid. 

 Reference 1944.411(g) for a waiver if necessary



17. Group/Participation Agreement 
(including Exhibit B-2)

 Include a copy of your agreement (Samples in Handbook)

 It must include Exhibit B-2, indicating the breakdown of construction (for 
new construction)—Must reflect at least 65%

 *BP Each member of the group must read the document or have the 
document read to him/her, thoroughly understand it, and sign it

 *BP The enforcement of the membership agreement is key to the success of 
the program

 For Rehab, include Rehabilitation-Participation Agreement including Exhibit 
M-2 of 1944-I



18. Request for Obligation of Funds Form RD
 Include this completed form, RD 

1940-1
 At item 45, on the back, have the 

authorized representative sign and 
date the form
 See Application Handbook for 

sample



19. Self-Help TA Grant Agreement



20. Certification Regarding Lobbying

Include a signed and dated RD 
1940-Q, Exhibit A-1

See Handbook for form



21. Statement of Compliance

 Include a statement that the organization complies with 
the requirements of the appropriate 2 CFR 200, 400 & 
415 (or 2CFR 200, 400 & 416 if a state or local government)

 Know what you are agreeing to - 2 CFR 200 establishes 
uniform requirements for administration of grants
 Authorized rep must sign and date it
 Usually on agency letterhead
 See sample letter in Application Handbook



22. RD Area Managers’ Recommendation



23. T&MA Contractor’s Review/ Recommendation



24. National Office Review



25. Narrative Statement

• The narrative statement should begin with a short paragraph 
that summarizes:
Amount of Request
Area to be served
Number of proposed homes
Housing conditions of low income families and NEED
Evidence of community support



For a Rehab Grant

In addition to the above provide: 
 Include policies and procedures for the program
Minimum / Maximum rehab cost per home
 Relocation policy, if any



26. Current Financial Statements 

 A financial statement is required and should be prepared by 
an accountant (or by the sponsor’s accountant), and must 
be no more than 12 months old

 Must be dated and signed by the Executive Director or 
Board President

 Needs to show the specific nature of assets and liabilities
 The most recent audit is also required
 If using a sponsor, the same type of financial statement is 

required of them



27. Outreach Plan for Very Low Income

A plan is required of how you propose to reach the very low income families
 It is important to reach families that are living in housing that is 

deteriorated, dilapidate, overcrowded or lacking in adequate 
plumbing

 VLI- Minimum of 40% of total families building in program should be 
VLI

 Develop a marketing strategy that will reach and recruit the families 
needed for your program



28. HUD Fair Housing Marketing Plan 935.2B 

Affirmative Fair Housing Marketing Plan
• HUD Form 935.2b, required 
 Follow instructions
 Use accurate information
 Marketing plan designed to attract those “least likely to apply”
 Special outreach for those groups required
 Plan approved and monitored by Rural Development 
 See Form in Application Handbook



29. Determination of TA Grant Amount (for new construction)

 Amount of grant depends on experience and capability 
of applicant
Must be justified based on the number of participants 

assisted
 Three methods for determining grant (four including 

rehab)



Method A
• Method A: The Equivalent Value of Modest Housing 

(EVMH) x 15% x Number of Homes Proposed = 
• Maximum TA Budget
 $________ x .15 x _____ = $____________

• Example:
EVMH = $160,000 x .15 = $24,000 (TA per home) x 21 
homes = $504,000 (amount of grant request)



Methods B and C

• Method B: 
 EVMH – Average mortgage - $1,000 = Maximum TA cost per 

house (This can only be used by experienced grantees or 
 those who know what their mortgages will be.)

Example: $160,000-$134,000-$1,000=$25,000

• Method C: 
Amount established by the State Director to accomplish a 
particular goal

• *BP Use worksheet in Application Handbook to calculate maximum per unit TA amount



Determination of TA Grant Amount
 (for rehab) 1944-I Exhibit M-2

 Rehab is determined by a negotiated amount with USDA 
Rural Development
 The goal is to have the TA cost be less than or equal to 

the cost savings of the participants
 There are 3 ways to determine cost savings
 See Application Handbook for examples



Repair & Rehabilitation Methods for Calculating TA

1. Contractor Cost Savings
Compares contractor bids or estimating software costs to 
participant work

2. Appraised Value
Compares the improved cost of the home to the appraised 
value

3. Hourly Rate of Labor Contribution
Establishes an hourly rate for the job and multiplies the number 
of hours the participant will work



30. Intergovernmental Review Submittal

 This section needs to contain proof that the application 
was submitted to the appropriate state official for review
 Not all states have this requirement
 Google SPOC (State Single Point of Contact) list for state contacts (list 

for 2020 in Application Handbook)

 If required, send the SF-424 and SF-424A along with a 
narrative – the whole application is not needed



31. Civil Rights Impact Analysis Certification, Form 
RD 2006-38

 Form RD 2006-38     2006-P, 2006.754(b)
 Rural Development will complete this form
 Hold a spot for this in the application
 Required Postings



32. Compliance Review (pre-award) 

 Hold a section for this to be added later by RD
 RD may request that the grantee complete Section 1, 

Statistical Information
 Demographic information for interested applicants and 

participants should be kept to provide to RD
 Sample form 400-8 is in Application Handbook



32. Compliance Review (pre-award) 

 RD reviews documents as well as buildings to verify 
compliance with accessibility. 
 Complete Grantee Compliance Review Questionnaire or 

Self-Evaluation
 Collect data on self-help applicants and maintain records 

of demographics
 Updated information is in the Application Handbook-Tab 

32



33. OGC Review (if necessary) 

 If necessary, RD may send organizational documents for 
OGC for their review
 Hold a section for this to be added later by RD



34. Previous Experience
RD requires that the organization have the financial, legal, and 
administrative capacity to carry out the responsibilities of the grant. 

A narrative statement about the organization’s previous experience and 
capacity to carry out the Grant Agreement is required. It may include:

 Summaries of previous and current RD funded programs
 Summaries of previous and current other programs
 Description of current capabilities (management, admin, staffing, financial, etc.)

 Experience or capability of relevant staff and Board members
 Objectives of the organization
 One must be “Production of affordable housing”



35. Organizational Papers

 Reference to State Law
 Articles of Incorporation (certified, signed and dated)
 Bylaws (certified, signed and dated)
 Certificate of Incorporation
 Evidence of Good Standing from Secretary of State
 Board list (5+, names, addresses, titles)
 For smaller orgs, less than 5 staff members, boards of 3 OK

 Evidence of non-profit status--501(c)(3) certificate
 If another organization is a member of your organization – its name, 

address and principal business
 If not formally organized, submit proposed documents



Putting the Application 
Together



Required Application Format

• The format of the application is very important
• Rural Development requires that the information be in 

a specific order
• Applications are encouraged to be submitted 

electronically
• Tabbed PDFs are best
• Sections must correspond with item numbers on RD 

checklist



Application Format



Know the Program

 *BP RD instructions provide policy, guidance, and basis 
for the program operations. Be familiar with them. 
 Use the internet as needed to look up regulations and 

information, https://www.rd.usda.gov/page/regulations-and-
guidance 

 *BP Know 1944-I!
 Please refer to the Application Handbook for a list of 

other regulations to become familiar with

https://www.rd.usda.gov/page/regulations-and-guidance
https://www.rd.usda.gov/page/regulations-and-guidance


Regulation and Guidance

• BP You can print out the 1944-I and HB-1 3550 but these 
instructions change often, so we encourage the use of 
the internet

https://www.rd.usda.gov/files/1944i.pdf
https://www.rd.usda.gov/files/hb-1-3550.pdf


The End and Good Luck!
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