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                     PA AN No. 1229 (HB-1-3550) 

                                 May 23, 2008 
 

SUBJECT:      Section 504 Funding / Marketing & Management Control Issues 
 
            TO:      All Rural Development Employees 
             Rural Development, PA 
 
PURPOSE/INTENDED OUTCOME: 
 
This Administrative Notice (AN) is issued to implement the annual state policy that, 
when Section 504 Grant funds are insufficient to fund all requests, priority will be given 
to those applications for assistance to remove an immediate health or safety hazard.  In 
order to maximize the use of available funds, and to assist more eligible applicants, 
additional priority will be given to those applications that include a Section 504 Loan that 
consists of at least fifty (50) percent of the total Rural Development assistance.   
 
COMPARISON WITH PREVIOUS AN(s): 
 
This PA AN replaces PA AN #1212 dated January 19, 2007. 
 
IMPLEMENTATION RESPONSIBILITIES: 
 
Each 504 Grant application will be prioritized based on the needed "development work" 
and the contribution of "participation resources".  This may require two (2) or more 
account numbers in Unifi for a single application. 
 
Development Work: 
 
All items of development will be prioritized as follows using the numerical category ("1" 
or "2"): 
 
"1" - Must be funded immediately.  Items of development funded in this category 
represent an immediate health and/or safety hazard, or to remove Code deficiencies.  
Examples of this type of development could include, but not be limited to, the following: 
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Furnace repair or replacement, repair or replacement of the roof, electrical repairs and 
upgrades, repair to provide adequate dependable water and sewer systems and correction 
of structural defects.  Please note that tap on fees and hooking up to the public sewer 
should not automatically be considered category "1" development work, if the current on-
site system is functioning properly. We do not want funds sitting unused in a supervised 
bank account, for an extended period of time; nor do we want to cause the homeowner 
undue hardship and expenses if funds are not available when sewer hookup is required. 
The Area Specialist (Team Leader) needs to use his/her best judgment when approving 
these requests.   
 
"2" - All other items of development which do not remove an immediate health and/or 
safety hazard are placed in this category. 
 
Participation Resources: 
 
Participation resources can be monetary or non-monetary and include, but are not limited 
to, the following: 
 

504 Loan (Grant/Loan combination) where at least fifty (50) percent of the Rural 
Development assistance is provided from the loan.   
 
Cash from the applicant deposited in the Supervised Bank Account (SBA) along with 
grant funds.  The amount or value of the contribution must be documented in the case 
file.  Good judgment should be exercised in determining that the amount of 
participation resources represents a reasonable amount considering the amount of the 
grant request, the applicant’s financial situation, repayment ability, etc.   

 
Leveraged funds from such sources as Community Development Block Grants 
(CDBG), Housing Preservation Grants (HPG), Redevelopment Authority Grants, 
Pennsylvania’s County Housing Trust Fund Program, known as Act 137, etc. 

 
Contribution of free labor/materials. 

 
 
If the application contains participation resources, it will be identified as an "a", no 
participation resources will be identified as a "b". 
 
Priority:   
 
Applications will be prioritized as follows: 
 
 "1 a"      Priority Development with Participation 
 "1 b"      Priority Development with no Participation 
 
 
 "2 a"      Non - Priority with Participation 
 "2 b"      Non - Priority with no Participation 
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Budget Review: 
 
Budgets should be carefully reviewed to ensure they are realistic and accurate.  Figures in 
the budget can be compared to consumer expenditure tables found at the U.S. Department 
of Labor, Bureau of Labor Statistics web site at www.bls.gov/cex/home.htm#top . At this 
web site, you have a number of options as to the data you select for comparison. The 
table that was used for our presentation at the May 2006 Housing Meeting was the "Two 
Year Tables", survey 2003-2004 data, and we used the "Age of referenced person by 
income before taxes". Since our applicant was 66 years of age, we then selected the data 
from the 65 or older category, which produces table 30 (which was discussed at the 
training) from the data base.  The web site has survey 2005-2006 data now posted. 
 
Another good data source for food budget information is located at the Center for 
Nutrition Policy and Promotion at www.cnpp.usda.gov . Once you’re at that site, click on 
"USDA Food Plans: Cost of Food". The web site has current information food costs 
based on household size. Both of the web sites mentioned above are very helpful to 
ensure that proposed budgets are realistic. 
 
Grant requests with less than 50 percent participating resources: 
 
Any grant request that does not have at least fifty (50) percent of the total Rural 
Development assistance as participating resources will need the Area Specialist’s (Team 
Leader) concurrence that the budget is accurate and realistic prior to approval.   
 
Section 504 Allocations:  

 
Due to the limited amount of funds allocated to the 504 Repair Program this year, the 
Pennsylvania State Office will hold all allocations in reserve so that the funds can be 
utilized in a more timely and efficient manner in Fiscal Year 2008.  Funds will be 
requested and distributed on a first come, first serve basis for loans and grants that are 
ready to be obligated immediately; however, the State Director retains the authority to 
allocate funds consistent with the objectives outlined in RD Instruction 1940-L.   
 
Area Offices are expected to maintain their respective waiting lists for funding.  The 
State Office will notify the Area Offices when funds are received from the National 
Office.  The Area Offices will then forward their “request for funding” list via e-mail to 
the State Office.  The State Office will then issue an e-mail back to the Area Offices 
listing the loans and/or grants that are authorized to be obligated.  Once the funds are 
exhausted, any funding requests that were not approved will go back to the respective 
Area Office to be placed back on their waiting list for additional funding to become 
available 
 
The breakdown of the utilization of funds for Section 504 loans, loan/grant combinations, 
and grants should be monitored in the Area Director Quarterly Report. 

 
Severe Hardship Cases: 
 
Upon receipt of the quarterly allocation, each Area Office should fund their pending 
applications in order of priority by application date, starting with severe hardship cases.   
  
 

http://www.bls.gov/cex/home.htm#top
http://www.cnpp.usda.gov/
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Severe hardship cases would include, but not be limited to, situations where the 
applicant’s furnace needs to be repaired or replaced, during the heating season, or the 
applicant is without potable water.   
 
State Director’s Reserve for Grant requests in conjunction with a Section 504 Loan: 
 
The State Director has established a State Office Reserve, comprised of twenty-five (25) 
percent of the state allocation, which is available on a first come first serve basis, for 
applicants where at least fifty (50) percent of the total Rural Development assistance will 
utilize a Section 504 Loan. The Area Specialist (Team Leader) should submit a request 
via e-mail to the State Office which should include the applicant name, account number, 
and the funding amount.  At least fifty (50) percent of the total Rural Development 
assistance must utilize a Section 504 Loan.  A waiting list will be established, as 
necessary, based upon the availability of funding.     
 
Marketing of the Section 504 Program: 
 
Emphasis in marketing the Section 504 Repair Program needs to be placed on the one (1) 
percent loan, with the grant component utilized as the "gap" financing to make the 
financing feasible, when the applicant does not show enough repayment ability for a loan 
only.  Area Specialists involved in the Rural Utility Programs have historically done a 
terrific job in marketing the 504 Program to community organizations, encouraging very 
low income families to utilize the 504 Program to connect to RD financed water and 
waste disposal systems.  
 
For that reason, we have addressed this AN to all Pennsylvania RD employees so that all 
employees are aware of the need to increase marketing emphasis on 504 loans, and the 
conditions that need to be evaluated before a 504 Grant can be approved. 
 
Management Control Review Concerns: 
 
The policies outlined in this AN are intended to address concerns identified  in the FY 
2005 Management Control Review for the Section 504 Loan and Grant Program. Those 
concerns are detailed in the Unnumbered Letter dated March 10, 2006, copy attached. 
Every RD employee that is involved with the delivery of the 504 Program needs to be 
familiar with the policies outlined in the FY 2005 Management Control Review of the 
504 Program.   
 
It is important that program policies are clearly communicated to Section 504 applicants 
and participants, including loan /grant application packagers.  In addition, all grant 
applicants must understand that, with limited grant funds, most applications cannot be 
funded immediately, regardless of the priority which is assigned to their application. 
 
If you have any questions on this AN, please contact the Single Family Housing Division. 
 
 
/s/ Gary H. Groves 
 
GARY H. GROVES 
State Director 




























