
USDA Rural Development Funding 
for Rural Sewer Systems

Community Programs



Community Programs

• Community Facilities (town  halls, fire halls, DPW buildings, fire 
trucks, police cars, libraries, etc.)

• Water & Waste (water & sewer projects)

USDA Water & Sewer website -
http://www.rurdev.usda.gov/UWEP_HomePage.html

USDA Community Facilities website -
http://www.rurdev.usda.gov/HCF_CF.html



Community Programs

• Community Facilities: eligible applicants include:
– Public bodies, non-profits, & tribes located in 

communities or a service area less than 20,000 
population.

• Water & Waste:  eligible applicants include:
– Public bodies, tribes, non-profits located in communities 

or a service area less than 10,000 population.
• Community Facilities Programs: 

– Direct loan program

20,000 population limit

3.375% fixed interest rate, updated quarterly

Loan terms up to 40 years, dependent upon useful life 
of facility

No prepayment penalties

Loan amounts dictated by repayment ability

• Water/Sewer Programs (WEP): 

– Direct Loans and Grants

Funds may be used for new systems, rehabilitation of 
existing systems, and storm sewer separation.

10,000 population limit 

Grant funds are used to keep user rates at an affordable 
level based upon 1.5% of the MHI of the service area.

3 tiers of interest rates, which change on a quarterly 
basis

No prepayment penalties or call periods

Up to 40 year term



Single Family Housing 

• Section 504 Home Repair Program
• Home repairs including

• Wells/Septic Repairs/Replacements
• Roofing
• Interior plumbing/electrical
• Exteriors/Windows/Siding

• Statewide Michigan RD obligated $1,000,000 in 
grants

• About 200 grants

• Statewide Michigan RD obligated $1,000,000 in loans
• About 200 loans

• Many states don’t utilize their allocation so we could 
do more



Fiscal Year 2019 Community Programs Obligations

Community Facilities

Direct Loan - $24,035,509    

Direct Grant - $1,854,904

31 police/fire/emergency vehicles, 13 DPW trucks/snowplows/loaders, 5 fire stations/twp halls/medical 
facilities, 24 other equipment

Water and Sewer

Direct Loan - $78,183,000

Direct Grant - $28,764,000

28 water and sewer projects, 177% of loan allocation, 230% of grant allocation



Water and Sewer Interest Rates Jan 1, 2020 – Mar 31, 2020

• Poverty Interest Rate
• MHI of less than $41,678 with a third-party documented violation of a health or sanitary standard

1.625%

• Intermediate
• MHI between $41,678 - $52,097 2.25%

• Market
• MHI over $52,097 2.75%



Grants for Planning

• Water/Sewer Programs:
- Predevelopment Planning Grants (PPG)

Funding Limit - $30,000 or 75% of the project cost, whichever is less.

Available to communities under population of 10,000

Restricted to communities with MHI below 80% of SNMHI or $41,678

Grant pays for the costs associated with developing a complete application

Applicants must prove that they are unable to pay these development costs on their own.

PPG funds cannot be used to pay for work already completed.

Costs incurred prior to grant approval will not be considered eligible.



Grants for Planning Continued and 306C

• Water/Sewer Programs:
- Special Evaluation Assistance for Rural Communities and Households (SEARCH)

Same grant eligibility parameters as PPG

Funding Limit - $30,000 or 100% of the project cost, whichever is less.

Available to communities under population of 2,500
• Water/Sewer Programs:

- Section 306C Water and Waste Disposal Grants

These funds have been set aside for eligible projects that benefit members of Federally Recognized Native 
American Tribes. Residents of the rural area to be served must face significant health risks due to the fact that a 
significant proportion of the community residents do not have access to, or are not served by, adequate, 
affordable, water and/or waste disposal systems. Documentation to support the poor sanitary waste disposal and 
health risks should be provided to USDA.   Water and waste disposal systems can obtain up to 100 percent grants to 
construct basic drinking water, sanitary sewer, solid waste disposal and storm drainage. Also, under this program, 
the systems can obtain funds to provide grant assistance directly to individuals to install necessary indoor plumbing 
like bathrooms and pay other costs of connecting to the system. 

Funding Limit - $2,000,000 per project



Other Funding Partners and Miscellaneous Items

• LEVERAGING – Funds from other sources including, but not limited to:

CDBG
SRF/DWRF
MDOT
DDA/TIFA
Applicant’s general and/or enterprise funds

• The percentage of leveraging may give your project priority over another project by assigning additional 
priority points!   

• Rural Development accepts applications year round and can fund projects any time, subject to funding 
availability and approval of funding allocations.

• If project is not selected for funding, the project remains on our application list until withdrawn by the 
applicant.

• For those pending applications, it is strongly suggested that either the applicant or the engineer keep us 
informed on any changes of project scope and amount of funds needed.

• Rural Development projects funded with our regular allocation are not required to comply with Davis Bacon.
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Rural Community Assistance 
Program Help

• RCAP can prepare SHPO applications, Environmental 
Reports (Assessments) and can assist borrowers with 
publication of NOA’s and FONSI’s.

• Other services include:
• Borrower income surveys if approved by RD 
• Rate Analysis
• RDApply training and assistance for applicants
• Vulnerability Assessments/Emergency Response Plans
• Application Assistance

• These services are typically at no cost for the 
borrower.

• Other services are available on a fee-for-service 
basis.



Forsyth Township/Gwinn 
Water & Sewer

• Started out as a water project but SAW 
grant identified sewer issues

• $5,487,441 construction contract
• Obligated $4,900,000 water August, 

2011
• Obligated $1,900,000 sewer February, 

2015.
• Substantially complete May, 2016.



Sanilac County/Worth 
Township Sewer

• Sanilac Co. Worth Township Sewer

• Over 1700 new sewer customers, 6 
lift stations,  24 miles of sewer, 5 
cell lagoon.

• 5 contracts totaling $33,923,495

• Obligated funds 8/2/13 and 
7/13/17, started Fall 2017, 
complete Spring 2019.



Ludington Water 
Treatment Plant

• Total Project Cost $9,817,000
• Funding obligated July 5, 2016
• Upfront procurement of treatment 

equipment July and August, 2016
• Prime contract bid Sept. 13, 2016
• Loan Closing/Preconstruction Meeting 

October 18, 2016.
• First milestone pretreatment complete by 

May 1, 2017.
• Plant maintained operation during entire 

project.
• Substantial Completion Prefinal Inspection 

October 10, 2018.
• Plant filter capacity increased from 8 MGD 

to 12.8 MGD within same footprint.



Section 504 Home Repairs
• Section 504 loan and grant eligibility has income limits based on family 

size and what county (typically very low income).
• There are maximum property market value limits as well.
• Loan funds are available to repair improve, modernize, remove health & 

safety hazards, and/or remodel for disabled accessibility.
• Home must have access to its own water & waste and located on a 

publicly maintained road.
• Must own and occupy the dwelling as a primary residence.
• Must be a U.S. citizen.
• Must have legal capacity to incur a debt obligation.
• No manufactured home community homes.
• Loans are up to $40,000 at 1% for twenty year term.
• Lifetime grant assistance of $10,000 for applicants over 62. 
• A mortgage is required for all loans over $7,500.
• Grants must be repaid if ownership changes within 3 years of grant 

approval.



Section 504 Details

• Income limits for loans

• Maximum property value limits



Section 504 Details cont’d.

• Income limits for grants are 
lower than for loans.

• Loans are originated out of 
8 offices statewide

• Contact information 
provided.



Questions?  Comments?

Andrew H. Granskog, PE
USDA Rural Development
3001 Coolidge Road Suite 200
East Lansing, MI 48823
(517) 324-5209

andy.granskog@usda.gov
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