
7 U.S. Code § 1926
Water and waste facility loans and grants

(a) In general
(1) The Secretary is also authorized to make or insure loans to associations, including corporations not
operated for profit, Indian tribes on Federal and State reservations and other federally recognized Indian
tribes, and public and quasi-public agencies to provide for the application or establishment of soil
conservation practices, shifts in land use, the conservation, development, use, and control of water, and the
installation or improvement of drainage or waste disposal facilities, recreational developments, and essential
community facilities including necessary related equipment, all primarily serving farmers, ranchers, farm
tenants, farm laborers, rural businesses, and other rural residents, and to furnish financial assistance or other
aid in planning projects for such purposes. The Secretary may also make or insure loans to communities that
have been designated as rural empowerment zones or rural enterprise communities pursuant to part I of
subchapter U of chapter 1 of title 26, or as rural enterprise communities pursuant to section 766 of the
Agriculture, Rural Development, Food and Drug Administration, and Related Agencies Appropriations Act,
1999 (Public Law 105–277; 112 Stat. 2681, 2681–37), to provide for the installation or improvement of essential
community facilities including necessary related equipment, and to furnish financial assistance or other aid in
planning projects for such purposes. The Secretary may also make loans to any borrower to whom a loan has
been made under the Rural Electrification Act of 1936 (7 U.S.C. 901 et seq.), for the conservation, development,
use, and control of water, and the installation of drainage or waste disposal facilities, primarily serving
farmers, ranchers, farm tenants, farm laborers, rural businesses, and other rural residents. When any loan
made for a purpose specified in this paragraph is sold out of the Agricultural Credit Insurance Fund as an
insured loan, the interest or other income thereon paid to an insured holder shall be included in gross income
for purposes of chapter 1 of title 26. With respect to loans of less than $500,000 made or insured under this
paragraph that are evidenced by notes and mortgages, as distinguished from bond issues, borrowers shall not
be required to appoint bond counsel to review the legal validity of the loan whenever the Secretary has available
legal counsel to perform such review.

(2)Water, waste disposal, and wastewater facility grants.—

(A)Authority.—

(i)In general.—
The Secretary is authorized to make grants to such associations to finance specific projects for works for
the development, storage, treatment, purification, or distribution of water or the collection, treatment, or
disposal of waste in rural areas.

(ii)Amount.—
The amount of any grant made under the authority of this subparagraph shall not exceed 75 per centum of
the development cost of the project to serve the area which the association determines can be feasibly
served by the facility and to adequately serve the reasonably foreseeable growth needs of the area.

(iii)Grant rate.—
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The Secretary shall fix the grant rate for each project in conformity with regulations issued by the Secretary
that shall provide for a graduated scale of grant rates establishing higher rates for projects in communities
that have lower community population and income levels.

(B)Revolving funds for financing water and wastewater projects.—

(i)In general.—The Secretary may make grants to qualified private, nonprofit entities to capitalize
revolving funds for the purpose of providing financing to eligible entities for—

(I) predevelopment costs associated with proposed water and wastewater projects or with existing water
and wastewater systems; and

(II) short-term costs incurred for replacement equipment, small-scale extension services, or other small
capital projects that are not part of the regular operations and maintenance activities of existing water
and wastewater systems.

(ii)Eligible entities.—
To be eligible to obtain financing from a revolving fund under clause (i), an eligible entity must be eligible
to obtain a loan, loan guarantee, or grant under paragraph (1) or this paragraph.

(iii)Maximum amount of financing.—The amount of financing made to an eligible entity under this
subparagraph shall not exceed—

(I) $200,000 for costs described in clause (i)(I); and

(II) $200,000 for costs described in clause (i)(II).

(iv)Term.—
The term of financing provided to an eligible entity under this subparagraph shall not exceed 10 years.

(v)Administration.—
The Secretary shall limit the amount of grant funds that may be used by a grant recipient for administrative
costs incurred under this subparagraph.

(vi)Annual report.—
A nonprofit entity receiving a grant under this subparagraph shall submit to the Secretary an annual report
that describes the number and size of communities served and the type of financing provided.

(vii)Authorization of appropriations .—
There are authorized to be appropriated to carry out this subparagraph $15,000,000 for each of fiscal years
2019 through 2023.

(C)Special evaluation assistance for rural communities and households program.—

(i)In general.—
The Secretary may establish the Special Evaluation Assistance for Rural Communities and Households
(SEARCH) program, to make predevelopment planning grants for feasibility studies, design assistance, and
technical assistance, to financially distressed communities in rural areas with populations of 2,500 or
fewer inhabitants for water and waste disposal projects described in paragraph (1), this paragraph, and
paragraph (24).

(ii)Terms.—

(I)Documentation.—
With respect to grants made under this subparagraph, the Secretary shall require the lowest amount of
documentation practicable.
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(II)Matching.—
Notwithstanding any other provisions in this subsection, the Secretary may fund up to 100 percent of the
eligible costs of grants provided under this subparagraph, as determined by the Secretary.

(iii)Funding.—
The Secretary may use not more than 4 percent of the total amount of funds made available for a fiscal year
for water, waste disposal, and essential community facility activities under this chapter to carry out this
subparagraph.

(iv)Relationship to other authority.—
The funds and authorities provided under this subparagraph are in addition to any other funds or
authorities the Secretary may have to carry out activities described in clause (i).
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