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sources of, treating, storing, or distrib-
uting water. 

(j) Assist rural water systems to 
comply with the requirements of the 
Federal Water Pollution Control Act 
(33 U.S.C. 1251 et seq.) (FWPCA) or the 
SDWA when such failure to comply is 
directly related to a recent decline in 
quality of potable water. This would 
not apply to changes in the require-
ments of FWPCA or SDWA.

§ 1778.10 Restrictions. 
(a) Grant funds may not be used to: 
(1) Assist any city or town with a 

population in excess of 10,000 inhab-
itants according to the most recent de-
cennial census of the United States. 

(2) Assist a rural area that has a me-
dian household income in excess of the 
statewide nonmetropolitan median 
household income according to the 
most recent decennial census of the 
United States. 

(3) Finance facilities which are not 
modest in size, design, cost, and are 
not directly related to correcting the 
potable water quantity or quality prob-
lem. 

(4) Pay loan or grant finder’s fees. 
(5) Pay any annual recurring costs 

that are considered to be operational 
expenses. 

(6) Pay rental for the use of equip-
ment or machinery owned by the rural 
community. 

(7) Purchase existing systems. 
(8) Refinance existing indebtedness, 

except for short-term debt incurred in 
accordance with § 1778.9(h). 

(9) Make reimbursement for projects 
developed with other grant funds. 

(10) Finance facilities that are not for 
public use. 

(b) Nothing in paragraph (a)(1) of this 
section shall preclude rural areas from 
submitting joint proposals for assist-
ance under this part. Each entity ap-
plying for financial assistance under 
this part to fund their share of a joint 
project will be considered individually.

§ 1778.11 Maximum grants. 
(a) Grants made to alleviate a signifi-

cant decline in quantity or quality of 
water available from the water supplies 
in rural areas that occurred within two 
years of filing an application with the 
Agency cannot exceed $500,000. 

(b) Grants made for repairs, partial 
replacement, or significant mainte-
nance on an established system to rem-
edy an acute shortage or significant de-
cline in the quality or quantity of po-
table water cannot exceed $75,000. 

(c) Grants under this part, subject to 
paragraphs (a) and (b) of this section, 
shall be made for 100 percent of eligible 
project costs.

§ 1778.12 [Reserved]

§ 1778.13 Set-aside. 
(a) At least 70 percent of all grants 

made under these grant programs shall 
be for projects funded in accordance 
with § 1778.11(a). 

(b) At least 50 percent of the funds 
appropriated for this grant program 
shall be allocated to rural areas with 
populations not in excess of 3,000 in-
habitants according to the most recent 
decennial census of the United States.

§ 1778.14 Other considerations. 
(a) Civil rights compliance require-

ments.All grants made under this part 
are subject to Title VI of the Civil 
Rights Act of 1964 (42 U.S.C. 2000d et 
seq.), as outlined in subpart E of part 
1901 of this title. 

(b) Environmental requirements.All 
projects must have appropriate envi-
ronmental reviews in accordance with 
RUS requirements. 

(c) Uniform Relocation and Real Prop-
erty Acquisition Policies Act (42 U.S.C. 
4601 et seq.) All projects must comply 
with the requirements set forth in 7 
CFR part 21. 

(d) Flood and mudslide hazard area 
precautions.If the project is located in a 
flood or mudslide area, then flood or 
mudslide insurance must be provided 
as required in subpart A of part 1806 of 
this title (RD Instruction 426.2). 

(e) Governmentwide debarment and sus-
pension (nonprocurement) and require-
ments for drug-free work place. All 
projects must comply with the require-
ments set forth in the U.S. Department 
of Agriculture regulations 7 CFR part 
3017 and RD Instruction 1940–M. 

(f) Intergovernmental review.All 
projects funded under this part are sub-
ject to Executive Order 12372 (3 CFR, 
1983 Comp., p. 197), which requires 
intergovernmental consultation with 
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State and local officials. These require-
ments are set forth in U.S. Department 
of Agriculture regulations 7 CFR part 
3015, subpart V, and RD Instruction 
1940–J.

§§ 1778.15–1778.20 [Reserved]

§ 1778.21 Application processing. 
(a) To the extent possible, an applica-

tion under this part will be approved or 
disapproved within 60 days of the date 
that a complete application and all re-
lated material is submitted to the 
Agency. 

(b) The material submitted with the 
application should include the Prelimi-
nary Engineer Report, population and 
median household income of the area 
to be served, description of project, and 
nature of emergency that caused the 
problem(s) being addressed by the 
project. The documentation must 
clearly show that the applicant has had 
a significant decline in the quantity 
and/or quality of potable water or an 
acute shortage of potable water and 
the proposed project will eliminate the 
problem. For projects to be funded in 
accordance with § 1778.11(a), evidence 
must be furnished that a significant de-
cline in quantity or quality occurred 
within two years of filing the applica-
tion with the Agency. 

(c) The processing office should assist 
the applicant in application assembly 
and processing. 

(d) Appropriate application review 
and approval procedures outlined in 
subpart B of part 1780 of this chapter. 

(e) Each application for assistance 
will be carefully reviewed in accord-
ance with the priorities established in 
§ 1778.7. A priority rating will be as-
signed to each application by the State 
Program Official. 

(f) When the National Office has allo-
cated funds to the State for a project, 
applicable provisions outlined in sub-
part B of part 1780 of this chapter will 
be followed in preparation of the grant 
docket. This would include develop-
ment of an operating budget showing 
that the applicant can meet all its obli-
gations and provide the intended serv-
ices. 

(g) When favorable action will not be 
taken on an application, the applicant 
will be notified in writing by the State 

Program Official of the reasons why 
the request was not favorably consid-
ered. Notification to the applicant will 
state that a review of this decision by 
the Agency may be requested by the 
applicant in accordance with 7 CFR 
part 11. 

(h) State Program Officials are au-
thorized to approve grants made in ac-
cordance with this part and RUS Staff 
Instruction 1780–1. 

(i) Funds will be obligated and ap-
proval announcement made in accord-
ance with the provisions of subpart B 
of part 1780 of this chapter.

§ 1778.22 Planning development and 
procurement. 

Planning development and procure-
ment for grants made under this part 
will be in accordance with subpart C of 
part 1780 of this chapter. A certifi-
cation should be obtained from the 
State agency or the Environmental 
Protection Agency if the State does 
not have primacy, stating that the pro-
posed improvements will be in compli-
ance with requirements of the SDWA.

§ 1778.23 Grant closing and disburse-
ment of funds. 

(a) Grants will be closed in accord-
ance with § 1780.45 of this chapter. 

(b) RUS Bulletin 1780–12, ‘‘Water or 
Waste Grant Agreement,’’ will be exe-
cuted by all applicants. State Program 
Officials are authorized to execute the 
agreement on behalf of the Agency. 

(c) The grant will be considered 
closed on the date RUS Bulletin 1780–12 
is signed by the Agency. The Finance 
Office will be notified of the grant clos-
ing date. The Agency will retain the 
original of the Grant Agreement. 

(d) The Agency’s policy is not to dis-
burse grant funds from the Treasury 
until they are actually needed by the 
applicant. Grant funds will be dis-
bursed by using multiple advances.

§§ 1778.24–1778.30 [Reserved]

§ 1778.31 Performing development. 

(a) Applicable provisions of subpart C 
of part 1780 of this chapter will be fol-
lowed in performing development for 
grants made under this part. 
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