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1 in 5
Estimated Number of 

Households on Septic Systems

11 out of 50
Number of States that 

have used Clean Water State 
Revolving Fund for 

Decentralized (Septic) Projects 
(as of 2020)

Capturing 
the Challenges
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Impact of  Failing Septic Systems
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Pathways to Success

Overview:

• The Clean Water State Revolving Fund (CWSRF) Program

• How to Use the CWSRF to Finance Decentralized System 
Projects

• Options for CWSRF Loan Repayment

• Initiating a Financing Program for Decentralized 
Wastewater Systems with the CWSRF
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What is the CWSRF & How Does it Work?
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Eligible 
CWSRF Projects
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The CWSRF and Decentralized Systems
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What are the Benefits and Impacts?
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Low Interest Rate Loans
1.2% (2020 National Average)

Loan Forgiveness Options
Help for economically disadvantaged communities

Annual Capitalization Grants
$12.7 billion (Bipartisan Infrastructure Law, FY2022-FY2026)

$1.639 billion (FY2022 Appropriations)
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Using the CWSRF for Decentralized Projects
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Financing Mechanisms

1. Direct SRF Loans to System Owners

2. Conduit Lending via Linked Deposit and Pass-Through 
Lending

3. Sub-State Revolving Fund

4. Sponsorship of a Decentralized Project by Public 
Borrower (i.e. community, wastewater utility, etc.)

5. Co-Financing Through Pairing CWSRF Funds with Other 
State or Federal Financing Programs
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Direct Lending

Description: State SRF lends directly to system owner

Example: 
• Delaware is the only state that offers direct lending 

for septic projects

• Two direct lending programs funded by the CWSRF: 
(1) Septic Loan Rehabilitation Program; (2) Septic 
Extended Funding Option 

• Eligible costs: planning; design; construction
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Conduit Lending
Description: Lending via an intermediary such as state and local government agencies, banks, 
and non-profits.
Types: (1) Linked Deposit; (2) Pass-Through
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Conduit Lending: Linked 
Deposit Mechanics
Partner: Local Bank

Description: Bank works directly with homeowner to (1) 
implement project; (2) conduct credit review; (3) approve loan

Key Features:
• CWSRF works “behind the scenes” 

• CWSRF has some influence over lending criteria

• Property owners can work directly with community lender
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Conduit Lending: Pass-
Through Mechanics
Partner: (1) Governmental Entity; (2) Community 
Development Financial Institution; (3) Other Community 
Funding Agencies

Description: Partner connects loan recipient to CWSRF 
financing and evaluates, approves, and services the loan

Key Features:
• Partner requests disbursements from CWSRF 

• Partner depends on state’s CWSRF legal constraints & 
partner willingness
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Sub-State Revolving 
Fund Mechanics
Partner: (1) Governmental Entity; (2) Community 
Development Financial Institution; (3) Other Community 
Funding Agencies

Description: CWSRF capitalizes another revolving loan 
fund

Key Features:
• Any eligible CWSRF borrower can start a sub-state 

revolving fund
• Sub-state revolving fund establishes lending criteria
• Typically offers loans and grants
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Sponsorship Mechanics
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Partner: Publicly-Owned Utility; Local Government 
Entity

Description: Public CWSRF borrower sponsors a septic 
project under its CWSRF loan. 

Key Features:
• The CWSRF borrower funds two projects (their own AND 

the sponsored project) for the price of one
• Best suited to projects that lack repayment revenues
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Co-financing Mechanics

Partner: Any other financing program

Description: Pairing CWSRF funds with other state or federal 
water quality financing programs

Key Features:
• Common partner programs: USDA-Rural Development; HUD 

Community Development Block Grant; EPA’s WIFIA Program

• Can bring down costs for borrowers

• Can be used to directly finance projects or to establish a sub-
state revolving fund
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Repaying CWSRF Loans
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Helps homeowners avoid high 
upfront costs by allowing the 
lender to secure the loan using a 
lien against the property when 
the system is being installed. 

The loan is repaid through 
incremental increases on the 
property owner's property tax 
bill

Property Tax Assessment 
Financing Septic Utility Fees

Fees collected by a designated 
organization called a Responsible 
Management Entity. Fees are 
collected  from a group of 
households for O&M on a cluster 
system or package plant. 

Collected fees can be used as a 
loan repayment source.

HOA Dues

When the CWSRF makes loans 
directly to a HOA, HOA fees can 
be used to repay the loan. 
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Decentralized Financing – A Framework for 
Implementation
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Identify the 
Problem & 
Technical 
Solution

Review CWSRF 
Financing 
Options

Identify 
Potential 
Partners

Meet with 
CWSRF Staff

Develop O&M 
Plan

Communicate 
Potential Costs 

& Benefits

Put Together 
CWSRF 

Financing 
Proposal

Sign Financing 
Agreements

Implement 
Decentralized 

Projects
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Decentralized Financing –
(1) Identifying the problem & technical solution

20

Identify the 
Problem & 
Technical 
Solution

Review CWSRF 
Financing 
Options

Identify 
Potential 
Partners

Meet with 
CWSRF Staff

Develop O&M 
Plan

Communicate 
Potential Costs 

& Benefits

Put Together 
CWSRF 

Financing 
Proposal

Sign Financing 
Agreements

Implement 
Decentralized 

Projects



Office of Water
21

Identify the 
Problem & 
Technical 
Solution

Review CWSRF 
Financing 
Options

Identify 
Potential 
Partners

Meet with 
CWSRF Staff

Develop O&M 
Plan

Communicate 
Potential Costs 

& Benefits

Put Together 
CWSRF 

Financing 
Proposal

Sign Financing 
Agreements

Implement 
Decentralized 

Projects

Decentralized Financing –
(2) Review CWSRF Financing Options



Office of Water
22

Identify the 
Problem & 
Technical 
Solution

Review CWSRF 
Financing 
Options

Identify 
Potential 
Partners

Meet with 
CWSRF Staff

Develop O&M 
Plan

Communicate 
Potential Costs 

& Benefits

Put Together 
CWSRF 

Financing 
Proposal

Sign Financing 
Agreements

Implement 
Decentralized 

Projects

Decentralized Financing –
(3) Identify Potential Partners



Office of Water
23

Identify the 
Problem & 
Technical 
Solution

Review CWSRF 
Financing 
Options

Identify 
Potential 
Partners

Meet with 
CWSRF Staff

Develop O&M 
Plan

Communicate 
Potential Costs 

& Benefits

Put Together 
CWSRF 

Financing 
Proposal

Sign Financing 
Agreements

Implement 
Decentralized 

Projects

Decentralized Financing –
(4) Meet with CWSRF Staff



Office of Water
24

Identify the 
Problem & 
Technical 
Solution

Review CWSRF 
Financing 
Options

Identify 
Potential 
Partners

Meet with 
CWSRF Staff

Develop O&M 
Plan

Communicate 
Potential Costs 

& Benefits

Put Together 
CWSRF 

Financing 
Proposal

Sign Financing 
Agreements

Implement 
Decentralized 

Projects

Decentralized Financing –
(5) Develop O&M Plan



Office of Water
25

Identify the 
Problem & 
Technical 
Solution

Review CWSRF 
Financing 
Options

Identify 
Potential 
Partners

Meet with 
CWSRF Staff

Develop O&M 
Plan

Communicate 
Potential Costs 

& Benefits

Put Together 
CWSRF 

Financing 
Proposal

Sign Financing 
Agreements

Implement 
Decentralized 

Projects

Decentralized Financing –
(6) Communicate Potential Costs & Benefits



Office of Water
26

Identify the 
Problem & 
Technical 
Solution

Review CWSRF 
Financing 
Options

Identify 
Potential 
Partners

Meet with 
CWSRF Staff

Develop O&M 
Plan

Communicate 
Potential Costs 

& Benefits

Put Together 
CWSRF 

Financing 
Proposal

Sign Financing 
Agreements

Implement 
Decentralized 

Projects

Decentralized Financing –
(7) Put together CWSRF Financing Proposal



Office of Water
27

Identify the 
Problem & 
Technical 
Solution

Review CWSRF 
Financing 
Options

Identify 
Potential 
Partners

Meet with 
CWSRF Staff

Develop O&M 
Plan

Communicate 
Potential Costs 

& Benefits

Put Together 
CWSRF 

Financing 
Proposal

Sign Financing 
Agreements

Implement 
Decentralized 

Projects
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Best Practices: Successful Decentralized 
System Project Implementation
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Educate Homeowners

Proper system care & maintenance are essential to system 
longevity 

01

Effective Outreach

For a decentralized system financing program to thrive, 
communication to stakeholders about financing 
options is crucial.
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Messaging

Consider your audience and use appropriate terminology and 
phrasing.
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Questions?
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