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apply to fiscal year 1994 and each fiscal year there-
after.”

EFFECTIVE DATE OF 1981 AMENDMENT
Amendment by Pub. L. 97-35 effective Oct. 1, 1981, see

section 371 of Pub. L. 97-35, set out as an Effective Date
note under section 3701 of Title 12, Banks and Banking.
REGULATIONS

Section 707(f)(2) of Pub. L. 102-550 provided that: ‘“The
Secretary of Agriculture shall issue any regulations
necessary to carry out the amendment made by para-
graph (1) [amending this section] not later than the ex-
piration of the 45-day period beginning on the date of
the enactment of this Act [Oct. 28, 1992]. Not later than
the expiration of the 30-day period beginning on the
date of the enactment of this Act, the Secretary shall
submit a copy of any regulations to be issued under
this subsection to the Congress. The requirements of
section 534(d) of the Housing Act of 1949 [42 U.S.C.
1490n(d)] and subsections (b) and (c) of section 553 of
title 5, United States Code, shall apply to any such reg-
ulations.”

CONSTRUCTION OF 2022 AMENDMENT
Nothing in amendment made by Pub. L. 117-328 to be
construed to preempt or limit applicability of certain
State or local laws relating to smoke alarms, see sec-

tion 601(i) of div. AA of Pub. L. 117-328, set out as a note
under section 1701q of Title 12, Banks and Banking.

CONSTRUCTION OF 2020 AMENDMENT
Nothing in amendment made by Pub. L. 116-260 to be
construed to preempt or limit applicability of certain
State or local laws relating to carbon monoxide de-

vices, see section 101(j) of div. Q of Pub. L. 116-260, set
out as a note under section 1437a of this title.

§1486. Financial assistance to provide low-rent
housing for domestic farm labor

(a) Application; considerations

Upon the application of any State or political
subdivision thereof, or any Indian tribe, or any
broad-based public or private nonprofit organi-
zation incorporated within the State, or any
nonprofit organization of farmworkers incor-
porated within the State, the Secretary is au-
thorized to provide financial assistance for the
provision of low-rent housing and related facili-
ties (which may be located any place within the
State) for domestic farm labor, if he finds that—

(1) the housing and related facilities for
which financial assistance is requested will
fulfill a pressing need in the area in which
such housing and facilities will be located, and
there is reasonable doubt that the same can be
provided without financial assistance under
this section;

(2) the applicant will contribute, from its
own resources or from funds borrowed under
section 1484 of this title or elsewhere, at least
10 per centum of the total development cost;

(3) the types of housing and related facilities
to be provided are most practicable, giving due
consideration to the purposes to be served
thereby and the needs of the occupants there-
of, and such housing and facilities shall be du-
rable and suitable for year-around occupancy
or use, unless the Secretary finds that there is
no need for such year-around occupancy or use
in that area; and

(4) the construction will be undertaken in an
economical manner, and the housing and re-
lated facilities will not be of elaborate or ex-
travagant design or material.
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(b) Maximum amount of assistance

The amount of any financial assistance pro-
vided under this section for low-rent housing
and related facilities shall not exceed 90 per cen-
tum of the total development cost thereof, as
determined by the Secretary, less such amount
as the Secretary determines can be practicably
obtained from other sources (including a loan
under section 1484 of this title).

(¢) Prerequisite agreements; rentals; safety and
sanitation standards; priority of domestic
farm labor

No financial assistance for low-rent housing
and related facilities shall be made available
under this section unless, to any extent and for
any periods required by the Secretary, the appli-
cant agrees—

(1) that the rentals charged domestic farm
labor shall not exceed such amounts as may be
approved by the Secretary, giving due consid-
eration to the income and earning capacity of
the tenants, and the necessary costs of oper-
ating and maintaining such housing;

(2) that such housing shall be maintained at
all times in a safe and sanitary condition in
accordance with such standards as may be pre-
scribed by State or local law, or, in the ab-
sence of such standards, in accordance with
such minimum requirements as the Secretary
shall prescribe;

(3) an absolute priority will be given at all
times in granting occupancy of such housing
and facilities to domestic farm labor; and

(4) that such housing shall contain quali-
fying smoke alarms that are installed in ac-
cordance with applicable codes and standards
published by the International Code Council or
the National Fire Protection Association and
the requirements of the National Fire Protec-
tion Association Standard 72, or any successor
standard, in each level and in or near each
sleeping area in such dwelling unit, including
in basements but excepting crawl spaces and
unfinished attics, and in each common area in
a project containing such a dwelling unit.

(d) Payments; contracts to specify uses of hous-
ing

The Secretary may make payments pursuant
to any contract for financial assistance under
this section at such times and in such manner,
as may be specified in the contract. In each con-
tract, the Secretary shall include such cov-
enants, conditions, or provisions as he deems
necessary to insure that the housing and related
facilities, for which financial assistance is made
available, be used only in conformity with the
provisions of this section.

(e) Regulations for prevention of waste

The Secretary shall prescribe regulations to
insure that Federal funds expended under this
section are not wasted or dissipated. The Sec-
retary shall not give priority for funding under
this section to any one of the groups listed in
subsection (a) over any of the others so listed.

(f) Wages; labor standards; waiver; authority and
functions of Secretary

All laborers and mechanics employed by con-
tractors or subcontractors on projects assisted
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by the Secretary which are undertaken by ap-
proved applicants under this section shall be
paid wages at rates not less than those pre-
vailing on similar construction in the locality,
as determined by the Secretary of Labor in ac-
cordance with sections 3141-3144, 3146, and 3147 of
title 40. The Secretary shall not extend any fi-
nancial assistance under this section for any
project without first obtaining adequate assur-
ance that these labor standards will be main-
tained on the construction work; except that
compliance with such standards may be waived
by the Secretary in cases or classes of cases
where laborers or mechanics, not otherwise em-
ployed at any time on the project, voluntarily
donate their services without compensation for
the purpose of lowering the costs of construc-
tion and the Secretary determines that any
amounts thereby saved are fully credited to the
person, corporation, association, organization,
or other entity, undertaking the project. The
Secretary of Labor shall have, with respect to
the labor standards specified in this section, the
authority and functions set forth in Reorganiza-
tion Plan Numbered 14 of 1950 (15 F.R. 3176; 64
Stat. 1267), and section 3145 of title 40.

(g) Definitions

As used in this section—

(1) the term ‘‘low-rent housing’’ means rent-
al housing within the financial reach of fami-
lies of low income consisting of (A) new struc-
tures (including household furnishings) suit-
able for dwelling use by domestic farm labor,
and (B) existing structures (including house-
hold furnishings) which can be made suitable
for dwelling use by domestic farm labor by re-
habilitation, alteration, conversion, or im-
provement;

(2) the terms ‘‘related facilities’ and ‘‘do-
mestic farm labor’ shall have the meaning as-
signed to them in section 1484(f) of this title;

(3) the term ‘‘development cost’ shall have
the meaning assigned to it in section
1485(d)(4) ! of this title;

(4) the term ‘‘domestic farm labor’ has the
meaning given such term in section 1484(f)(3)
of this title;

(5) the term ‘‘smoke alarm’’ has the meaning
given the term ‘‘smoke detector’” in section
2225(d) of title 15; and

(6) the term ‘‘qualifying smoke alarm”
means a smoke alarm that—

(A) in the case of a dwelling unit built be-
fore December 29, 2022, and not substantially
rehabilitated after December 29, 2022—

(i)(I) is hardwired; or
(IT) uses 10-year non rechargeable, non-
replaceable primary batteries and—
(aa) is sealed;
(bb) is tamper resistant; and
(ce) contains silencing means; and

(ii) provides notification for persons with
hearing loss as required by the National
Fire Protection Association Standard 72,
or any successor standard; or

(B) in the case of a dwelling unit built or
substantially rehabilitated after December
29, 2022, is hardwired.

1See References in Text note below.
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(h) Migrant farmworker housing

Notwithstanding the provisions of subsection
(a)(3), the Secretary may, upon a finding of per-
sistent need for migrant farmworker housing in
any area, provide assistance to eligible appli-
cants for 90 per centum of the development costs
of such housing in such area to be used solely by
migrant farmworkers while they are away from
their residence. Such housing shall be con-
structed in such a manner as to be safe and
weatherproof for the time it is to be occupied, be
equipped with potable water and modern sanita-
tion facilities (including a kitchen sink, toilet,
and bathing facilities), and meet such other re-
quirements as the Secretary may prescribe.

(i) Farm labor housing

The Secretary shall utilize not more than 10
per centum of the amounts available for any fis-
cal year for purposes of this section for financial
assistance to eligible private and public non-
profit agencies to encourage the development of
domestic and migrant farm labor housing
projects under this subchapter.

() Domestic farm labor housing available for
other families

Housing and related facilities constructed
with grants under this section may be used for
tenants eligible for occupancy under section 1485
of this title if the Secretary determines that—

(1) there is no longer a need in the area for
farm labor housing; or

(2) the need for such housing in the area has
diminished to the extent that the purpose of
the grant, providing housing for domestic
farm labor, can no longer be met.

(k) Housing for rural homeless and migrant

farmworkers

(1) In general

The Secretary may provide financial assist-
ance for providing affordable rental housing
and related facilities for migrant farmworkers
and homeless individuals (and the families of
such individuals) to applicants as provided in
this subsection.

(2) Types of assistance

(A) In general

The Secretary may provide the following
assistance for housing under this subsection:
(i) An advance, in an amount not to ex-
ceed $400,000, of the cost of acquisition,
substantial rehabilitation, or acquisition
and rehabilitation of an existing structure
or construction of a new structure for use
in the provision of housing under this sub-
section. The repayment of any outstanding
debt owed on a loan made to purchase an
existing structure shall be considered to be
a cost of acquisition eligible for an ad-
vance under this subparagraph if the struc-
ture was not used for the purposes under
this subsection prior to the receipt of as-
sistance.

(ii) A grant, in an amount not to exceed
$400,000, for moderate rehabilitation of an
existing structure for use in the provision
of housing under this subsection.

(iii) Annual payments for operating
costs of such housing (without regard to



§1486

whether the housing is an existing struc-
ture), not to exceed 75 percent of the an-
nual operating costs of such housing.

(B) Available assistance

A recipient may receive assistance under
both clauses (i) and (ii) of subparagraph (A).
The Secretary may increase the limit con-
tained in such clauses to $800,000 in areas
which the Secretary finds have high acquisi-
tion and rehabilitation costs.

(C) Repayment of advance

Any advance provided under subparagraph
(A)(@i) shall be repaid on such terms as may
be prescribed by the Secretary when the
project ceases to be used as housing in ac-
cordance with the provisions of this sub-
section. Recipients shall be required to
repay 100 percent of the advance if the hous-
ing is used for purposes under this sub-
section for fewer than 10 years following ini-
tial occupancy. If the housing is used for
such purposes for more than 10 years, the
percentage of the amount that shall be re-
quired to be repaid shall be reduced by 10
percentage points for each year in excess of
10 that the property is so used.

(D) Prevention of undue benefits

Upon any sale or other disposition of hous-
ing acquired or rehabilitated with assistance
under this subsection prior to the close of 20
years after the housing is placed in service,
other than a sale or other disposition result-
ing in the use of the project for the direct
benefit of low income persons or where all of
the proceeds are used to provide housing for
migrant farmworkers and homeless individ-
uals (and the families of such individuals),
the recipient shall comply with such terms
and conditions as the Secretary may pre-
scribe to prevent the recipient from unduly
benefiting from the sale or other disposition
of the project.

(3) Program requirements
(A) Applications

(i) Applications for assistance under this
subsection shall be submitted by an appli-
cant in such form and in accordance with
such procedures as the Secretary shall es-
tablish.

(ii) The Secretary shall require that appli-
cations contain at a minimum (I) a descrip-
tion of the proposed housing, (II) a descrip-
tion of the size and characteristics of the
population that would occupy the housing,
(ITIT) a description of any public and private
resources that are expected to be made
available in connection with the housing,
(IV) a description of the housing needs for
migrant farmworkers and homeless individ-
uals (and the families of such individuals) in
the area to be served by the housing, and (V)
assurances satisfactory to the Secretary
that the housing assisted will be operated
for not less than 10 years for the purpose
specified in the application.

(iii) The Secretary shall require that an
application furnish reasonable assurances
that the housing will be available for occu-
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pancy by homeless individuals (and the fam-
ilies of such individuals) only on an emer-
gency and temporary basis during the
offseason and shall be otherwise available
for occupancy by migrant farmworkers (and
their families).

(iv) The Secretary shall require that an
application furnish reasonable assurances
that the applicant will own or have control
of a site for the proposed housing not later
than 6 months after notification of an award
for grant assistance. An applicant may ob-
tain ownership or control of a suitable site
different from the site specified in the appli-
cation. If an applicant fails to obtain owner-
ship or control of the site within 1 year after
notification of an award for grant assist-
ance, the grant shall be recaptured and re-
allocated.

(B) Selection criteria

The Secretary shall establish selection cri-
teria for a national competition for assist-
ance under this subsection, which shall in-
clude—

(i) the ability of the applicant to develop
and operate the housing;

(ii) the feasibility of the proposal in pro-
viding the housing;

(iii) the need for such housing in the area
to be served;

(iv) the cost effectiveness of the proposed
housing;

(v) the extent to which the project would
meet the needs of migrant farmworkers
and homeless individuals (and the families
of such individuals) in the State;

(vi) the extent to which the applicant
has control of the site of the proposed
housing; and

(vii) such other factors as the Secretary
determines to be appropriate for purposes
of this subsection.

(C) Required agreements

The Secretary may not approve assistance
for any housing under this subsection unless
the applicant agrees—

(i) to operate the proposed project as
housing for migrant farmworkers and
homeless individuals (and the families of
such individuals) in compliance with the
provisions of this subsection and the appli-
cation approved by the Secretary;

(ii) to monitor and report to the Sec-
retary on the progress of the housing; and

(iii) to comply with such other terms and
conditions as the Secretary may establish
for purposes of this subsection.

(D) Occupant rent

Each migrant farmworker and homeless
individual residing in a facility assisted
under this subsection shall pay as rent an
amount determined in accordance with the
provisions of section 1437a(a) of this title.

(4) Guidelines

(A) Regulations

Not later than 120 days after November 28,
1990, the Secretary shall by notice establish
such requirements as may be necessary to
carry out the provisions of this subsection.
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(B) Limitation on use of funds

No assistance received under this sub-
section (or any State or local government
funds used to supplement such assistance)
may be used to replace other public funds
previously used, or designated for use, to as-
sist homeless individuals (and the families of
such individuals) or migrant farmworkers.

(5) Limitation on administrative expenses

No recipient may use more than 5 percent of
an advance or grant received under this sub-
section for administrative purposes.

(6) Omitted

(7) Definitions
For purposes of this subsection:

(A) The term ‘‘applicant’” means a State,
political subdivision thereof, Indian tribe,
any private nonprofit organization incor-
porated within the State that has applied for
a grant under this subsection.

(B) The term ‘‘homeless individual’’ has
the same meaning given the term under sec-
tion 11302 of this title.

(C) The term ‘“‘migrant farmworker’—

(i) means any person (and the family of
such person) who (I) receives a substantial
portion of his or her income from primary
production of agricultural or aquacultural
commodities, the handling of such com-
modities in the unprocessed stage, or the
processing of such commodities, without
respect to the source of employment, and
(IT) establishes residence in a location on a
seasonal or temporary basis, in an attempt
to receive an income as described in sub-
clause (I); and

(ii) includes any person (and the family
of such person) who is retired or disabled,
but who met the requirements of clause (i)
at the time of retirement or becoming dis-
abled.

(D) The term ‘‘operating costs’ means ex-
penses incurred by a recipient providing
housing under this subsection with respect
to the administration, maintenance, repair,
and security of such housing and utilities,
fuel, furnishings, and equipment for such
housing.

(July 15, 1949, ch. 338, title V, §516, as added Pub.
L. 88-560, title V, §503(a), Sept. 2, 1964, 78 Stat.
796; amended Pub. L. 91-609, title VIII, §801(c),
(d), Dec. 31, 1970, 84 Stat. 1806; Pub. L. 95-557,
title V, §505, Oct. 31, 1978, 92 Stat. 2112; Pub. L.
96-153, title V, §509, Dec. 21, 1979, 93 Stat. 1136;
Pub. L. 96-399, title V, §507(d), Oct. 8, 1980, 94
Stat. 1670; Pub. L. 98-181, title I [title V, §513],
Nov. 30, 1983, 97 Stat. 1247; Pub. L. 100-242, title
III, §305(b), Feb. 5, 1988, 101 Stat. 1895; Pub. L.
100-628, title X, §1043(b), Nov. 7, 1988, 102 Stat.
3273; Pub. L. 101-625, title VII, §714(a), Nov. 28,
1990, 104 Stat. 4292; Pub. L. 106400, §2, Oct. 30,
2000, 114 Stat. 1675; Pub. L. 117-328, div. AA, title
VI, §601(f), Dec. 29, 2022, 136 Stat. 5548.)

Editorial Notes
REFERENCES IN TEXT

Reorganization Plan Numbered 14 of 1950, referred to
in subsec. (f), is set out in the Appendix to Title 5, Gov-
ernment Organization and Employees.
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Section 1485(d)(4) of this title, referred to in subsec.
(2)(3), was redesignated section 1485(e)(4) of this title by
Pub. L. 100-242, title II, §242(1), Feb. 5, 1988, 101 Stat.
1890.

CODIFICATION

In subsec. (f), ‘‘sections 3141-3144, 3146, and 3147 of
title 40 substituted for ‘‘the Davis-Bacon Act, as
amended (40 U.S.C. 276a—276a-5)"’ and ‘‘section 3145 of
title 40"’ substituted for ‘‘section 2 of the Act of June
13, 1934, as amended (40 U.S.C. 276c)”’ on authority of
Pub. L. 107-217, §5(c), Aug. 21, 2002, 116 Stat. 1303, the
first section of which enacted Title 40, Public Build-
ings, Property, and Works.

Subsec. (k)(6) of this section, which required the Sec-
retary to submit an annual report to Congress summa-
rizing the activities carried out under subsec. (k) and
setting forth the findings, conclusions, and rec-
ommendations of the Secretary as a result of the ac-
tivities, terminated, effective May 15, 2000, pursuant to
section 3003 of Pub. L. 104-66, as amended, set out as a
note under section 1113 of Title 31, Money and Finance.
See, also, item 18 on page 103 of House Document No.
103-17.

AMENDMENTS

2022—Subsec. (c)(4). Pub. L. 117-328, §601(f)(1), added
par. (4).

Subsec. (g)(5), (6). Pub. L. 117-328, §601(f)(2), added
pars. (b) and (6).

2000—Subsec. (k)(7)(B). Pub. L. 106-400 made technical
amendment to reference in original act which appears
in text as reference to section 11302 of this title.

1990—Subsec. (k). Pub. L. 101-625 added subsec. (k).

1988—Subsec. (g)(4). Pub. L. 100-242 added par. (4).

Subsec. (j). Pub. L. 100-628 added subsec. (j).

1983—Subsec. (i). Pub. L. 98-181 added subsec. (i).

1980—Subsec. (a). Pub. L. 96-399 inserted reference to
Indian tribe in provisions preceding par. (1).

1979—Subsec. (h). Pub. L. 96-153 added subsec. (h).

1978—Subsec. (e). Pub. L. 95-557 inserted ‘‘The Sec-
retary shall not give priority for funding under this
section to any one of the groups listed in subsection (a)
over any of the others so listed”’.

1970—Subsec. (a). Pub. L. 91-609, §801(d)(1), authorized
financial assistance for broad-based nonprofit organiza-
tions incorporated within the State and nonprofit orga-
nizations of farmworkers incorporated within the State
and provided for low-rent housing and related facilities
‘‘(which may be located within the State)”.

Subsec. (a)(2). Pub. L. 91-609, §801(d)(2), substituted
€10 per centum’’ for ‘‘one-third”.

Subsec. (a)(3). Pub. L. 91-609, §801(d)(3), inserted
¢, and such housing and facilities shall be durable and
suitable for year-around occupancy or use, unless the
Secretary finds that there is no need for such year-
around occupancy or use in that area;”.

Subsec. (b). Pub. L. 91-609, §801(d)(4), substituted ‘90
per centum’’ for ‘‘two-thirds”.

Subsec. (g)(1). Pub. L. 91-609, §801(c), substituted
“‘structures (including household furnishings)”’ for
‘“‘structures’ in cls. (A) and (B).

Statutory Notes and Related Subsidiaries

EFFECTIVE DATE OF 2022 AMENDMENT

Amendment by Pub. L. 117-328 effective 2 years after
Dec. 29, 2022, see section 601(h) of div. AA of Pub. L.
117-328, set out as a note under section 1701q of Title 12,
Banks and Banking.

CONSTRUCTION OF 2022 AMENDMENT

Nothing in amendment made by Pub. L. 117-328 to be
construed to preempt or limit applicability of certain
State or local laws relating to smoke alarms, see sec-
tion 601(i) of div. AA of Pub. L. 117-328, set out as a note
under section 1701q of Title 12, Banks and Banking.
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§ 1487. Rural Housing Insurance Fund

(a) Authority to make and insure loans for hous-
ing and buildings on adequate farms;
amounts

The Secretary may insure loans meeting the
requirements of section 1472 of this title, and
may make loans in accordance with the require-
ments of such section to be sold and insured.
The amount of such a loan to a low income per-
son or family shall not exceed the amount nec-
essary to provide adequate housing which is
modest in size, design, and cost (as determined
by the Secretary).

(b) Authority to make and insure loans for hous-
ing and related facilities for domestic farm
labor and elderly persons; transfer of notes,
contracts, and mortgages from Agricultural
Credit Insurance Fund; compensation

The Secretary may insure loans in accordance
with the requirements of section 1484 of this
title (exclusive of subsections (a)(3), (a)(5), and
(b) thereof), 1485 of this title (exclusive of sub-
sections (a) and (b)(3) thereof), 1490d, and 1490f of
this title, and may make loans meeting such re-
quirements to be sold and insured. Upon the ex-
piration of ninety days after the original cap-
italization of the Rural Housing Insurance Fund,
created by subsection (e) of this section, no new
loans shall be made or insured under section 1484
or 1485(b) of this title, except in conformity with
this section. The notes held in the Agricultural
Credit Insurance Fund (section 1929 of title T7)
which evidence loans made or insured by the
Secretary under section 1484 or 1485(b) of this
title, the rights and liabilities of that Fund
under insurance contracts relating to such loans
held by insured investors, the mortgages secur-
ing the obligations of the borrowers under such
loans held in the Fund or by insured investors,
and all rights to subsequent collections on and
proceeds of such notes, contracts, and mort-
gages, are hereby transferred to the Rural Hous-
ing Insurance Fund and for the purposes of this
subchapter and any other Act shall be subject to
the provisions of this section as if created pursu-
ant thereto. The Rural Housing Insurance Fund
shall compensate the Agricultural Credit Insur-
ance Fund for the aggregate unpaid principal
balance plus accrued interest of the notes so
transferred.

(¢) Use of funds from Rural Housing Insurance
Fund for loans; sale of insured and guaran-
teed loans to public

The Secretary may use the Rural Housing In-
surance Fund for the purpose of making loans to
be sold and insured under this section. Any loan
made and sold by the Secretary under this sec-
tion after April 7, 1986 (and any loan made by
other lenders under this subchapter that is in-
sured or guaranteed in accordance with this sec-
tion, is purchased by the Secretary, and is sold
by the Secretary under this section after such
date) shall be sold to the public and may not be
sold to the Federal Financing Bank, unless such
sale to the Federal Financing Bank is required
to service transactions under this subchapter
between the Secretary and the Federal Financ-
ing Bank occurring on or before such date.
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(d) Authority to insure payment of interest and
principal; liens; assignability of notes evi-
dencing loans; interest subsidy on insured
and guaranteed loans offered for sale to pub-
lic; protection of borrowers under loans sold
to public

(1) The Secretary may, in conformity with
subsections (a), (b), and (m), insure the payment
of principal and interest on loans made by lend-
ers other than the United States, and on loans
made from or otherwise acquired by the Rural
Housing Insurance Fund which are sold by the
Secretary. Any contract of insurance executed
by the Secretary hereunder shall be an obliga-
tion supported by the full faith and credit of the
United States, and shall be incontestable except
for fraud or material misrepresentation of which
the holder has actual knowledge. In connection
with loans insured under this section, the Sec-
retary may take liens running to the United
States notwithstanding the fact that the notes
evidencing such loans may be held by lenders
other than the United States. Notes evidencing
such loans shall be freely assignable, but the
Secretary shall not be bound by any such assign-
ment until notice thereof is given to and ac-
knowledged by him.

(2) Bach loan made by the Secretary or other
lenders under this subchapter that is insured or
guaranteed in accordance with this subsection
shall, when offered for sale to the public, be ac-
companied by an agreement by the Secretary to
pay to the holder of such loan (through an
agreement to purchase such loan or through
such other means as the Secretary determines
to be appropriate) the difference between the
rate of interest paid by the borrower of such
loan and the market rate of interest (as deter-
mined by the Secretary) on obligations having
comparable periods to maturity on the date of
such sale.

(3) Each loan made by the Secretary or other
lenders under this subchapter that is insured or
guaranteed in accordance with this subsection
shall, when offered for sale to the public, be ac-
companied by agreements for the benefit of the
borrower under the loan that provide that—

(A) the purchaser or any assignee of the loan
shall not diminish any substantive or proce-
dural right of the borrower arising under this
subchapter;

(B) upon any substantial default of the bor-
rower, but prior to foreclosure, the loan shall
be assigned to the Secretary for the purpose of
avoiding foreclosure; and

(C) following any assignment under subpara-
graph (B) and before commencing any action
to foreclose or otherwise dispossess the bor-
rower, the Secretary shall afford the borrower
all substantive and procedural rights arising
under this subchapter, including consideration
for interest subsidy, moratorium, reamortiza-
tion, refinancing, and appeal of any adverse
decision to an impartial officer.

(4) From the proceeds of loan sales under para-
graph (2), the Secretary shall set aside as a re-
serve against future losses not less than 5 per-
cent of the outstanding face amount of the loans
held by the public at any time.
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