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years 1982, 1983, and 1984 and with each appropriation to be available until expended), to provide the Institute with initial capital adequate
for the exercise of its functions and responsibilities during such years; and thereafter the Institute shall be financially self-sustaining through
the means described in subsection (f). In addition to the amounts authorized to be appropriated under the first sentence of this section,
there are authorized to be appropriated to the
Institute to carry out the provisions of this section not to exceed $512,000 for fiscal year 1991
and $534,000 for fiscal year 1992. Any amount appropriated under the preceding sentence shall be
made available for expenditure or obligation by
the Institute only to the extent of an equal
amount received by the Institute after November 30, 1983, from persons or entities other than
the Federal Government.
(j) Annual report to President for transmittal to
Congress; contents
The Institute shall submit an annual report
for the preceding fiscal year to the President for
transmittal to the Congress within sixty days of
its receipt. The report shall include a comprehensive and detailed report of the Institute’s
operations, activities, financial condition, and
accomplishments under this section and may include such recommendations as the Institute
deems appropriate.
(Pub. L. 93–383, title VIII, § 809, Aug. 22, 1974, 88
Stat. 729; Pub. L. 94–375, § 24, Aug. 3, 1976, 90
Stat. 1078; Pub. L. 95–557, title III, § 319, Oct. 31,
1978, 92 Stat. 2101; Pub. L. 97–35, title III, § 339E,
Aug. 13, 1981, 95 Stat. 417; Pub. L. 98–181, title I
[title IV, § 462], Nov. 30, 1983, 97 Stat. 1232; Pub.
L. 100–242, title V, § 570(f), Feb. 5, 1988, 101 Stat.
1950; Pub. L. 101–625, title IX, § 952(a), Nov. 28,
1990, 104 Stat. 4418; Pub. L. 102–550, title IX,
§ 904(a), Oct. 28, 1992, 106 Stat. 3868.)
Editorial Notes
REFERENCES IN TEXT
The District of Columbia Nonprofit Corporation Act,
referred to in subsec. (b)(1), is Pub. L. 87–569, Aug. 6,
1962, 76 Stat. 265, as amended, which is not classified to
the Code.
CODIFICATION
Section was enacted as part of the Housing and Community Development Act of 1974, and not as part of the
National Housing Act which comprises this chapter.
AMENDMENTS
1992—Subsecs. (h) to (j). Pub. L. 102–550 added subsec.
(h) and redesignated former subsecs. (h) and (i) as (i)
and (j), respectively.
1990—Subsec. (h). Pub. L. 101–625 amended second sentence generally. Prior to amendment, second sentence
read as follows: ‘‘In addition to the amounts authorized
to be appropriated under the first sentence of this section, there is authorized to be appropriated to the Institute to carry out the provisions of this section not
to exceed $250,000 for fiscal year 1984.’’
1988—Subsec. (g)(4). Pub. L. 100–242, § 570(f)(1), substituted ‘‘of its’’ for ‘‘and its’’.
Subsec. (h). Pub. L. 100–242, § 570(f)(2), substituted
‘‘preceding’’ for ‘‘preceeding’’.
1983—Subsec. (h). Pub. L. 98–181 inserted provisions
relating to the appropriation of not to exceed $250,000
for fiscal 1984, such amount to be made available for expenditure only to the extent of an equal amount re-
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ceived from persons or entities other than the Federal
Government.
1981—Subsec. (c)(4). Pub. L. 97–35, § 339E(b), inserted
provisions respecting Presidential appointment powers
to the Board.
Subsec. (h). Pub. L. 97–35, § 339E(a), inserted provisions which extended authorization from 1982 to 1984,
and enumerated amount for fiscal years 1982, 1983, and
1984.
1978—Subsec. (h). Pub. L. 95–557 inserted ‘‘, and any
amounts not appropriated in fiscal years 1977 and 1978
may be appropriated in any fiscal year through 1982’’
after ‘‘1978’’.
1976—Subsec. (h). Pub. L. 94–375 inserted ‘‘, and
$5,000,000 for each of the fiscal years 1977 and 1978’’ after
‘‘fiscal year 1976’’.
Statutory Notes and Related Subsidiaries
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 this title.
NATIONAL INSTITUTE OF BUILDING SCIENCES TRUST
FUND; AUTHORIZATION OF APPROPRIATIONS
Pub. L. 98–396, title I, Aug. 22, 1984, 98 Stat. 1384, provided that: ‘‘There is appropriated out of funds not otherwise appropriated, the sum of $5,000,000 to a ‘National
Institute of Building Sciences Trust Fund’ which is
hereby established in the Treasury of the United
States: Provided, That the Secretary shall invest such
funds in U.S. Treasury special issue securities at a
fixed rate of ten per centum per annum, that such interest shall be credited to the Trust Fund on a quarterly basis, and that the Secretary shall make quarterly disbursements from such interest to the National
Institute of Building Sciences: Provided further, That
the total amount of such payment during any fiscal
year may not exceed $500,000 or the amount equivalent
to non-Federal funds received by the Institute during
the preceding fiscal year, whichever is less: Provided
further, That any amount of interest not used for any
such annual payment shall be paid into the general
fund of the Treasury: Provided further, That the appropriation of $5,000,000 made in this paragraph shall revert to the Treasury, on October 1, 1989, and the National Institute of Building Sciences Trust Fund shall
terminate following the final quarterly disbursement of
interest provided for in this paragraph.’’

§ 1701j–3. Preemption of due-on-sale prohibitions
(a) Definitions
For the purpose of this section—
(1) the term ‘‘due-on-sale clause’’ means a
contract provision which authorizes a lender,
at its option, to declare due and payable sums
secured by the lender’s security instrument if
all or any part of the property, or an interest
therein, securing the real property loan is sold
or transferred without the lender’s prior written consent;
(2) the term ‘‘lender’’ means a person or government agency making a real property loan
or any assignee or transferee, in whole or in
part, of such a person or agency;
(3) the term ‘‘real property loan’’ means a
loan, mortgage, advance, or credit sale secured
by a lien on real property, the stock allocated
to a dwelling unit in a cooperative housing
corporation, or a residential manufactured
home, whether real or personal property; and
(4) the term ‘‘residential manufactured
home’’ means a manufactured home as defined
in section 5402(6) of title 42 which is used as a
residence; and
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(5) the term ‘‘State’’ means any State of the
United States, the District of Columbia, the
Commonwealth of Puerto Rico, the Virgin Islands, Guam, the Northern Mariana Islands,
American Samoa, and the Trust Territory of
the Pacific Islands.
(b) Loan contract and terms governing execution
or enforcement of due-on-sale options and
rights and remedies of lenders and borrowers; assumptions of loan rates
(1) Notwithstanding any provision of the constitution or laws (including the judicial decisions) of any State to the contrary, a lender
may, subject to subsection (c), enter into or enforce a contract containing a due-on-sale clause
with respect to a real property loan.
(2) Except as otherwise provided in subsection
(d), the exercise by the lender of its option pursuant to such a clause shall be exclusively governed by the terms of the loan contract, and all
rights and remedies of the lender and the borrower shall be fixed and governed by the contract.
(3) In the exercise of its option under a due-onsale clause, a lender is encouraged to permit an
assumption of a real property loan at the existing contract rate or at a rate which is at or
below the average between the contract and
market rates, and nothing in this section shall
be interpreted to prohibit any such assumption.
(c) State prohibitions applicable for prescribed
period; subsection (b) provisions applicable
upon expiration of such period; loans subject
to State and Federal regulation or subsection
(b) provisions when authorized by State laws
or Federal regulations
(1) In the case of a contract involving a real
property loan which was made or assumed, including a transfer of the liened property subject
to the real property loan, during the period beginning on the date a State adopted a constitutional provision or statute prohibiting the exercise of due-on-sale clauses, or the date on which
the highest court of such State has rendered a
decision (or if the highest court has not so decided, the date on which the next highest appellate court has rendered a decision resulting in a
final judgment if such decision applies Statewide) prohibiting such exercise, and ending on
October 15, 1982, the provisions of subsection (b)
shall apply only in the case of a transfer which
occurs on or after the expiration of 3 years after
October 15, 1982, except that—
(A) a State, by a State law enacted by the
State legislature prior to the close of such 3year period, with respect to real property
loans originated in the State by lenders other
than national banks, Federal savings and loan
associations, Federal savings banks, and Federal credit unions, may otherwise regulate
such contracts, in which case subsection (b)
shall apply only if such State law so provides;
and
(B) the Comptroller of the Currency with respect to real property loans originated by national banks or the National Credit Union Administration Board with respect to real property loans originated by Federal credit unions
may, by regulation prescribed prior to the
close of such period, otherwise regulate such
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contracts, in which case subsection (b) shall
apply only if such regulation so provides.
(2)(A) For any contract to which subsection (b)
does not apply pursuant to this subsection, a
lender may require any successor or transferee
of the borrower to meet customary credit standards applied to loans secured by similar property, and the lender may declare the loan due
and payable pursuant to the terms of the contract upon transfer to any successor or transferee of the borrower who fails to meet such customary credit standards.
(B) A lender may not exercise its option pursuant to a due-on-sale clause in the case of a
transfer of a real property loan which is subject
to this subsection where the transfer occurred
prior to October 15, 1982.
(C) This subsection does not apply to a loan
which was originated by a Federal savings and
loan association or Federal savings bank.
(d) Exemption of specified transfers or dispositions
With respect to a real property loan secured
by a lien on residential real property containing
less than five dwelling units, including a lien on
the stock allocated to a dwelling unit in a cooperative housing corporation, or on a residential
manufactured home, a lender may not exercise
its option pursuant to a due-on-sale clause
upon—
(1) the creation of a lien or other encumbrance subordinate to the lender’s security instrument which does not relate to a transfer of
rights of occupancy in the property;
(2) the creation of a purchase money security interest for household appliances;
(3) a transfer by devise, descent, or operation
of law on the death of a joint tenant or tenant
by the entirety;
(4) the granting of a leasehold interest of
three years or less not containing an option to
purchase;
(5) a transfer to a relative resulting from the
death of a borrower;
(6) a transfer where the spouse or children of
the borrower become an owner of the property;
(7) a transfer resulting from a decree of a
dissolution of marriage, legal separation
agreement, or from an incidental property settlement agreement, by which the spouse of the
borrower becomes an owner of the property;
(8) a transfer into an inter vivos trust in
which the borrower is and remains a beneficiary and which does not relate to a transfer
of rights of occupancy in the property; or
(9) any other transfer or disposition described in regulations prescribed by the Federal Home Loan Bank Board.
(e) Rules, regulations, and interpretations; future income bearing loans subject to due-onsale options
(1) The Federal Home Loan Bank Board, in
consultation with the Comptroller of the Currency and the National Credit Union Administration Board, is authorized to issue rules and
regulations and to publish interpretations governing the implementation of this section.
(2) Notwithstanding the provisions of subsection (d), the rules and regulations prescribed
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under this section may permit a lender to exercise its option pursuant to a due-on-sale clause
with respect to a real property loan and any related agreement pursuant to which a borrower
obtains the right to receive future income.
(f) Effective date for enforcement of Corporation-owned loans with due-on-sale options
The Federal Home Loan Mortgage Corporation
(hereinafter referred to as the ‘‘Corporation’’)
shall not, prior to July 1, 1983, implement the
change in its policy announced on July 2, 1982,
with respect to enforcement of due-on-sale
clauses in real property loans which are owned
in whole or in part by the Corporation.
(g) Balloon payments
Federal Home Loan Bank Board regulations
restricting the use of a balloon payment shall
not apply to a loan, mortgage, advance, or credit sale to which this section applies.
(Pub. L. 97–320, title III, § 341, Oct. 15, 1982, 96
Stat. 1505; Pub. L. 98–181, title I [title IV, § 473],
Nov. 30, 1983, 97 Stat. 1237.)
Editorial Notes
CODIFICATION
Section was enacted as part of the Thrift Institutions
Restructuring Act and also as part of the Garn-St Germain Depository Institutions Act of 1982, and not as
part of the National Housing Act which comprises this
chapter.
AMENDMENTS
1983—Subsec. (d). Pub. L. 98–181 substituted ‘‘With respect to a real property loan secured by a lien on residential real property containing less than five dwelling
units, including a lien on the stock allocated to a
dwelling unit in a cooperative housing corporation, or
on a residential manufactured home, a lender’’ for ‘‘A
lender’’.
Statutory Notes and Related Subsidiaries
TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS
For termination of Trust Territory of the Pacific Islands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.
TRANSFER OF FUNCTIONS
Federal Home Loan Bank Board abolished and functions transferred, see sections 401 to 406 of Pub. L.
101–73, set out as a note under section 1437 of this title.

§ 1701k. Right to redeem property on which
United States has lien
The right to redeem provided for by section
2410(c) of title 28, shall not arise in any case in
which the subordinate lien or interest of the
United States derives from the issuance of insurance under the National Housing Act, as
amended [12 U.S.C. 1701 et seq.].
(Apr. 20, 1950, ch. 94, title V, § 505, 64 Stat. 81;
Pub. L. 85–857, § 13(q), Sept. 2, 1958, 72 Stat. 1266.)
Editorial Notes

(§ 1701 et seq.). For complete classification of this Act
to the Code, see section 1701 of this title and Tables.
CODIFICATION
Section was enacted as part of the Housing Act of
1950, and not as part of the National Housing Act which
comprises this chapter.
AMENDMENTS
1958—Pub. L. 85–857 struck out provisions which related to the right to redeem in cases in which the subordinate lien or interest derives from the issuance of
guaranties of insurance under the Serviceman’s Readjustment Act of 1944, as amended.
Statutory Notes and Related Subsidiaries
EFFECTIVE DATE OF 1958 AMENDMENT
Amendment by Pub. L. 85–857 effective Jan. 1, 1959,
see section 2 of Pub. L. 85–857, set out as an Effective
Date note preceding part 1 of Title 38, Veterans’ Benefits.
ACT APRIL 20, 1950, AS CONTROLLING LAW; HOUSING
AND HOME FINANCE ADMINISTRATOR UNAFFECTED
Act Apr. 20, 1950, ch. 94, title V, § 509, 64 Stat. 81, provided that: ‘‘Insofar as the provisions of any other law
are inconsistent with the provisions of this Act [see Tables for classification] the provisions of this Act shall
be controlling: Provided, That nothing contained in this
Act shall affect the authority of the Housing and Home
Finance Administrator under title II of Public Law 266,
Eighty-first Congress [Act Aug. 24, 1949, ch. 506, title II,
63 Stat. 657].’’
POWERS AND AUTHORITIES OF ACT APRIL 20, 1950, AS
CUMULATIVE; SEPARABILITY
Act Apr. 20, 1950, ch. 94, title V, § 510, 64 Stat. 81, provided that: ‘‘Except as may be otherwise expressly provided in this Act [see Tables for classification] all powers and authorities conferred by this Act shall be cumulative and additional to and not in derogation of any
powers and authorities otherwise existing. Notwithstanding any other evidences of the intention of Congress, it is hereby declared to be the controlling intent
of Congress that if any provisions of this Act, or the application thereof to any persons or circumstances, shall
be adjudged by any court of competent jurisdiction to
be invalid, such judgment shall not affect, impair, or
invalidate the remainder of this Act or its applications
to other persons and circumstances, but shall be confined in its operation to the provisions of this Act, or
the application thereof to the persons and circumstances, directly involved in the controversy in
which such judgment shall have been rendered.’’

§ 1701l. Limitation on interest rates of insured
mortgages; terms of sales
It is the intent of Congress that no sale of a
dwelling on which a mortgage is insured under
the National Housing Act, as amended [12 U.S.C.
1701 et seq.], shall be financed, while such mortgage is so insured, at an interest rate higher
than that prescribed by the Secretary of Housing and Urban Development. It is the further intent of Congress that no such sale shall be made,
while such mortgage is so insured, on terms less
favorable to the purchaser as to amortization,
retirement, foreclosure, or forfeiture than those
contained in such mortgage.
(Apr. 20, 1950, ch. 94, title V, § 508, 64 Stat. 81;
Pub. L. 90–19, § 8(e), May 25, 1967, 81 Stat. 22.)
Editorial Notes

REFERENCES IN TEXT
The National Housing Act, as amended, referred to in
text, is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended, which is classified principally to this chapter
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REFERENCES IN TEXT
The National Housing Act, as amended, referred to in
text, is act June 27, 1934, ch. 847, 48 Stat. 1246, as

Sfmt 5800

D:\OLRC\DATA\PRINT\2018SUPP220\OUTPUT\PCC\FOLIOS\USC12.20

PROD

