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ment to conduct a study of home and builder’s warran-
ties and protection plans regarding construction of, and 
materials used in, 1- to 4-family dwellings subject to 
mortgages insured under title II of the National Hous-
ing Act (12 U.S.C. 1707 et seq.), and submit a report to 
Congress regarding findings of the study and any rec-
ommendations of the Secretary resulting from the 
study, not later than the expiration of the 12-month pe-
riod beginning on Oct. 28, 1992. 

§ 1701j–2. National Institute of Building Sciences 

(a) Congressional findings and declaration of 
purpose 

(1) The Congress finds (A) that the lack of an 
authoritative national source to make findings 
and to advise both the public and private sectors 
of the economy with respect to the use of build-
ing science and technology in achieving nation-
ally acceptable standards and other technical 
provision for use in Federal, State, and local 
housing and building regulations is an obstacle 
to efforts by and imposes severe burdens upon 
all those who procure, design, construct, use, op-
erate, maintain, and retire physical facilities, 
and frequently results in the failure to take full 
advantage of new and useful developments in 
technology which could improve our living envi-
ronment; (B) that the establishment of model 
buildings codes or of a single national building 
code will not completely resolve the problem be-
cause of the difficulty at all levels of govern-
ment in updating their housing and building 
regulations to reflect new developments in tech-
nology, as well as the irregularities and incon-
sistencies which arise in applying such require-
ments to particular localities or special local 
conditions; (C) that the lack of uniform housing 
and building regulatory provisions increases the 
costs of construction and thereby reduces the 
amount of housing and other community facili-
ties which can be provided; and (D) that the ex-
istence of a single authoritative nationally rec-
ognized institution to provide for the evaluation 
of new technology could facilitate introduction 
of such innovations and their acceptance at the 
Federal, State, and local levels. 

(2) The Congress further finds, however, that 
while an authoritative source of technical find-
ings is needed, various private organizations and 
institutions, private industry, labor, and Fed-
eral and other governmental agencies and enti-
ties are presently engaged in building research, 
technology development, testing, and evalua-
tion, standards and model code development and 
promulgation, and information dissemination. 
These existing activities should be encouraged 
and these capabilities effectively utilized wher-
ever possible and appropriate to the purposes of 
this section. 

(3) The Congress declares that an authori-
tative nongovernmental instrument needs to be 
created to address the problems and issues de-
scribed in paragraph (1), that the creation of 
such an instrument should be initiated by the 
Government, with the advice and assistance of 
the National Academy of Sciences-National 
Academy of Engineering-National Research 
Council (hereinafter referred to as the ‘‘Acad-
emies-Research Council’’) and of the various sec-
tors of the building community, including labor 
and management, technical experts in building 

science and technology, and the various levels of 
government. 

(b) Establishment; advice and assistance of Acad-
emies-Research Council and other agencies 
and organizations knowledgeable in building 
technology 

(1) There is authorized to be established, for 
the purposes described in subsection (a)(3), an 
appropriate nonprofit, nongovernmental instru-
ment to be known as the National Institute of 
Building Sciences (hereinafter referred to as the 
‘‘Institute’’), which shall not be an agency or es-
tablishment of the United States Government. 
The Institute shall be subject to the provisions 
of this section and, to the extent consistent with 
this section, to a charter of the Congress if such 
a charter is requested and issued or to the Dis-
trict of Columbia Nonprofit Corporation Act if 
that is deemed preferable. 

(2) The Academies-Research Council, along 
with other agencies and organizations which are 
knowledgeable in the field of building tech-
nology, shall advise and assist in (A) the estab-
lishment of the Institute; (B) the development of 
an organizational framework to encourage and 
provide for the maximum feasible participation 
of public and private scientific, technical, and 
financial organizations, institutions, and agen-
cies now engaged in activities pertinent to the 
development, promulgation, and maintenance of 
performance criteria, standards, and other tech-
nical provisions for building codes and other 
regulations; and (C) the promulgation of appro-
priate organizational rules and procedures in-
cluding those for the selection and operation of 
a technical staff, such rules and procedures to be 
based upon the primary object of promoting the 
public interest and insuring that the widest pos-
sible variety of interests and experience essen-
tial to the functions of the Institute are rep-
resented in the Institute’s operations. Rec-
ommendations of the Academies-Research Coun-
cil shall be based upon consultations with and 
recommendations from various private organiza-
tions and institutions, labor, private industry, 
and governmental agencies entities operating in 
the field, and the Consultative Council as pro-
vided for under subsection (c)(8). 

(3) Nothing in this section shall be construed 
as expressing the intent of the Congress that the 
Academies-Research Council itself be required 
to assume any function or operation vested in 
the Institute by or under this section. 

(c) Board of Directors; number; appointment; 
membership; terms of office; vacancies; ap-
pointment, etc., of Chairman and Vice Chair-
man; employees of United States; travel and 
subsistence expenses; appointment and com-
pensation of president and other executive 
officers and employees; establishment, mem-
bership, and functions of Consultative Coun-
cil 

(1) The Institute shall have a Board of Direc-
tors (hereinafter referred to as the ‘‘Board’’) 
consisting of not less than fifteen nor more than 
twenty-one members, appointed by the Presi-
dent of the United States by and with the advice 
and consent of the Senate. The Board shall be 
representative of the various segments of the 
building community, of the various regions of 
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the country, and of the consumers who are or 
would be affected by actions taken in the exer-
cise of the functions and responsibilities of the 
Institute, and shall include (A) representatives 
of the construction industry, including rep-
resentatives of construction labor organizations, 
product manufacturers, and builders, housing 
management experts, and experts in building 
standards, codes, and fire safety, and (B) mem-
bers representative of the public interest in such 
numbers as may be necessary to assure that a 
majority of the members of the Board represent 
the public interest and that there is adequate 
consideration by the Institute of consumer in-
terests in the exercise of its functions and re-
sponsibilities. Those representing the public in-
terest on the Board shall include architects, pro-
fessional engineers, officials of Federal, State, 
and local agencies, and representatives of con-
sumer organizations. Such members of the 
Board shall hold no financial interest or mem-
bership in, nor be employed by, or receive other 
compensation from, any company, association, 
or other group associated with the manufacture, 
distribution, installation, or maintenance of 
specialized building products, equipment, sys-
tems, subsystems, or other construction mate-
rials and techniques for which there are avail-
able substitutes. 

(2) The members of the initial Board shall 
serve as incorporators and shall take whatever 
actions are necessary to establish the Institute 
as provided for under subsection (b)(1). 

(3) The term of office of each member of the 
initial and succeeding Boards shall be three 
years; except that (A) any member appointed to 
fill a vacancy occurring prior to the expiration 
of the term for which his predecessor was ap-
pointed shall be appointed for the remainder of 
such term; and (B) the terms of office of mem-
bers first taking office shall begin on the date of 
incorporation and shall expire, as designated at 
the time of their appointment, one-third at the 
end of one year, one-third at the end of two 
years, and one-third at the end of three years. 
No member shall be eligible to serve in excess of 
three consecutive terms of three years each. 
Notwithstanding the preceding provisions of 
this subsection, a member whose term has ex-
pired may serve until his successor has quali-
fied. 

(4) Any vacancy in the initial and succeeding 
Boards shall not affect its power, but shall be 
filled in the manner in which the original ap-
pointments were made, or, after the first five 
years of operation, as provided for by the orga-
nizational rules and procedures of the Institute; 
except that, notwithstanding any such rules and 
procedures as may be adopted by the Institute, 
the President of the United States, by and with 
the advice and consent of the Senate, shall ap-
point, as representative of the public interest, 
two of the members of the Board of Directors se-
lected each year for terms commencing in that 
year. 

(5) The President shall designate one of the 
members appointed to the initial Board as 
Chairman; thereafter, the members of the initial 
and succeeding Boards shall annually elect one 
of their number as Chairman. The members of 
the Board shall also elect one or more of their 

Members as Vice Chairman. Terms of the Chair-
man and Vice Chairman shall be for one year 
and no individual shall serve as Chairman or 
Vice Chairman for more than two consecutive 
terms. 

(6) The members of the initial or succeeding 
Boards shall not, by reason of such membership, 
be deemed to be employees of the United States 
Government. They shall, while attending meet-
ings of the Board or while engaged in duties re-
lated to such meetings or in other activities of 
the Board pursuant to this section, be entitled 
to receive compensation at the rate of $100 per 
day including traveltime, and while away from 
their homes or regular places of business they 
may be allowed travel expenses, including per 
diem in lieu of subsistence, equal to that au-
thorized under section 5703 of title 5, for persons 
in the Government service employed intermit-
tently. 

(7) The Institute shall have a president and 
such other executive officers and employees as 
may be appointed by the Board at rates of com-
pensation fixed by the Board. No such executive 
officer or employee may receive any salary or 
other compensation from any source other than 
the Institute during the period of his employ-
ment by the Institute. 

(8) The Institute shall establish, with the ad-
vice and assistance of the Academies-Research 
Council and other agencies and organizations 
which are knowledgeable in the field of building 
technology, a Consultative Council, membership 
in which shall be available to representatives of 
all appropriate private trade, professional, and 
labor organizations, private and public stand-
ards, code, and testing bodies, public regulatory 
agencies, and consumer groups, so as to insure a 
direct line of communication between such 
groups and the Institute and a vehicle for rep-
resentative hearings on matters before the Insti-
tute. 

(d) Financial restrictions and prohibitions 

(1) The Institute shall have no power to issue 
any shares of stock, or to declare or pay any 
dividends. 

(2) No part of the income or assets of the Insti-
tute shall inure to the benefit of any director, 
officer, employee, or other individual except as 
salary or reasonable compensation for services. 

(3) The Institute shall not contribute to or 
otherwise support any political party or can-
didate for elective public office. 

(e) Exercise of functions and responsibilities 

(1) The Institute shall exercise its functions 
and responsibilities in four general areas, relat-
ing to building regulations, as follows: 

(A) Development, promulgation, and mainte-
nance of nationally recognized performance 
criteria, standards, and other technical provi-
sions for maintenance of life, safety, health, 
and public welfare suitable for adoption by 
building regulating jurisdictions and agencies, 
including test methods and other evaluative 
techniques relating to building systems, sub-
systems, components, products, and materials 
with due regard for consumer problems. 

(B) Evaluation and prequalification of exist-
ing and new building technology in accordance 
with subparagraph (A). 
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(C) Conduct of needed investigations in di-
rect support of subparagraphs (A) and (B). 

(D) Assembly, storage, and dissemination of 
technical data and other information directly 
related to subparagraphs (A), (B), and (C).

(2) The Institute in exercising its functions 
and responsibilities described in paragraph (1) 
shall assign and delegate, to the maximum ex-
tent possible, responsibility for conducting each 
of the needed activities described in paragraph 
(1) to one or more of the private organizations, 
institutions, agencies, and Federal and other 
governmental entities with a capacity to exer-
cise or contribute to the exercise of such respon-
sibility, monitor the performance achieved 
through assignment and delegation, and, when 
deemed necessary, reassign and delegate such 
responsibility. 

(3) The Institute in exercising its functions 
and responsibilities under paragraphs (1) and (2) 
shall (A) give particular attention to the devel-
opment of methods for encouraging all sectors 
of the economy to cooperate with the Institute 
and to accept and use its technical findings, and 
to accept and use the nationally recognized per-
formance criteria, standards, and other tech-
nical provisions developed for use in Federal, 
State, and local building codes and other regula-
tions which result from the program of the In-
stitute; (B) seek to assure that its actions are 
coordinated with related requirements which 
are imposed in connection with community and 
environmental development generally; and (C) 
consult with the Department of Justice and 
other agencies of government to the extent nec-
essary to insure that the national interest is 
protected and promoted in the exercise of its 
functions and responsibilities. 

(f) Contract and grant authorization; donations; 
fees; amounts received in addition to 
amounts appropriated 

(1) The Institute is authorized to accept con-
tracts and grants from Federal, State, and local 
governmental agencies and other entities, and 
grants and donations from private organiza-
tions, institutions, and individuals. 

(2) The Institute may, in accordance with 
rates and schedules established with guidance as 
provided under subsection (b)(2), establish fees 
and other charges for services provided by the 
Institute or under its authorization. 

(3) Amounts received by the Institute under 
this section shall be in addition to any amounts 
which may be appropriated to provide its initial 
operating capital under subsection (h). 

(g) Technical findings and performance criteria 
and standards; applicability and use by Fed-
eral departments, agencies, and establish-
ments, and State and local governments; sup-
porting grants and contracts 

(1) Every department, agency, and establish-
ment of the Federal Government, in carrying 
out any building or construction, or any 
building- or construction-related programs, 
which involves direct expenditures, and in devel-
oping technical requirements for any such build-
ing or construction, shall be encouraged to ac-
cept the technical findings of the Institute, or 
any nationally recognized performance criteria, 

standards, and other technical provisions for 
building regulations brought about by the Insti-
tute, which may be applicable. 

(2) All projects and programs involving Fed-
eral assistance in the form of loans, grants, 
guarantees, insurance, or technical aid, or in 
any other form, shall be encouraged to accept, 
use, and comply with any of the technical find-
ings of the Institute, or any nationally recog-
nized performance criteria, standards, and other 
technical provisions for building codes and other 
regulations brought about by the Institute, 
which may be applicable to the purposes for 
which the assistance is to be used. 

(3) Every department, agency, and establish-
ment of the Federal Government having respon-
sibility for building or construction, or for 
building- or construction-related programs, is 
authorized and encouraged to request authoriza-
tion and appropriations for grants to the Insti-
tute for its general support, and is authorized to 
contract with and accept contracts from the In-
stitute for specific services where deemed appro-
priate by the responsible Federal official in-
volved. 

(4) The Institute shall establish and carry on a 
specific and continuing program of cooperation 
with the States and their political subdivisions 
designed to encourage their acceptance of its 
technical findings and of nationally recognized 
performance criteria, standards, and other tech-
nical provisions for building regulations brought 
about by the Institute. Such program shall in-
clude (A) efforts to encourage any changes in ex-
isting State and local law to utilize or embody 
such findings and regulatory provisions; and (B) 
assistance to States in the development of in-
service training programs for building officials, 
and in the establishment of fully staffed and 
qualified State technical agencies to advise 
local officials on questions of technical interpre-
tation. 

(h) Advanced Building Technology Program 

(1) Establishment of Advanced Building Tech-
nology Council 

There is established within the Institute, the 
Advanced Building Technology Council (here-
after referred to as the ‘‘Council’’). 

(2) Purposes 

The Council shall carry out an Advanced 
Building Technology Program for the purposes 
of—

(A) identifying, selecting, and evaluating 
existing and new building technologies, in-
cluding energy cost savings technologies, 
that conform to recognized performance cri-
teria and meet applicable test standards for 
maintenance of life, safety, health, and pub-
lic welfare when used in occupied buildings; 

(B) to the extent necessary, developing cri-
teria for the use of such technology; 

(C) conducting economic analyses of pro-
posed new technologies when produced and 
installed in buildings at volumes associated 
with comparable conventional technologies; 

(D) in cooperation with the appropriate 
Federal agencies, advising building design-
ers, installers, subcontractors, contractors 
and supervisory officials on the appropriate 
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design and use of new building technology 
incorporated in federally owned or operated 
buildings; 

(E) in cooperation with the appropriate 
Federal agencies, monitoring and evaluating 
the performance of new building tech-
nologies for at least 1 year after installation 
and building occupancy; and 

(F) disseminating resulting data to af-
fected parties through automated informa-
tion management systems. 

(3) Council membership 

The Council shall be comprised of not less 
than 6 and not more than 11 members selected 
by the Secretary of Housing and Urban Devel-
opment from among representatives of the 
various segments of the nationwide building 
community that have extensive experience in 
building industries, including, but not limited 
to—

(A) product manufacturers; 
(B) experts in the fields of health, fire haz-

ards, and safety; and 
(C) independent representatives of the pub-

lic interest such as architects, professional 
engineers, and representatives of consumer 
organizations,

except that serving members of the National 
Institute of Building Sciences Advisory Coun-
cil shall not be eligible to serve simulta-
neously on the Council. 

(4) Federal participation 

(A) In general 

Any agency of the Federal Government in-
volved in any building or construction may 
participate in the Advanced Building Tech-
nology Program with the Council to develop 
and implement programs to incorporate one 
or more of the recommended new tech-
nologies in a new or existing building within 
the agency. 

(B) Required assurances 

Upon agreement between a participating 
Federal agency and the Council, with re-
spect to the selection of the appropriate 
technology and the schedule of necessary 
work, the Council shall—

(i) provide the Federal agency with a 5-
year guarantee from the technology manu-
facturer that—

(I) all necessary corrections to the 
technology will be made in the design, 
installation, and maintenance of the 
technology; 

(II) all malfunctions will be repaired 
without delay; and 

(III) the technology manufacturer will 
be responsible for removal of the tech-
nology in the event of its failure to per-
form as required;

(ii) provide the Federal agency and its 
officials responsible for constructing or 
renovating buildings utilizing the new 
technology, as well as the designers, in-
stallers, subcontractors, and contractors 
responsible for the design, construction, or 
renovation of the buildings utilizing such 
technology with the technical information 

necessary to ensure its most appropriate 
use, 

(iii) in cooperation with the Federal 
agency, monitor and evaluate the perform-
ance of the new technology, and 

(iv) prepare reports to be made available 
to public agencies at all levels of govern-
ment, the industry, and the public on the 
performance of the new technology. 

(5) Report to the Institute 

The Council shall submit to the Institute an-
nually a description of its activities under the 
Advanced Building Technology Program for 
inclusion in the Institute’s annual report to 
the Congress under subsection (j). 

(i) Authorization of appropriations 

There is authorized to be appropriated to the 
Institute not to exceed $5,000,000 for the fiscal 
year 1975, and $5,000,000 for the fiscal year 1976, 
and $5,000,000 for each of the fiscal years 1977 and 
1978, and any amounts not appropriated in fiscal 
years 1977 and 1978 may be appropriated in any 
fiscal year through 1984 (with not more than 
$500,000 to be appropriated for each of the fiscal 
years 1982, 1983, and 1984 and with each appro-
priation to be available until expended), to pro-
vide the Institute with initial capital adequate 
for the exercise of its functions and responsibil-
ities during such years; and thereafter the Insti-
tute shall be financially self-sustaining through 
the means described in subsection (f). In addi-
tion to the amounts authorized to be appro-
priated under the first sentence of this section, 
there are authorized to be appropriated to the 
Institute to carry out the provisions of this sec-
tion not to exceed $512,000 for fiscal year 1991 
and $534,000 for fiscal year 1992. Any amount ap-
propriated 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 Novem-
ber 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 com-
prehensive and detailed report of the Institute’s 
operations, activities, financial condition, and 
accomplishments under this section and may in-
clude 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, which is not classified to the Code. 
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CODIFICATION 

Section was enacted as part of the Housing and Com-
munity 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 sen-
tence generally. Prior to amendment, second sentence 
read as follows: ‘‘In addition to the amounts authorized 
to be appropriated under the first sentence of this sec-
tion, there is authorized to be appropriated to the In-
stitute 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), sub-
stituted ‘‘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 ex-
penditure only to the extent of an equal amount re-
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 provi-
sions 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, pro-
vided that: ‘‘There is appropriated out of funds not oth-
erwise 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 in-
terest shall be credited to the Trust Fund on a quar-
terly basis, and that the Secretary shall make quar-
terly 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 appro-
priation of $5,000,000 made in this paragraph shall re-
vert to the Treasury, on October 1, 1989, and the Na-
tional 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 writ-
ten consent; 

(2) the term ‘‘lender’’ means a person or gov-
ernment 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 

(5) the term ‘‘State’’ means any State of the 
United States, the District of Columbia, the 
Commonwealth of Puerto Rico, the Virgin Is-
lands, 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 bor-
rowers; assumptions of loan rates 

(1) Notwithstanding any provision of the con-
stitution or laws (including the judicial deci-
sions) of any State to the contrary, a lender 
may, subject to subsection (c), enter into or en-
force 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 pur-
suant to such a clause shall be exclusively gov-
erned by the terms of the loan contract, and all 
rights and remedies of the lender and the bor-
rower shall be fixed and governed by the con-
tract. 

(3) In the exercise of its option under a due-on-
sale clause, a lender is encouraged to permit an 
assumption of a real property loan at the exist-
ing 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, in-
cluding a transfer of the liened property subject 
to the real property loan, during the period be-
ginning on the date a State adopted a constitu-
tional provision or statute prohibiting the exer-
cise 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 de-
cided, the date on which the next highest appel-
late court has rendered a decision resulting in a 
final judgment if such decision applies State-
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