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(1) the creation of a lien or other encum-
brance subordinate to the lender’s security in-
strument which does not relate to a transfer of 
rights of occupancy in the property; 

(2) the creation of a purchase money secu-
rity 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 set-
tlement 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 bene-
ficiary and which does not relate to a transfer 
of rights of occupancy in the property; or 

(9) any other transfer or disposition de-
scribed in regulations prescribed by the Fed-
eral Home Loan Bank Board. 

(e) Rules, regulations, and interpretations; fu-
ture income bearing loans subject to due-on- 
sale options 

(1) The Federal Home Loan Bank Board, in 
consultation with the Comptroller of the Cur-
rency and the National Credit Union Adminis-
tration Board, is authorized to issue rules and 
regulations and to publish interpretations gov-
erning the implementation of this section. 

(2) Notwithstanding the provisions of sub-
section (d), the rules and regulations prescribed 
under this section may permit a lender to exer-
cise its option pursuant to a due-on-sale clause 
with respect to a real property loan and any re-
lated agreement pursuant to which a borrower 
obtains the right to receive future income. 

(f) Effective date for enforcement of Corpora-
tion-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 cred-
it 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.) 

CODIFICATION 

Section was enacted as part of the Thrift Institutions 
Restructuring Act and also as part of the Garn-St Ger-
main 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 re-
spect to a real property loan secured by a lien on resi-

dential 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’’. 

TERMINATION OF TRUST TERRITORY OF THE PACIFIC 
ISLANDS 

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title 
48, Territories and Insular Possessions. 

TRANSFER OF FUNCTIONS 

Federal Home Loan Bank Board abolished and func-
tions 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 in-
surance 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.) 

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 
(§ 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 relat-
ed to the right to redeem in cases in which the subordi-
nate lien or interest derives from the issuance of guar-
anties of insurance under the Serviceman’s Readjust-
ment Act of 1944, as amended. 

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’ Bene-
fits. 

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, pro-
vided 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 Pub-
lic 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, pro-
vided that: ‘‘Except as may be otherwise expressly pro-
vided in this Act [see Tables for classification] all pow-
ers and authorities conferred by this Act shall be cu-
mulative and additional to and not in derogation of any 
powers and authorities otherwise existing. Notwith-
standing any other evidences of the intention of Con-
gress, it is hereby declared to be the controlling intent 
of Congress that if any provisions of this Act, or the ap-
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plication 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 con-
fined in its operation to the provisions of this Act, or 
the application thereof to the persons and circum-
stances, 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 mort-
gage is so insured, at an interest rate higher 
than that prescribed by the Secretary of Hous-
ing and Urban Development. It is the further in-
tent 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.) 

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 
(§ 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 

1967—Pub. L. 90–19 substituted ‘‘Secretary of Housing 
and Urban Development’’ for ‘‘Federal Housing Com-
missioner’’. 

§ 1701l–1. Mortgage proceeds fraudulently mis-
appropriated by mortgagor; recovery of defi-
ciency after foreclosure 

The Secretary of Housing and Urban Develop-
ment shall take action to secure the payment of 
any deficiency after foreclosure on a mortgage 
insured or assisted under Federal law where the 
Secretary has reason to believe that the mort-
gage proceeds have been fraudulently misappro-
priated by the mortgagor. 

(Pub. L. 93–383, title VIII, § 819, Aug. 22, 1974, 88 
Stat. 740.) 

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. 

§ 1701m. Credit and cancellation of notes trans-
ferred from Reconstruction Finance Cor-
poration; net loss computation 

The Secretary of the Treasury is authorized 
and directed from time to time to credit and 
cancel the note or notes of the Housing and 
Home Finance Administrator executed and de-
livered in connection with loans transferred 
from the Reconstruction Finance Corporation to 
the Housing and Home Finance Agency pursuant 

to Reorganization Plan Numbered 23 of 1950 (64 
Stat. 1279), to the extent of the net loss, as de-
termined by the Secretary of the Treasury, sus-
tained by said Agency in the liquidation of de-
faulted loans. The net loss shall be the sum of 
the unpaid principal and advances for care and 
preservation of collateral, together with accrued 
and unpaid interest on said principal and ad-
vances, and all expenses and costs (other than 
those subject to administrative expense limita-
tions) in connection with the liquidation of de-
faulted loans, less the amount actually realized 
by the Housing and Home Finance Agency on ac-
count of such defaulted loans. 

(July 14, 1952, ch. 723, § 9, 66 Stat. 603.) 

REFERENCES IN TEXT 

Reorganization Plan Numbered 23 of 1950, referred to 
in text, is set out in the Appendix to Title 5, Govern-
ment Organization and Employees. 

CODIFICATION 

Section was enacted as part of the Housing Act of 
1952, and not as part of the National Housing Act which 
comprises this chapter. 

TRANSFER OF FUNCTIONS 

Functions, powers, and duties of Housing and Home 
Finance Agency and its Administrator transferred to 
and vested in Secretary of Housing and Urban Develop-
ment by Pub. L. 89–174, § 5, Sept. 9, 1965, 79 Stat. 669, 
classified to section 3534 of Title 42, The Public Health 
and Welfare. 

TERMINATION, LIQUIDATION, AND ABOLITION OF 
RECONSTRUCTION FINANCE CORPORATION 

Section 6(a) of Reorg. Plan No. 1 of 1957, eff. June 30, 
1957, 22 F.R. 4633, 71 Stat. 647, set out in the Appendix 
to Title 5, Government Organization and Employees, 
abolished Reconstruction Finance Corporation. 

Termination on June 30, 1954, of Reconstruction Fi-
nance Corporation and liquidation thereof, see sections 
608 and 609 of Title 15, Commerce and Trade, and notes 
thereunder. 

§ 1701n. Reduction of vulnerability of congested 
urban areas to enemy attack 

The Department of Housing and Urban Devel-
opment, and any other departments or agencies 
of the Federal Government having powers, func-
tions, or duties with respect to housing under 
any law shall exercise such powers, functions, or 
duties in such manner as, consistent with the re-
quirements thereof, will facilitate progress in 
the reduction of the vulnerability of congested 
urban areas to enemy attack. 

(Aug. 2, 1954, ch. 649, title VIII, § 811, 68 Stat. 646; 
Pub. L. 90–19, § 10(g), May 25, 1967, 81 Stat. 23.) 

CODIFICATION 

Section was enacted as part of the Housing Act of 
1954, and not as part of the National Housing Act which 
comprises this chapter. 

AMENDMENTS 

1967—Pub. L. 90–19 substituted ‘‘Department of Hous-
ing and Urban Development’’ for ‘‘Housing and Home 
Finance Agency, including its constituent agencies’’. 

§ 1701o. Annual report of Secretary 

The Secretary of Housing and Urban Develop-
ment shall, as soon as practicable during each 
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