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payment in full as a result of invoking
such clause.

(3) A lender shall not impose a pre-
payment penalty or equivalent fee
when the lender or party acting on be-
half of the lender fails to approve with-
in 30 days the completed credit applica-
tion of a qualified transferee of the se-
curity property to assume the loan in
accordance with the terms of the loan,
and thereafter the borrower transfers
the security property to such trans-
feree and prepays the loan in full with-
in 120 days after receipt by the lender
of the completed credit application.
For purposes of this paragraph (b)(3), a
qualified transferee is a person who
qualifies for the loan under the lender’s
applicable underwriting standards and
who occupies or will occupy the secu-
rity property.

(4) A lender waives its option to exer-
cise a due-on-sale clause as to a spe-
cific transfer if, before the transfer, the
lender and the existing borrower’s pro-
spective successor in interest agree in
writing that the successor in interest
will be obligated under the terms of the
loan and that interest on sums secured
by the lender’s security interest will be
payable at a rate the lender shall re-
quest. Upon such agreement and result-
ant waiver, a lender shall release the
existing borrower from all obligations
under the loan instruments, and the
lender is deemed to have made a new
loan to the existing borrower’s suc-
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cessor in interest. The waiver and re-
lease apply to all loans secured by
homes occupied by borrowers made by
a Federal savings association after
July 31, 1976, and to all loans secured
by homes occupied by borrowers made
by other lenders after the effective
date of this regulation.

(5) Nothing in paragraph (b)(1) of this
section shall be construed to restrict a
lender’s right to enforce a due-on-sale
clause upon the subsequent occurrence
of any event which disqualifies a trans-
fer for a previously-applicable excep-
tion under that paragraph (b)(1).

(c) Policy considerations. Paragraph
(b) of this section does not prohibit a
lender from requiring, as a condition to
an assumption, continued maintenance
of mortgage insurance by the existing
borrower’s successor in interest,
whether by endorsement of the existing
policy or by entrance into a new con-
tract of insurance.

§591.6 Interpretations.

The Office periodically will publish
Interpretations under section 341 of the
Garn-St Germain Depository Institu-
tions Act of 1982, Pub. L. 97-320, 96
Stat. 1469, 1505-1507, in the FEDERAL
REGISTER in response to written re-
quests sent to the Secretary, Office of
Thrift Supervision, 1700 G Street, NW.,
Washington, DC 20552.
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