§32.6

(£)(3)(i) of this section applies, a na-
tional bank’s loans and other exten-
sions of credit to a foreign government,
its agencies and instrumentalities, (in-
cluding restructured debt) shall not ex-
ceed, in the aggregate, 50 percent of the
bank’s capital and surplus.

§32.6

(a) A loan, within a bank’s legal lend-
ing limit when made, will not be
deemed a violation but will be treated
as nonconforming if the loan is no
longer in conformity with the bank’s
lending limit because—

(1) The bank’s capital has declined,
borrowers have subsequently merged or
formed a common enterprise, lenders
have merged, the lending limit or cap-
ital rules have changed; or

(2) Collateral securing the loan to
satisfy the requirements of a lending
limit exception has declined in value.

(b) A bank must use reasonable ef-
forts to bring a loan that is noncon-
forming as a result of paragraph (a)(1)
of this section into conformity with
the bank’s lending limit unless to do so
would be inconsistent with safe and
sound banking practices.

(c) A bank must bring a loan that is
nonconforming as a result of cir-
cumstances described in paragraph
(a)(2) of this section into conformity
with the bank’s lending limit within 30
calendar days, except when judicial
proceedings, regulatory actions or
other extraordinary circumstances be-
yond the bank’s control prevent the
bank from taking action.

Nonconforming loans.

§32.7 Residential real estate loans,
small business loans, and small
farm loans.

(a) Residential real estate, small busi-
ness, and small farm loans. (1) In addi-
tion to the amount that a national
bank may lend to one borrower under
§32.3, an eligible national bank may
make residential real estate loans or
extensions of credit to one borrower in
the lesser of the following two
amounts: 10 percent of its capital and
surplus; or the percent of its capital
and surplus, in excess of 15 percent,
that a State bank is permitted to lend
under the State lending limit that is
available for residential real estate
loans or unsecured loans in the State
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where the main office of the national
bank is located. Any such loan or ex-
tension of credit must be secured by a
perfected first-lien security interest in
1-4 family real estate in an amount
that does not exceed 80 percent of the
appraised value of the collateral at the
time the loan or extension of credit is
made.

(2) In addition to the amount that a
national bank may lend to one bor-
rower under §32.3, an eligible national
bank may make small business loans
or extensions of credit to one borrower
in the lesser of the following two
amounts: 10 percent of its capital and
surplus; or the percent of its capital
and surplus, in excess of 15 percent,
that a State bank is permitted to lend
under the State lending limit that is
available for small business loans or
unsecured loans in the State where the
main office of the national bank is lo-
cated.

(3) In addition to the amount that a
national bank may lend to one bor-
rower under §32.3, an eligible national
bank may make small farm loans or
extensions of credit to one borrower in
the lesser of the following two
amounts: 10 percent of its capital and
surplus; or the percent of its capital
and surplus, in excess of 15 percent,
that a State bank is permitted to lend
under the State lending limit that is
available for small farm loans or unse-
cured loans in the State where the
main office of the national bank is lo-
cated.

(4) The total outstanding amount of a
national bank’s loans and extensions of
credit to one borrower made under
§§32.3(a) and (b), together with loans
and extensions of credit to the bor-
rower made pursuant to paragraphs
(a)(1), (2), and (3) of this section, shall
not exceed 25 percent of the bank’s cap-
ital and surplus.

(5) The total outstanding amount of a
national bank’s loans and extensions of
credit to all of its borrowers made pur-
suant to the special lending limits pro-
vided in paragraphs (a)(1), (2), and (3) of
this section may not exceed 100 percent
of the bank’s capital and surplus.

(b) Application process. An eligible
bank must submit an application to,
and receive approval from, its super-
visory office before using the special
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