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Originated mortgage servicing rights refer to the sit-
uation in which a lending institution has sold a loan
it originated but retained the obligation to service
the loan.

Under the rule, thrifts and banks will inclucle orig-
inatedd mortgage servicing rights related to loans
owned by others in regulatory capital the same as
they have previously included such rights purchased
from another company.

The rule is consistent with a recommendation of the
Federal Financial Institutions Examination Council
(FFIEC) and was issued in response to the Financial
Accounting Standards Board's issuance of Statement
122, “Accounting for Mortgage Servicing Rights,”
whxch eliminated the accounting distinction between
originated and purchased mortgage servicing rights.
Generally accepted accounting principles (GAAF)
now require originated mortgage servicing rights to
be capitalized as balance sheet assets, 2 treatment
praviously required for purchased mortgage ser-
vicing rights. Institutions must adopt SFAS No, 122
for regulatory reporting and capital puirposes for
fiscal years beginning after December 15, 1995, but
may adopt it as early as June 30, 1995.

Originated mongage servicing rights relating 1o

~ loans owned by others will be subject to the limita-
tions currently imposed on purchased mongage ser-
vicing rights.

Under the agencies’ interim rules, capitalized mort-
gage servicing rights (both purchased and originat-
ed) will be included in Tier 1 capital at the lesser of

AR el /bl Wfd L Rhed L ViS, Adeds A4 AN regulatow guidance pre”
viously issued by OTS for determining the fair value
of purchased mortgage servicing rights.

In addition, the aggregate amount of purchased and
originated mortgage servicing rights and purchased
credit card relationships that may be recognized for
regulatory capital purposes will be limited to no
more than 50 percent of Tier 1 (core) capital. Under
the interim rule, however, an association may elect
to recduce its disallowed amount of originated mort-
gage servicing rights by the amount of any associat-
ed defarred tax liability. This will help prevent
institutions at or above the 50 percent limit from be-
ing required to deduct a greater amount from regu-
latory capitdl than SFAS 122 includes in GAAP
capital,

OTS and the other agencies have asked for com-
ment on a number of lssues to be incorporated in
the final rule on capital treatment of mortgage ser-
vicing rights.

The interim final rule was published in the Au-
gust 1, 1995, edition of the Federal Regtster, Vol, 60,
No. 147 pp. 39225-395233. Writen comments must
be rece:w:d on or before October 2, 1995, and
should be addressed to: Chief, Dissemination
Branch, Records Management and Information Pol-
icy Division, Office of Thrift Supervision,

1700 G Street NW, Washington, DC 20552,
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