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rights may be included in capital only
in accordance with the limitations and
restrictions set forth in this section.
Intangible assets, as defined in
§ 567.1(m) of this part, other than
purchased credit card relationships and
core deposit intangibles grandfathered
by paragraph (g)(3) of this section, must
be deducted in computing tangible and
core capital.

(c) Market valuations. The OTS
reserves the authority to require any
savings association to perform an
independent market valuation of
qualifying intangible assets and
mortgage servicing rights on a case-by-
case basis or through the issuance of
policy guidance. An independent
market valuation, if required, shall be
conducted in accordance with any
policy guidance issued by the OTS. A
required valuation shall include
adjustments for any significant changes
in original valuation assumptions,
including changes in prepayment
estimates or attrition rates. The
valuation shall determine the current
fair market value of the qualifying
intangible assets and mortgage servicing
rights by applying an appropriate
market discount rate to the net cash
flows expected to be generated from the
qualifying intangible assets and
mortgage servicing rights. This
independent market valuation may be
conducted by an independent valuation
expert evaluating the reasonableness of
the internal calculations and

assumptions used by the association in
conducting its internal analysis. The
association shall calculate an estimated
fair market value for the qualifying
intangible assets and mortgage servicing
rights at least quarterly regardless of
whether an independent valuation
expert is required to perform an
independent market valuation.

(d) Value limitation. For purposes of
calculating core capital under this part
(but not for financial statement
purposes), qualifying intangible assets
and mortgage servicing rights must be
valued at the lesser of:

(1) 90 percent of their fair market
value determined in accordance with
paragraph (c) of this section; or

(2) 100 percent of their remaining
unamortized book value determined in
accordance with the instructions for the
Thrift Financial Report.

(e) Core capital limitation.—(1)
Aggregate limit. The maximum
aggregate amount of qualifying
intangible assets and mortgage servicing
rights that may be included in core
capital shall be limited to the lesser of:

(i) 50 percent of the amount of core
capital computed before the deduction
of any disallowed qualifying intangible
assets or mortgage servicing rights; or

(ii) The amount of qualifying
intangible assets and mortgage servicing
rights determined in accordance with
paragraph (d) of this section.

(2) Reduction by deferred tax liability.
Associations may elect to reduce the
amount of their disallowed (i.e., not

includable in capital) originated
mortgage servicing rights exceeding the
50 percent aggregate limit by the
amount of any associated deferred tax
liability.

(3) Sublimit for purchased credit card
relationships. In addition to the
aggregate limitation on qualifying
intangible assets and mortgage servicing
rights set forth in paragraph (e)(1) of this
section, a sublimit shall apply to
purchased credit card relationships. The
maximum allowable amount of
purchased credit card relationships
shall be limited to the lesser of:

(i) 25 percent of the amount of core
capital computed before the deduction
of any disallowed qualifying intangible
assets or mortgage servicing rights; or

(ii) the amount of purchased credit
card relationships determined in
accordance with paragraph (d) of this
section.

(f) Tangible capital limitation. The
maximum amount of mortgage servicing
rights that may be included in tangible
capital shall be the same amount
includable in core capital in accordance
with the limitations set by paragraph
(e)(1) of this section.
* * * * *

Dated: July 25, 1995.
By the Office of Thrift Supervision.

Jonathan L. Fiechter,
Acting Director.
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