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the capital rules. An LTV determination should be made at loan origination,
subject only to changes in the loan’s principal balance.

Quaker City makes a number of loans that can potentially negatively amortize. We
agree that if a loan exceeds the proposed 90 percent LTV limit during its life, then
the 100 percent risk weighting is appropriate. We do not believe it makes any
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difference what caused the loan to negatively amortize. Loans that could
potentially negatively amortize would be accorded a 50 percent risk weighting
subject to being prudently underwritten and having an LTV ofless than 90 percent.

OTS is also proposing changes in capital rules on land and non-residential
construction loans, as well as capital requirements related to interest rate risk.
We believe changes to both of these areas are appropriate as proposed.

We appreciate the opportunity to comment on the proposed regulations.

Sincerely,

Rick McGill
President
Chief Executive Officer
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