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  From the Director's Desk 

I
 

n the last newsletter I reported that the MOP Standard Rate as of 
August 1, 2004 reached another new low at 3.60%, continuing the 
string of record low program rates begun in the second quarter of 

2001.  That three-month rate is repeating itself for the next three 
months, which will result in a program rate of 3.60% through at least 
January 31, 2005.  During the 20 years of the program there have 
only been four other occurrences of back-to-back same-
rate quarters and one occurrence of three 
consecutive quarters at the same interest rate. 
The 3.60% interest rate continues to maintain 
the buying power of the MOP loans and the 
competitiveness of the program, while 
continuing to minimize the near-term costs to 
the campuses for the GP-MOP loans. Given 
the past and predicted increase in the 
Federal Funds rate, we can anticipate facing 
gradual rate increases over the next year.  

MOP loan activity for the first four months of this new fiscal year is 
ahead of the pace set in 2003-04 by approximately 35%.  As of 
October 31st, 111 MOP loans had been funded in an aggregate dollar 
amount of $51,633,050 for an average loan amount of $465,163.  We 
are counting down to the billion dollar mark for loans originated using 
the program, with the aggregate original balance of all MOP loans as 
of October 31, 2004 being $989,125,580. The billion-dollar threshold 
may be crossed sometime in December.  We will let you all know 
when that occurs and which loan puts us over the top. 

The California Domestic Rights and responsibility Act of 2003, which 
extends certain legal rights and responsibilities to registered domestic 
partners, becomes effective on January 1, 2005. The Regents have 
also taken several actions over the past few years to extend rights to 
domestic partners equivalent to those provided to spouses under 
many University programs, including employee housing.  Based upon 
these collective actions, all University mortgage loan programs 
currently provide identical provisions for spouses and domestic 
partners of program participants. The University is also required to 
bring the survivorship rights provisions governing all for-sale housing 
projects into compliance by the end of this calendar year.  We can 
report that all projects are either in compliance or are processing 
necessary document changes to be in compliance by the end of the 
year.   
                              --Steve Mathews 
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How to Avoid Buying a Home that Lacks Valid Building Permits  
 

When considering the purchase of a house, a 
buyer needs to exercise caution in many areas.  
One area frequently forgotten is that of 

“building permits.”  This is especially true for older 
homes that have likely had home improvements over 
the years (e.g. renovation projects, additions, or 
conversions).  If such renovation work is done without a 
valid building permit, the renovated room(s) may not 
meet the building code requirements that were in place 
when the renovation was completed, and in the worst 
case the improvements may not be safe.  In addition, if 
such work consisted of an addition or conversion without 
a valid building permit, the effective size of the house, 
and its resale value, may be much less than expected.  
Common violations include all variety of additions as 
well as conversion of a garage or other utility space to 
make a separate unit. 
 
As a homebuyer, you should not rely on sellers, home 
inspectors, real estate agents, and the like to provide 
competent information on this subject due to the 
following limitations:  Cr
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Limitations of seller’s disclosures:  A seller is 
required to disclose what the seller knows.  
However, the seller is not generally  required to 
investigate whether home improvements that were 
completed prior to the seller’s purchase of the home 
were constructed with valid building permits, or the 
seller may generally disclose that home 
improvements had taken place over the years but 
not provide any specifics.   

 
• Limitations of home inspection report: A home 

inspector may verify compliance with building codes.  
However, a home inspector does not normally verify 
if improvements were constructed with a valid 
building permit and/or meet other local zoning 
regulations and ordinances.  Even if the construction 
of the house may appear to comply with building 
codes, the house may still be in violation of local 
zoning regulations and ordinances.    

 
• Limitations of real estate agent: A real estate agent 

may or may not verify the number of rooms by a 
walkthrough, and generally uses the assessor’s 
records to determine the size of the house.  A real 
estate agent may even verify the year the house 
was built.  However, a real estate agent does not 
normally investigate the construction of the house 
beyond providing a general description (e.g. wood 
framed, tile roof, etc.).   For example, a real estate 
agent does not normally verify if improvements were 
constructed with a valid building permit, and may 
not have sufficient expertise or experience to aid the 
buyer in this area. 

 
 

Similarly, appraisers and title companies may offer little 
protection, and reliance on these alone is misplaced.  
Instead, homebuyers should contact the local building 
department for the city or county to verify that a house 
had all the required building permits, conditional use 
permits, and any necessary variances at the time of 
construction. If you contact the building department, you 
will need at a minimum the street address and a floor 
plan of the house which can usually be obtained from the 
real estate agent. Alternatively, you may hire a licensed 
architect, engineer, or ICBO (International Conference of 
Building Officials)-certified building inspector to perform 
this task in order to verify compliance with local zoning 
regulations and ordinances. 
 
                     -- Kenyon Potter 
   (Manager – Design & Construction) 
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