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From the Director's Desk

the housing programs since taking over as Director in August,

following Steve Mathews’ retirement. As discussed elsewhere in
this newsletter, it has been a tumultuous few months in the mortgage
industry. Luckily, the Mortgage Origination Program’s liquidity is not
dependent on the secondary mortgage market, and the MOP interest
rate is more stable than rates in the conventional market, given that it
only changes quarterly and is based on a 4-quarter average of STIP’s
rate of return. However, as property values continue to flatten and
decline in many areas, and as increasing delinquencies and
foreclosures make newspaper headlines, there are challenges ahead
as we continue to originate loans that must represent a good
investment for the University while providing the needed assistance in
recruiting and retaining faculty and Senior Managers.
SHLP loans totaling $2.5 million have 4
funded. This compares to 103 MOP

loans and 9 SHLP loans during the same time period last year.

This article marks my first opportunity to provide an update on

Loan volume continues to remain
high. For the first quarter of this new
fiscal year, 107 MOP loans have
funded in an aggregate dollar amount
of $62.9 million for an average loan
amount of $587,455. Additionally, 20

Effective July 1, 2007, we started accepting applications for the
Interest-Only Mortgage Origination Program (10-MOP) loan product.
Of the 107 loans funded in the first quarter, 4 represented 10-MOP
loans, for a total dollar amount of $2.8 million.

As of November 1, 2007, the new Standard MOP rate will be 5.0%o,
which compares to an interest rate of 4.60% a year ago. The 10-MOP
rate effective November 1, 2007 is 5.25%.

Finally, we are starting to plan the next Home Loan Coordinators
Meeting, which we are hoping to schedule in early March 2008. There
have been many changes to housing programs staff at the campuses,
so this will provide a great opportunity for us to put faces with names,
and to discuss the issues that surround the on-going success of the
housing assistance programs.

- - Ruth Assily

Do you have a topic you would like to
see covered in OLP Net News?

E-mail us at olp@ucop.edu
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About Supplemental Property Taxes

Each time a property undergoes a change of ownership,
the county tax assessor reassesses the property based
on the market value at the time of the change in
ownership. Within a few months of the close of escrow,
most borrowers will receive a supplemental property tax
bill in addition to the regular property tax bill. The
supplemental tax bill is an adjustment in real property
taxes resulting from any increase in the assessed value
at the time of purchase. The supplemental tax
assessment is imposed from the date of purchase and is
pro-rated
through the
current tax year.
The county tax
assessor
calculates the
difference
between the new
value (set at the
time of purchase)
and the old value
(set on January 1
of the previous
fiscal year). The
difference in these two figures is called the Supplemental
assessment value. The amount due is prorated over the
remaining months of the fiscal year. Supplemental bills
come in two installments and become delinquent
depending upon when they are mailed. If payment is not
received on time, the tax assessor imposes a 10%
penalty which is added to the installment along with an
administrative service fee.

For more information about property taxes in California,
visit the California State Board of Equalization website at
http://www.boe.ca.gov/proptaxes/fags/realproperty.htm.

-- Melinda Dahms

Note of Appreciation (from Borrower Surveys)

52 Without this program we never could have found a
decent home in close proximity to the campus. Or a
home at all.

5 The entire loan process was extremely professional
and expeditious. We appreciated the courteous and
responsive staff who patiently answered our
questions. This was particularly important given this
was our first time purchase.

J2 The ability of the OLP to successfully fund faculty
housing is one of the most critical roles of the UCOP.
The future of UC relies critically on OLP’s ability to
meet the growing needs of faculty to find affordable
housing. This is an excellent program with
outstanding staff.

12 The responsiveness and efficiency of your OLP office
was astounding. We were delightfully surprised at
how fast and smooth the whole process was. Superb
service all around! Thank you!

Question of the Quarter

o Does the University impound for my
Homeowners Insurance and Property Taxes?

G )

No. The University does not collect (or impound) <>
for the payment of homeowners insurance or
property taxes. It is the responsibility of each
borrower to pay for these items directly as they
become due. Since annual insurance and taxes can be
quite expensive, the University does recommend setting
up a monthly savings account to set aside money to pay
for these bills. If OLP receives notice that either the
property taxes or the insurance have not been paid, OLP
will follow up with a letter directly to the borrower
reminding them that they are responsible for payment of
those items.

CSND

-- Melinda Dahms
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OLP Announcement

¢ “Tentative” dates for 2008 HLC Meeting (March 5-6, 2008)

¢ Office Closed for the Holidays

= 11/12 Veteran’s Day
= 11/22-23 Thanksgiving
m 12/24-25 Winter Holiday
= 12/31-1/1 New Years

= 1/21

Martin Luther King
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Subprime Mortgages and the UC MOP Loan

Several MOP borrowers, and potential MOP borrowers,
have expressed concern that the recent problems in the
subprime mortgage market will adversely affect their
MOP loan, or the MOP interest rate.

As a general rule, subprime mortgages
were made to borrowers who did not
qualify for the best market interest rates
because of poor credit or a lack of credit
history. In their defense, lenders were
allowing borrowers with a less than ideal
credit record access to homeownership.
Accordingly, some borrowers were given a
first (or second) chance at establishing a
good payment record and the opportunity to

refinance into a competitively priced loan within a year or
two of closing.

Unfortunately, some of the subprime loans had artificially
low fixed rates for the first few years and converted to a
significantly higher adjustable interest rate mortgage,
causing, at minimum, “payment shock” and, at worst, the
inability to afford their mortgage payments, leading to
potential foreclosure and/or bankruptcy. Compounding
the problem was a nationwide decline in housing prices,
with a corresponding decline in home sales, many lenders
closing their doors, and an overall tightening of mortgage
lending credit standards which limited the ability of
potential buyers to qualify for mortgage loans.

The University of California MOP loan differs from
subprime lending in several significant ways:

1. The MOP rate available for new loans is the same,
regardless of loan size.

2. All MOP loans are fully-amortized one-year
adjustable mortgages. The MOP loan does not
have a “teaser” rate or negative amortization.

3. The annual change in an individual’s MOP rate is
limited to 1% up or down, as compared to 2% for
many conventional lenders.
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4. Funding for the MOP loan is from University
funds. The MOP loan is not funded by either a
mortgage banker’s credit line or via individual
loan sales in the secondary market.

HIEI‘I As all MOP loans are funded from the
) Short Term Investment Pool (STIP) and
the MOP interest rate is determined by
the performance of STIP, any changes in
the investment market will ultimately
affect the MOP interest rate. However, any
changes to the interest rate tend to be gradual
since the MOP rate is determined by a four
quarter average of the STIP rate of return.

Since the inception of the Program in 1984, the MOP rate
has, in general, lagged the interest rate charged in the
private sector, slowly following either up or downward
trends. The result is a stable index that does not have
wide swings in value. While many experts believe that
the fallout from the subprime lending market will
continue, the effect on the University housing assistance
programs should be minimal.

-- Jay Valancy
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