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Restoring Home Equity For Consumers

 (For Less Than $50,000)
Idea: Enact into law a fairer way to establish the market value of real estate.
Summary: Everyone who lives in our states knows this: property owners have taken a beating, and as such, California’s Homeowners have lost millions of dollars in home equity thanks to plummeting housing prices. This has dramatically impacted every aspect of our lives – from consumer credit and purchasing power to business and governmental operations. 
During this time, lots of fingers have been pointed in a variety of directions in an effort to ‘identify problematic causes”. After careful review and research, one commonality has come to the forefront, yet has not been discussed: establishing a firm definition of just exactly what the term “fair market value of real estate is and thus means.” For example, there is no firm definition of the fair market value of property - other than what the market place dictates – and that is understandable. But what doesn’t make sense is this: in a clear effort to confuse the public, and separate hard earned dollars from them, the Insurance industry evaluates property and establish the market value and those evaluations are often different than the market place. 
The two ways of evaluating property are clearly dichotomies. On one hand, financial institutions value property based solely on reports that establish market value. Yet, on the other hand, Insurance companies value the price of real estate based on something they call “the replacement value”. Quite often, replacement value is higher than the actual value – many times higher. 

Dichotomy 1:

This impacts consumers, as well as credit and financial markets negatively. For example, if the bank values your home at $100,000 and the insurance company values it at $200,000; you pay taxes on the $100,000, yet have to pay insurance on the $200,000 value. 
This hurts consumer purchasing power, the economy and our state in several ways:

1) Consumers wind up paying increased insurance premiums and receive no benefit from said increase
2) Thousands of California homes are clearly underwater, and the question that arises is this: is this fair? 
Dichotomy 2:

This situation arises out of the craziest of concepts: namely, banks don’t apparently recognize the replacement value on the open market, although though they recognize it as part of the insurance requirement process homeowners must follow when purchasing/owning a home.  
This measure will help to eliminate these dichotomies by establishing a standard definition that all parties can use to determine the price of their home. It will also increase property values.
Support:

1) Consumers

2) Real Estate Brokers and Agents

3) Banks and other financial institutions
4) Local Governments  
Neutral:

1) Mortgage Companies

2) Government bodies

3) Real Estate Brokers and Agents

Opposition:

1) State Legislative Analyst’s Office 
Arguments in Support: 
1) This  will save consumers millions of dollars while enhancing consumer credit
2) This is a fairer way to establish the actual value of real estate in California

3) This will clean up inequities that currently exist in law and public policy
4) This will help make it easier for Californians who are “underwater” to qualify to modify their loan homes under President Obama’s Bailout Plan(s) 
5) This will help California’s economy 
6) This will save government millions in tax payer money at the state and local levels
7) This will ensure that when a consumer pays ‘homeowners insurance’ they get what they pay for
Arguments in Opposition:
1) This will complicate the real estate equity system currently in use by establishing property values at an artificial rate
2) This may not be Constitutional
3) This will open the door to Bailout funds for millions of Californians

Fiscal impact - this
1) Will help restore consumer purchasing power by restoring lost equity 

2) Will help local governments recoup from the loss of property tax revenue
3) Will help consumers “qualify for refinancing” under the Obama Plan(s)
4) This will enhance consumer purchasing power and credit  
Suggested language: The value of California real estate is equal to the insurance replacement cost of the property
