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AUTOMATIC INSURANCE ADJUSTMENTS ON UNDERWATER HOMES
PROBLEM(S): Even though property values have fallen dramatically, most Californian’s have seen their insurance rates increase. 
EXAMPLES: Unfortunately, thanks to today’s economy, most California homes are financially underwater, yet insurance rates have increased, why? For example, I own a home that was valued at $230,000 with a property loan of $160,000. The bank currently appraises my home at $75,000, yet I required to have insurance on a home worth $230,000. The insurance company states that it’s because the replacement value of my home is $235,000. That means Insurance companies are over insuring homes and thus collecting money (fees) based on inconsistent home values. In many instances, this overpayment is a write-off for those homeowners and costs the “state” money.

SOLUTION FOR CALIFORNIA: 

1) Allow homeowners to change insurance rate levels without having to reappraise the home. 
2) Establish an insurance index that automatically adjusts insurance rates when the economy goes bad and property values drop more than 10%.
3) Establish real estate laws that equate as follows: the actual value of property is based on the property’s insured value.

POSSIBLE SUPPORT: 
1) Consumer Groups
2) Homeowners

3) Banks and Financial Institutions
POSSIBLE OPPOSITION: 
1) Insurance companies

ARGUMENTS IN SUPPORT:

1) In this economy, this is a fair and reasonable thing to do.
2) Saving property owners money will increase consumer purchasing power and help stimulate the economy.
3) Insurance payments are often a write-off for the property owner, and as such, this proposal will save money for both homeowners and the state.
ARGUMENTS IN OPPOSITION:

1) The only way we can determine the actual cost of a home is to do an appraisal.
2) The insurance industry has no control over appraisal rates and concepts. 
SECTION AFFECTED: As per Legislative Council
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