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February 25, 2026

The Honorable Senator Steve Padilla
Senate Judiciary Committee Chair
1021 O Street, Suite 7630
Sacramento, CA 95814

Submitted via Legislative Portal

RE: SB 876 (Padilla) — Disaster Recovery Reform Act - SUPPORT
Dear Senators Padilla and Niello and Members of the Committee:

| write on behalf of the non-profit organization United Policyholders in support of SB 876, introduced by
Senator Padilla and sponsored by Insurance Commissioner Ricardo Lara.

The California Legislature has enacted many previous measures over the years to improve the prompt and full
payment of insurance funds to disaster-impacted households, prevent people from being underinsured
and/or taken advantage of and avoid claim delays and disputes. In the aftermath of the 2025 Eaton and
Palisades wildfires, it is clear that further reforms are needed.

SB 876 aims to reduce the frequency and severity of underinsurance, facilitate improved claims handling by
requiring prompt payment of actual cash value and replacement cost benefits, give policyholders one insurer
point of contact throughout the adjusting process, improve transparency via enhanced access to claims-
related documents, prevent disputes over coverage for code upgrades, deter unfair claims practices and
empower the Commissioner to obtain restitution for policyholders who’ve been harmed.

Through our Roadmap to Recovery® (“R2R”) program, the non-profit United Policyholders has been providing
guidance and support to California households, small businesses and communities impacted by wildfires and
other large-scale natural disasters for over three decades. Our services include in-person and online education
and help events, workshops and webinars, tools, publications, clinics. UP also provides trauma-informed peer
to peer support that helps people understand and access their available insurance coverage, avoid scams and
mistakes and maintain forward momentum to get back home.

Over decades of direct work with disaster survivors, we have seen recurring, systemic problems that SB 876
addresses. They include chronic underinsurance?!, delayed and partial claims payments, burdensome
documentation requirements, rotating adjusters, inadequate coverage for and/or premature termination of
Additional Living Expense (ALE) coverage that leaves families displaced and financially strained and gaps in
building code compliance benefits. SB876 addresses obstacles that are hindering repairs, rebuilding and re-
housing, expresses California public policy related to insurers’ obligations and facilitates reforms to prevent
them in the future.

L https://uphelp.org/claim-guidance-publications/underinsurance-101/
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United Policyholders supports the core objectives and framework of SB 876. We also recognize the
importance of continued dialogue with policymakers and stakeholders as the bill proceeds to refine its
provisions in ways that achieve meaningful consumer protections while supporting a healthy home insurance
marketplace here in California:

Preventing underinsurance

This bill builds on previous efforts to prevent underinsurance - a problem that continues to impede rebuilding
and rehousing after every California wildfire, despite previous legislative and regulatory reforms and extensive
consumer outreach and education by United Policyholders, the CA Department of Insurance and other
stakeholders.

While pre-2025 United Policyholders’ R2R surveys showed that % of wildfire survivors found themselves
without sufficient dwelling insurance limits to replace the home they had, that figure is even higher in the
aftermath of the LA wildfires. Only 7% of the impacted households who completed UP’s 12-month Roadmap
to Recovery survey reported that they have enough insurance to replace what they lost. The problem is getting
worse, not better.?

Policyholders are not generally experts in construction costs, so they rely on insurance experts (insurers,
agents and brokers) to recommend coverage that’s adequate to the replacement cost value of their assets. By
contrast - insurance companies pay claims all over the country on a regular basis, and are well aware of
construction costs and the fact that inflation and other factors have caused materials and labor costs to jump.
Insurers have the knowledge to calculate a home’s replacement cost value and that responsibility should be
on them. For a variety of reasons, they continue to direct their sales representatives to use replacement cost
calculators that chronically set dwelling limits too low. We need to fix this chronic problem.

Requiring that all insurers selling home insurance (including the FAIR Plan) must prepare a complete dwelling
replacement cost estimate (at the point of sale and every other year after that) should make a significant dent
in the underinsurance problem.

Requiring that insurers offer a 50% Extended Replacement Cost Coverage endorsement at the point of sale
will absolutely help prevent underinsurance. Requiring the offer to be made, while giving people outside
wildfire-prone areas the chance to decline the offer and avoid paying for that extra protection is a fair
compromise. We strongly support this provision. We are confident that the logistics of requiring that the
endorsement to spring up automatically in the event of major loss even where the policyholder did not
purchase the coverage will be reconciled during bill negotiations. (Section 9, Section 10103.2 (e).)

There have been (and continue to be) many wildfire survivors who find themselves underinsured because
they relied on the professional expertise of an agent, broker and/or insurer. Some have initiated litigation to
remedy their situation. Many have prevailed, but only in closed door settlement negotiations, so case law
remains out of step with the reality of how insurance limits are actually being set.

2 https.//www.boe.ca.gov/meetings/pdf/2025/202506-MI-IH-Wildfire.pdf
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SB876 bill clarifies that insurers must use their expertise to recommend adequate dwelling limits. It remains
the consumer’s right to reject higher limits if they so choose, but at a minimum they have the right to know
what insurers know about construction costs and be able to rely on the expertise of insurance professionals to
adequately protect what for most people is their most valuable asset.

This bill will also help prevent underinsurance by expressly allowing total loss disaster survivors to do what
many are already doing: Apply some of their “Contents” (personal property) benefits toward their rebuilding
budget. Current CA law allows disaster survivors to apply “Other Structures” coverage funds toward their
dwelling rebuild. This bill will give them the clear additional right to also use Contents benefits for that
purpose. Not the ideal, but a strategy many people need to be able to use when they find their dwelling
underinsured.

Finally, this bill will also help prevent underinsurance in two additional ways:

1) It will settle a point of contention between insurers and insured as to whether the building codes that
a replacement cost estimate must account for are what was in force prior to the loss, or after the loss,
when debris has been cleared and rebuilding becomes feasible. Policyholders reasonably expect it will
be the latter. Insurers sometimes insist it’s the former. This bill brings logic that settles that dispute.

2) It will increase the mandatory minimum amount of building code upgrade coverage required in a
California home insurance policy from 10% of the dwelling limit to 20%.

Enhancing Loss of Use protection

Coverage for Loss of Use of an insured dwelling provides funding to cover expenses the policyholder incurs
due to losing the use of their home. The labels “Loss of Use”, “Additional Living Expense”, “Temporary Living
Expenses” all mean the same thing and are used variously by insurers. Here we use “Loss of Use” as the
generic label.

Through previously enacted reforms, this body has amended California law to give disaster survivors a much
more realistic amount of time to access their loss of use benefits (36 months instead of the 12 months that
was the previous industry standard). That reform has been helpful. However, due to factors beyond
policyholders’ control, the dollar amounts for loss of use coverage in people’s policies is proving way too low
in many cases.

The factors beyond people’s control include rent gouging on temporary housing, permitting delays, demand
surge pricing, contractor, vendor and materials shortages and loss valuation disputes that make it impossible
for the homeowner to timely establish what their rebuild budget will be, based on what the insurer has
committed to pay. These are disaster-specific problems. So this bill limits the automatic doubling of ALE dollar
limits to declared disasters.

When a policyholder loses the use of their home due to a total loss, they need flexibility to work out a suitable
temporary residence without wasting money or leaving insurance funds on the table. This bill gives them that
flexibility by allowing the “Fair Rental Value” of their dwelling to be the measure of what the insurer owes, if
that measure will be more financially beneficial to them.
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Requiring a 15 day grace period of coverage to account for move-in time and replacing contents items suitable
for the home that’s ready for re-habitation makes practical sense. It is very challenging for people to select
replacement furniture and furnishings before their home has been fully rebuilt. They can shop, but often want
to wait to “pull the trigger” on purchases until they can get into a rebuilt home and get a sense for the space.

No more contents inventory itemization trauma

By requiring insurers to pay full Contents limits to insureds whose dwellings and possessions have been totally
destroyed without making them go through the painful and time-consuming process of itemizing every single
item they lost, this bill will prevent disputes, delays and unnecessary additional trauma. Insureds reasonably
expect that their full contents limits are payable, given that everything they owned is gone and they paid a
premium for the amount of the contents coverage in their policy. It is cruel to force people to recall and list
every item they lost — a process that takes some people as long as a full year or longer.

Claim handling consistency

We understand that practical considerations require insurers to bring in out of state adjusters after
catastrophes to meet the sharply increased demand, and those adjusters need to return home after a
reasonable amount of time. However, where there’s a gap in a new adjuster replacing them and getting up to
speed, or a new adjuster comes in and contradicts or changes what the previous adjuster represented about
the status of the claim, amounts owed, additional documentation required, etc. - it is agonizing for the
insured and is an unfair claim practice.

Policyholders should have one primary adjuster throughout their claim, and be automatically entitled to get a
status report every time a new adjuster gets assigned. This improves on the current law that requires insurers
to provide a claim status report when they rotate more than three adjusters in a 6 month period.

Deterring unfair claim practices, Increasing insurer accountability

By doubling the penalties the Insurance Commissioner can assess on a finding of unfair practices employed on
claims arising out of disasters, this bill will deter those practices, increase insurer accountability, and reduce
the volume of civil litigation against insurers.

By allowing the California Department of Insurance to obtain restitution for policyholders who’ve been
victimized by unfair claim practices, SB876 will give the state’s insurance oversight agency additional authority
to obtain redress for individuals.

Getting policy benefits into disaster survivors’ hands more quickly so repairs and rebuilding can proceed

In many cases, it takes a considerable amount of time to accurately calculate the Replacement Cost Value of a
dwelling and contents loss, and disaster survivors are left waiting for desperately needed funds. Most
insurers calculate the Actual Cash Value of losses fairly quickly. By requiring insurers to pay depreciated
“Actual Cash Value” on a loss within 30 days after a total loss arising from a disaster, this bill requires insurers
to get a tranche of policy benefits into the property owners hands promptly while RCV calculations continue.
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This reform is consistent with California Insurance Code 790.03(h)(5) which defines an unfair claim practice to
include:

(5) Not attempting in good faith to effectuate prompt, fair, and equitable settlements of claims in which
liability has become reasonably clear.

Although, as set forth above, it can take months for an insurer and insured to reach agreement on the
Replacement Cost Value of a dwelling destroyed in a disaster, as soon as the insured has signed a contract to
rebuild or entered into a contract to buy a replacement dwelling, that should trigger the insurer’s obligation
to pay RCV benefits. This bill will reduce disputes and timely channel funds toward replacing and rebuilding
and re-housing disaster survivors.

Rebuilds must comply with building codes that are in force when rebuilding becomes feasible. Coverage
should track that.

Where a policy provides replacement cost value coverage, the calculation of the replacement cost of the
dwelling should reflect the cost of upgrades needed to comply with codes that are in place when rebuilding
becomes feasible. One cannot get permit approval or a certificate of completion for a project that is out of
compliance with current building codes. Some insurers have been asserting that they only need to provide
benefits to cover compliance with codes that were in force prior to the loss. This assertion has caused
disputes and delays.

Code upgrade coverage that provides a minimum of 20% of the insured dwelling value will reduce
underinsurance and facilitate timely rebuilding after disasters

A property owner cannot rebuild a destroyed home without complying with the building codes that are in
effect at the time they rebuild. Home insurance policies generally cover the cost to rebuild “as was,” yet a
property owner can’t rebuild for that cost unless they include upgrades required to meet current building
codes. So the property owner needs code upgrade coverage or they have to cover those costs out of pocket,
which is not feasible for many households. To address this problem, this body previously required California
home insurance policies to provide a minimum amount of Code Upgrade coverage of 10%. That figure is
proving inadequate. Raising the required minimum to 20% will bring California law in sync with the reality of
what it actually costs to replace a disaster-destroyed home.

Effectuating the legislature’s intent when it allowed disaster survivors to replace by buying, not rebuilding

There are many reasons why disaster survivors want to forgo the time-consuming and arduous process of
undertaking a major construction project. Some people can’t face going back to an area they associate with
acute trauma, and it can be years before a disaster area rebounds aesthetically and becomes a neighborhood
again. Some disaster survivors have medical conditions or are of an advanced age and don’t have the mental
or physical strength to navigate rebuilding. Some people want to move to a location that is less exposed to
the risk of a wildfire.
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Accordingly, this body gave total loss disaster survivors the right to replace their destroyed home by buying,
not rebuilding, and not leave paid-for insurance benefits on the table. United Policyholders provides guidance
to consumers on exercising this right. That guidance includes the policyholders’ right to collect code upgrade
benefits that would have been incurred if they rebuilt their destroyed home “as was.”.?

SB876 will remove two sources of what frequent disputes between insurers and insureds over what the
insurer owes toward the purchase of a replacement home:

1) SB876 clarifies that building code upgrade benefits are payable toward the home purchase if the
upgrades would have been required to rebuild the “as was” home at its original location, but the
upgrades need not have been actually incurred. Some insurers have been taking the position that
they only owe those benefits if actually incurred. This bill clarifies the legislature’s intent when it gave
disaster survivors the right to use their full benefits toward the purchase of a replacement home.

2) SB876 clarifies that the code upgrade benefits that are payable relate to what would have been
required to replace the destroyed home, not the purchased one.

Thank you for your consideration of the above points.

We appreciate your leadership in advancing this measure.
Sincerely,

Amy Bach, Executive Director

United Policyholders

3 https.//uphelp.org/claim-guidance-publications/sample-letter-requesting-collecting-policy-benefits-for-building-code-upgrades/
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