February 20, 2026

Committee on Commerce and Consumer Protection
The Honorable Senator Jarrett Keohokalole, Chair
The Honorable Senator Carol Fukunaga, Vice Chair

Submitted via Hawai'i State Legislative Portal

RE: Strong Support for SB 2951 — Mortgage Servicers; Destroyed
and Damaged Residential Real Estate; Disbursement of Insurance
Proceeds

Dear Chair Keohokalole, Vice Chair Fukunaga, and Members of the
Committee:

On behalf of United Policyholders! (“UP”), | write in strong support of
SB 2951. This measure takes important steps to ensure that
homeowners recovering from disasters can access insurance funds in
a timely, transparent, and fair manner so they can repair and rebuild
their homes and communities. This bill ensures that insurance funds
are handled in a way that promotes recovery rather than
compounding hardship.

After a catastrophic loss, insurance proceeds checks are typically
made payable to both the homeowner and the mortgage servicer.
The homeowner is then required to sign the proceeds check over to
the the mortgage servicer. Servicers then hold substantial sums—
sometimes hundreds of thousands of dollars—for extended periods

! United Policyholders is a national nonprofit that has advocated for insurance
consumers for more than 30 years. Recently in Hawai‘i, UP has been actively supporting
residents in the aftermath of the 2023 Maui wildfires through our Roadmap to
Recovery® program, public workshops, and in-person assistance for survivors navigating
insurance claims and rebuilding challenges. Our staff and volunteers—including Maui-
based partners—have provided free guidance, educational resources, and advocacy to
help homeowners understand coverage, secure benefits, and resolve disputes with
insurers. We have also filed amicus briefs in Hawai‘i courts and engaged with
policymakers to strengthen consumer protections and improve disaster-recovery
outcomes for residents across the state.



while repairs or reconstruction are underway. During this time,
homeowners remain displaced, are paying rent or other temporary
housing costs, are making their mortgage payments for the damaged
or destroyed home and are attempting to finance the rebuilding of
their homes. Yet the funds intended for their recovery are effectively
frozen.

Insurance proceeds are not ordinary escrow funds. They are benefits
paid under a policy purchased and maintained by the homeowner to
restore a destroyed home. When a servicer retains those funds for
months or years without compensating the borrower for the time
value of money, the economic burden shifts unfairly to disaster
survivors.

SB 2951 corrects this imbalance. By requiring that retained proceeds
be placed in interest-bearing accounts for the benefit of the
homeowner, the bill:
« Recognizes the time value of money during extended
rebuilds;
« Prevents servicers from benefiting from holding substantial
sums without compensation;
o Provides homeowners with meaningful additional resources
during recovery; and
« Aligns Hawai‘i with emerging best practices in other
disaster-impacted states.

United Policyholders has worked extensively with policymakers
across the country on post-disaster recovery issues. One consistent
lesson is that small financial protections can have outsized impact for
displaced families. The 2% interest provision is modest, reasonable,
and fair—yet over the course of a multi-year rebuild it can amount to
tens of thousands of dollars that rightfully belong to the homeowner.

Additionally, impacted homeowners chronically struggle to get their
lender to release their insurance funds so they can commit to a
rebuilding project and pay their builder. They don’t know who to
contact, and when they reach an authorized person employed by the



lender, there are often delays in getting the required release. (See UP
Roadmap to Recovery publication; “Let Go Lender, Getting Your
Mortgage Company To Release Insurance Proceeds;
https://uphelp.org/claim-guidance-publications/let-go-lender-
getting-your-mortgage-company-to-release-insurance-proceeds/)

SB 2951 will improve the process by establishing clear standards for
the disbursement of insurance proceeds, improving transparency
around servicer requirements, and ensuring that funds are released
in a timely way so policyholders can move forward with repairs and
reconstruction, similar to what are now in place in California and
Colorado.

The bill appropriately requires mortgage servicers to disclose
conditions for releasing insurance proceeds, approve repair or
rebuild plans within defined timeframes, and disburse funds based
on reasonable milestones. It also ensures that initial payments are
made promptly, that smaller claims are released quickly, that excess
proceeds are provided to borrowers when appropriate, and that any
retained funds are held in interest-bearing accounts for the benefit
of the homeowner. These provisions help strike a fair balance
between protecting lender interests and ensuring that policyholders
can access the insurance benefits they need to rebuild.

United Policyholders has worked extensively with policymakers and
regulators across the country on post-disaster recovery issues
affecting homeowners. Following major catastrophes, we
consistently see that delays in the release of insurance proceeds—
particularly when mortgage servicers control funds—can slow
rebuilding and prolong displacement. States that adopt clearer
timelines, transparency requirements, and fair disbursement
standards help ensure that insurance funds are used for their
intended purpose: restoring homes and communities as quickly as
possible.

SB 2951 reflects these best practices. By establishing clear rules for
the handling and release of insurance proceeds after damage or
destruction to a home, the bill will help Hawai‘i homeowners


https://uphelp.org/claim-guidance-publications/let-go-lender-getting-your-mortgage-company-to-release-insurance-proceeds/)
https://uphelp.org/claim-guidance-publications/let-go-lender-getting-your-mortgage-company-to-release-insurance-proceeds/)

navigate recovery more efficiently and reduce unnecessary delays
during an already difficult time.

We respectfully urge your support for SB 2951. Thank you for your
leadership on this important issue and for your continued work to
protect Hawai‘i homeowners and support long-term disaster
recovery.

Sincerely,

aﬁ)@L
Amy Bach,
Executive
Director
United

Policyhold
ers
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