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Lets a moment to discuss how an insured can receive replacement cost settlement in the NFIP. In order for an insured to receive replacement cost loss settlement, the insured residence must be a single family dwelling, and a principal residence, meaning that, at the time of loss, the insured lived there for at least 80 percent of the preceding 365 days, or 80 percent of the period of ownership if less than 365 days. Replacement cost applies if the building is insured to 80 percent or more of its full replacement cost immediately before a loss occurs, nor if the maximum amount of insurance is purchased. Now replacement cost loss settlement also applies to the Residential Condominium Building Association Policy or RCBAP. As you recall the RCBAP is written in the name of the condo association on behalf of all of its unit owners. Replacement 
buildings other than manufactured homes or travel trailers when they are insured under the Residential Condominium Association Building Policy. When replacement cost loss settlement applies to the building elements of an eligible condo building, the RCBAP requires that the building be insured to value. Which means it must be insured to at least 80% of the building’s replacement cost at time of loss or up to the maximum limit available. If the building is not insured to value, it will be subject to a co-insurance penalty. The RCBAP has a co-insurance clause built into it; the other two coverage forms do not. Now, when it comes to figuring the maximum limit available on a condo building, how do you do that? You simply take the number of units in the building and multiply it times the $250,000 maximum.





