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V. Loss Settlement 

1. Introduction 

This policy provides three methods of settling losses: Replacement Cost, 
Special Loss Settlement, and Actual Cash Value. Each method is used for a 
different type of property, as explained in a–c. below. 

a. Replacement Cost loss settlement, described in V.2. below, applies to 
a single-family dwelling provided: 
(1) It is your principal residence, which means that, at the time of 

loss, you or your spouse lived there for 80% of: 

(a) The 365 days immediately preceding the loss; or 
(b) The period of your ownership, if you owned the dwelling for 

less than 365 days; and 

(2) At the time of loss, the amount of insurance in this policy that 
applies to the dwelling is 80% or more of its full replacement 
cost immediately before the loss, or is the maximum amount 
of insurance available under the NFIP. 

b. Special loss settlement, described in V.3. below, applies to a single- 
family dwelling that is a manufactured or mobile home or a travel 
trailer. 

c. Actual Cash Value loss settlement applies to a single-family 
dwelling not subject to replacement cost or special loss 
settlement, and to the property listed in V.4. below. 

Refer to policy language. 

2. Replacement Cost Loss Settlement 
The following loss settlement conditions apply to a single-family dwelling 
described in V.1.a. above: 

a. We will pay to repair or replace the damaged dwelling after 
application of the deductible and without deduction for depreciation, 
but not more than the least of the following amounts: 

(1) The building limit of liability shown on your Declarations Page; 

The insurer does not have to withhold the recoverable depreciation until the owner 
makes the building repairs as required in SFIP Section VII.V.2.c above when the 
dwelling is eligible for replacement cost loss settlement. 
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(2) The replacement cost of that part of the dwelling damaged, with 
materials of like kind and quality and for like use; or 

(3) The necessary amount actually spent to repair or replace the 
damaged part of the dwelling for like use. 

b. If the dwelling is rebuilt at a new location, the cost described above is 
limited to the cost that would have been incurred if the dwelling had 
been rebuilt at its former location. 

c. When the full cost of repair or replacement is more than $1,000 or 
more than 5 percent of the whole amount of insurance that applies to 
the dwelling, we will not be liable for any loss under V.2.a. above or 
V.4.a.(2) below unless and until actual repair or replacement is 
completed. 

d. You may disregard the replacement cost conditions above and make 
claim under this policy for loss to dwellings on an actual cash value 
basis. You may then make claim for any additional liability according 
to V.2.a., b., and c. above, provided you notify us of your intent to do 
so within 180 days after the date of loss. 

e. If the community in which your dwelling is located has been 
converted from the Emergency Program to the Regular Program 
during the current policy term, then we will consider the maximum 
amount of available NFIP insurance to be the amount that was 
available at the beginning of the current policy term. 

3. Special Loss Settlement 
a. The following loss settlement conditions apply to a single-family 

dwelling that: 

(1) Is a manufactured or mobile home or a travel trailer, as defined 
in II.B.6.b. and c., 

(2) Is at least 16 feet wide when fully assembled and has an area of 
at least 600 square feet within its perimeter walls when fully 
assembled, and 

(3) Is your principal residence, as specified in V.1.a.(1) above. 

There are two ways to settle a loss on a manufactured or mobile home or a travel 
trailer: 
 Total loss is a property that is either not repairable (i.e. destroyed) or the cost to 

repair exceeds the value of the property: 

• If the dwelling is 16 feet wide, at least 600 total square feet, and the principal 
residence, the loss adjustment is the lesser of the following: 

− Replacement cost, i.e. the value of a new manufactured or mobile home, 
or travel trailer of like kind and quality, delivered to and installed at the 
described location. 

− 1.5 times the actual cash value, i.e. 1.5 times the documented book 
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b. If such a dwelling is totally destroyed or damaged to such an extent 
that, in our judgment, it is not economically feasible to repair, at least 
to its pre-damage condition, we will, at our discretion pay the least of 
the following amounts: 
(1) The lesser of the replacement cost of the dwelling or 1.5 times 

the actual cash value, or 

(2) The building limit of liability shown on your Declarations Page. 

c. If such a dwelling is partially damaged and, in our judgment, it is 
economically feasible to repair it to its pre-damage condition, we will 
settle the loss according to the Replacement Cost conditions in V.2. 
above. 

value for the year of the existing manufactured or mobile home, or travel 
trailer, delivered to and installed at the described location. 

− Amount of coverage purchased under Coverage A - Building. 

 Repairable loss or a loss not considered a total loss: 

• If the dwelling is 16 feet wide, at least 600 total square feet, and the principal 
residence, settle the loss under Replacement Cost Loss Settlement. (See 
Section VII.V.2.) 

• If the dwelling is not 16 feet wide, or not at least 600 total square feet, or not 
the principal residence, settle the loss under Actual Cash Value Loss 
Settlement. (See Section VII.V.4.) 

The requirement for a policyholder to purchase building coverage to at least 80 
percent of the dwelling’s replacement cost value does not apply under Special Loss 
Settlement. 

4. Actual Cash Value Loss Settlement 
The types of property noted below are subject to actual cash value (or in the 
case of V.4.a.(2), below, proportional) loss settlement. 

a. A dwelling, at the time of loss, when the amount of insurance on the 
dwelling is both less than 80% of its full replacement cost 
immediately before the loss and less than the maximum amount of 
insurance available under the NFIP. In that case, we will pay the 
greater of the following amounts, but not more than the amount of 
insurance that applies to that dwelling: 
(1) The actual cash value, as defined in II.B.2., of the damaged 

part of the dwelling; or 

An actual cash value loss settlement is the cost to repair or replace insured building 
items at the time of the loss, less the building deductible and less its physical 
depreciation. 

(2) A proportion of the cost to repair or replace the damaged part 
of the dwelling, without deduction for physical depreciation 
and after application of the deductible. This proportion is 
determined as follows: If 80% of the full replacement cost of 
the dwelling is less than the maximum amount of insurance 
available under the NFIP, then the proportion is determined 
by dividing the actual amount of insurance on the dwelling by 
the amount of insurance that represents 80% of its full 

When the dwelling is a single-family building and the policyholder’s principal 
residence, but the insurance carried does not meet the criteria for the replacement 
cost loss settlement (80 percent of the dwelling’s full replacement cost or maximum 
policy limits), proportional loss settlement can be more advantageous than the actual 
cash value settlement. If proportional settlement benefits the policyholder, use the 
following formulas to calculate a proportional loss settlement: 

• RCV to pay = (Insurance carried ÷ insurance required) x RCV loss  
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replacement cost. But if 80% of the full replacement cost of 
the dwelling is greater than the maximum amount of 
insurance available under the NFIP, then the proportion is 
determined by dividing the actual amount of insurance on the 
dwelling by the maximum amount of insurance available 
under the NFIP. 

• Proportional loss payable = RCV to pay – deductible 

Proportional loss payments should not be: 

• Less than the ACV payable loss, because you would then settle at ACV;  

• More than the RCV payable loss; 

• More than the policy building limit; or, 

• More than the maximum statutory amount available for the coverage. 

Below is an example of how to calculate a proportional loss settlement. 

Table 6: Proportional Loss Settlement Example 

Item Value 

Building RCV $135,000 

Insurance Required (80%) RCV $108,000 

Insurance Carried $92,000 

Deductible $2,000 

RCV Loss $50,500 

• (($92,000 ÷ $108,000) x $50,500) = $43,018.52 

• $43,018.52 - $2,000 = $41,018.52 

IMPORTANT – Use the order of operations as shown, starting within the innermost 
parentheses, for accurate calculation. 




