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Replacement  Cost  --  What does that mean  ????

Replacement cost policies are what most people mean when they refer to their homeowner policy.  The amount of coverage you purchase is based on what it would cost to replace your house in current dollars.

A replacement cost policy will pay the amount needed to replace, rebuild or repair your damaged property to its original condition with materials of the same kind and quality.  If your hardwood floor is damaged by a covered cause of loss your policy will replace or repair the floor with the same kind and quality hardwood flooring.

The major source of disparity between your current dwelling amount ( the amount you think you need to rebuild your home should a disaster occur) and its true replacement cost ( the amount you really need to rebuild ) is the significant increase in building costs. These cost increase each and every year.  Some years more than others.  Think of all the things that drive building costs up: 

· Employee Costs – wages, health insurance, workers comp pemiums, etc.

· Cost of building materials – lumber, concrete, bricks, nails screws etc.

· Don’t forget all the sub-contactors and their costs

· Worst Case ??  -  Wide spread loss – Tornado perhaps. Building costs would sky rocket depleting the dwelling value even faster.  Everyone wants their house repaired – NOW.  When everyone wants something what happens to prices—they go up.
