Guaranteed Functional Replacement Cost for Buildings
I. “Functional Replacement Cost” means the amount it would cost to repair or replace the damaged property with common construction materials and methods which are functionally equivalent to obsolete, antique or custom construction materials and methods used in the original construction of the building.
II. At our option we will either:

i. Pay the value of lost or damaged building;

ii. Pay the cost of repairing or replacing the lost or damaged building;

iii. Take all or any part of the building at an agreed or appraised value; or 

iv. Repair, rebuild or replace the building on a “functional replacement cost 

v. basis subject to 4a IV below:

III. We will give notice of our intentions within 30 days after we receive the sworn proof of loss.

IV. We will not pay you more than your financial interest in the Covered Building.

V. Except as provided in (5) below, we will determine the value of Covered Property as follows:
i. At the “Functional Replacement Cost” subject to the following:

1. We will pay the cost to repair or replace after application of any applicable deductibles without deduction for depreciation, but not more than the least of the following amounts

a. The cost to replace, on the same premises, for the same purposes, the damaged building with construction materials and methods as defined in “Functional Replacement Cost” or,

b. The amount actually spent that is necessary to repair or replace the damaged property. 
2. You may make a claim for loss or damage covered by this insurance on an actual cash value basis instead of on a “Functional Replacement Cost” basis. In the event you elect to have loss damage settled on an actual cash value basis, you may still make a claim on a “Functional Replacement Cost” basis if you notify us of your intent to do so within 180 days after the loss or damage. 
3. We will not pay on a “Functional Replacement Cost” basis for any loss or damage;

a. Until the damaged property is actually repaired or replaced and; 
b. Unless the repairs or replacements are made as soon as reasonably possible after the loss or damage.

4. The cost to repair, rebuild or replace does not include the increased cost attributable to enforcement of any ordinance or law regulating the construction, use or repair of any property.

5. You must report to us any additions or improvements to the building over $25,000 which you make during the policy period. If such additions or

VI. Improvements are not reported within 30 days of completion of construction we will only pay a portion of the otherwise payable loss on such additions or improvements. The portion shall be determined by dividing the Functional Replacement Cost shown as the amount of insurance in the Declarations, by the sum of the same Functional Replacement Cost and the Functional Replacement Cost of the addition or improvement. 

1. The Functional Replacement Cost for the building (s) specifically identified and insured under this loss payment clause will be adjusted at least once a year to reflect the then current Functional Replacement Cost of the building(s). Any adjustments will be charged for at the rate in effect at the time of the adjustment.
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