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Replacement Cost vs Actual Cash Value

Replacement Cost

Value

Replacement Cost Value (RCV) is
an item at 100 percent, without the
deduction of depreciation.

Real World Example

If the insured purchases a pair of jeans
for $50 and they are destroyed in a
house fire, replacement cost will pay
the insured the full amount it costs to
replace the jeans with a new pair of
similar kind, type, and quality.

Actual Cash Value

Actual Cash Value (ACV) is the cost of
the item minus depreciation. To put it
simply, the value for which the property
could be sold today.

Real World Example

Let’s look at the pair of $50 jeans. If
you have owned them for 4 years and
they are effectively at half of their life,
ACV may value them at roughly $25 if
lost, damaged or destroyed.

Purchase price ($50) - depreciation (in
this case half, $25) = $25 payment to
replace
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The Connector is RT Specialty’s Digital Marketplace for

Micro Commercial Business.

The coverage process is streamlined, top-rated market access is multiplied, and robust third party

tools are harnessed — empowering RT Specialty contracted retail agents to do their best work

without sacrificing due diligence, time or profitability.
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Depreciation
Depreciation is the loss of value from

all causes such as age, wear and tear,
and deterioration.

Which Option is Best?
Like most insurance questions, it
depends on the insured’s situation.
Actual cash value is usually the more
affordable option. However, ACV may
not offer enough coverage if something
is damaged. The payout amount the
insured receives from the carrier will
likely be higher with replacement cost
insurance. So, it's a typically trade-off.
In short:

ACV = Lower price
RCV = More coverage
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LEARN MORE

The Connector is a division of Ryan Services Group, LLC, a Delaware limited liability company based in lllinois. Ryan Services Group, LLC, is a subsidiary of Ryan Specialty, LLC. The Connector is
an excess and surplus lines insurance portal providing RT Specialty contracted agents and brokers with multi-line and multi-carrier quoting, binding and policy issuance. The Connector does not solicit

insurance from the public. Some products may only be available in certain states, and some products may only be available from surplus lines insurers. In California: RSG Marketing Insurance Services,
LLC (License # 0156030). ©2022 Ryan Specialty, LLC
This material is provided for educational and informational purposes only. References to typical terms or provisions of coverage are illustrative and may not apply to a specific situation. The coverage

examples in this material illustrate issues that could be addressed through an insurance policy. Insurance coverage depends on the specific facts of the claim in question and the language of the policy in

question. The inclusion of an example here should not be interpreted as a guarantee of coverage. Please consult a legal or insurance advisor regarding specific insurance needs.
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