
Rebuilding to code can be costly 
 
Following a property loss, apartment and condominium owners may find it’s not enough to 
just repair damaged portions of the building. Repairs and rebuilding must be made to code, 
and those may have changed significantly since the building was first designed and erected. 
State and local building codes are constantly being updated nationwide based on new 
standards developed by different organizations in the construction sector. 
 

 

The International Energy Conservation Code is one example of regulation that sets international standards that are then 
adopted in various forms by the states and the federal governments. These codes affect everything from insulation and 
lighting to pools and HVAC; and were most recently updated in October 2013. Building codes on wind resistance are also 
being re-evaluated regularly. The latest codes for wind load were approved in 2010 and are scheduled to be updated in 
2016 based on new and ongoing research and data compilation. While there are often exemptions for historic buildings, 
most other buildings are required to comply with local codes based on the international standard. New guidance even 
suggests making owners of older or historic buildings show how rebuilding to updated codes would damage the historic 
nature or the property, so exemptions—or “grandfathering”—could become increasingly limited. 
 
New codes apply to work done on existing buildings and could potentially affect undamaged portions of structures that 
suffered a major, albeit partial, loss. They deal with roofing, insulation, electricity, plumbing, fire suppression, wind 
resistance, energy efficiency, lighting, chemicals, handicap access, and many other structural and safety aspects of 
residential buildings. They are updated cyclically based on advances in technology, research on disasters that have recently 
occurred, advocacy on pollution and  other environmental issues, or public policy considerations. 
 
It can be difficult to tell, before or at the time of loss, how much of a cost will be incurred to comply with upgraded building 
codes. For example, a multi-unit residential complex that has roof damage after a storm may be insured for that damage 
under a standard commercial property policy. As a result, it could receive an appraisal for the repair of the damaged portion 
of the roof as stipulated in its insurance contract, but when the roofing contractor applies for a building permit, he may find 
that—because a significant portion of that roof was damaged—the entire roof has to be replaced to code. Without the right 
insurance, that substantial expense would fall to the owner or condo association. Establishing reserves to cover these kinds 
of “to code” repairs outside of insurance would be a highly inexact science. 
 
Law and ordinance insurance is a type of insurance that covers the increased cost of repairing or rebuilding in compliance 
with building codes after a covered cause of loss. It might not be included as a primary coverage in an apartment building 
or condominium association insurance policy and, therefore, might need to be added by “endorsement.” Without this 
coverage, the gap between the cost of repairing to the building’s current design and the cost of renovating to code would 
likely be borne by the owners. Depending on the extent of the damage and the breadth of the updated building codes, 
building owners and associations could face significant unexpected expenses. 
 
Law and ordinance coverage on a commercial residential building can reduce the uncertainties associated with repair costs 
and prevent or mitigate the need for assessments in condo associations due to large, uncovered property damage. It can 
speed settlements and allow for the timely engagement of a restoration company. Moving quickly on repairs reduces 
apartment building owners’ costs for resident relocation expenses and lost rent, so law and ordinance insurance adds value 
beyond simply covering the extended price of rebuilding to code. Talk to your insurance agent about the benefits of law and 
ordinance insurance. It’s a coverage that can make a big difference at claim time. 
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