
   
 

insurancecouncil.com.au 
 

Repair / Replace/ Rebuild vs Cash 
Settlement 

 

 

When dealing with property damage, your insurer has two choices:  

• They can either repair, replace or rebuild the damaged property or  

• provide you with a cash settlement for you to manage the rebuild / replacement yourself.  

Repair, Rebuild or Replace 

If your insurer authorises the repair or rebuild, the authorised builder will typically manage the repairs to 
your property.  

• You will be consulted regarding the scope of work and any required redesign and selection of 
products and materials.  

• There will be limits to what you can select and choose based on what your policy covers.  

• You can use the complaints process with your insurer to handle any contractor concerns. 

Cash Settlement 

You may prefer, or your insurer may offer, to cash settle all or part of your claim.  It’s important to 
consider cash settlements carefully and you may wish to seek independent financial advice to help you 
with your decision.  Some things to consider include: 

• A cash settlement puts the responsibility to manage the rebuild in your hands. 

• If you use your cash settlement for repairs or rebuilding, it’s important that you follow all regulations 
and codes and use a licensed builder. If you fail to do this, your home may not be insurable in the 
future. 

• The terms of your PDS and/or your mortgage contract may require your insurer pay cash settlements 
directly to your bank. 

Common reasons for cash settlements include: 

• The expected cost to repair or rebuild you property is greater than your sum insured. 

• At your request, and by agreement with your insurer. 

• The local council will not allow you to repair or rebuild.  

• Your insurer can only accept a portion of your claim. This may be because 
there is damage to your property that is not covered by insurance.  
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