
Protect Your Profit: Is your rehab property properly insured? 
 
Real estate investors have numerous ways to protect their profit: accurate sales comparables, 
trustworthy contractors and a successful exit strategy. One aspect that may be overlooked by many 
investors is the proper insurance coverage for a property in the process of rehabilitation.  
 
Do you have the proper coverage? 
 
Typically, an investor obtains a standard fire policy on the property they are rehabilitating. However, 
a standard fire policy typically applies only to occupied properties. A better option for a property in the 
process of being rehabilitated is a Builder’s Risk policy. 
 
Builder’s Risk: What it covers 
 
A Builder’s Risk policy is designed to address the exposures usual to an unoccupied structure under 
construction or renovation. A Builder’s Risk policy takes into consideration the progress and ongoing 
change in value of a property as it is being renovated. A standard fire policy cannot assign a future 
value to the property. The policy applies to the property only as it exists, without completed repairs.  
Investors with standard fire policies are putting their profit at risk by not being properly insured.  
 
A Builder’s Risky policy will apply to the total completed value. 
The completed value consists of: 
  
 • Purchase price of the property 
 • Cost of the improvements  
 • Soft Costs 
 • Profit 
 
Because theft and vandalism are common challenges with a rehab project, materials, supplies and 
fixtures that will become part of the property are also specifically insured. Coverage can also be 
extended to include materials in transit and materials that are stored at a temporary location.   
 
A Builder’s Risk policy also addresses the multiple insurable interests of a property in renovation. 
This includes the owner, contractor and lender; all parties can be named as insured.  
 
A Builder’s Risk protects an investor’s best interest: their profit. 
 
 
 
 
ReCasa now offers insurance through its parent company, City Securities based in 
Indianapolis, Indiana.  
For any insurance questions, please contact, Paul Cardamon at 1.800.800.CITY. 
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