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The recent depreciation in the value of
homes has caused an interesting (and

confusing) situation.
Everyone knows that home prices are

down -- about 27 percent from 2007, and
more than 33 percent since peaking in 2006.

But, are you just as aware that the costs to
rebuild a home have risen dramatically?

It’s been a “perfect storm” of circum-
stances that have combined to send the cost
of building materials through the roof. Huge
growth in China has contributed to a world-
wide shortage of basic materials like con-
crete, steel and lumber. In addition, the dra-
matic increase in fuel cost has affected the
cost to transport these heavy materials to
your community.

A thorough review of recent claims experi-
ence shows that the cost to rebuild a home in
Southern California has dramatically
increased. While we may remember times in
the past when it used to cost between $100
and $150 per square foot to rebuild a home,
we are now finding an average cost of $275
to $325 per square foot for rebuilding.

This means that an average 2,400-square-
foot home can cost as much as $750,000 to
rebuild!

And the costs for better homes are even
higher. Custom construction and detailed
work drive the price of rebuilding up to $350
to $400 per foot. It’s not unreasonable for a
4,500-square-foot custom home to cost
$1.75 million to rebuild.

How much do you have your home
insured for?

This is where it can get interesting. Let’s
pretend you have a nice tract home that is
ten years old and measures 2,500 square
feet. We are seeing that a home like that
could cost as much as $750,000 to rebuild.
Obviously, if you can buy a new home in the
same neighborhood as you currently live,
that was built in the same year, and is the
same style home – for only $500,000, then it
doesn’t make sense to insure your home for
more than $500,000.

The fact of the matter is that most people
are underinsured. You bought that 2,500-
square-foot home in 1998 for $229,000, and
you insured it for $230,000. Even if you can
replace it in this low market for $500,000,
you are still $570,000 underinsured!

Don’t forget that the housing market will
rebound. The market swings regularly and
can dramatically increase or decrease in a
few years. Building costs do not change as
dramatically, and hardly ever go down! We
are looking at $300 per square foot estimates

for the future onward. When your 2,500-
square-foot home sells for $900,000, and the
cost to rebuild it is $750,000, will you be
properly insured at $500,000? It’s always a
wiser idea to insure your home for the cost to
rebuild it, not the cost to buy a new one, as
the purchase price changes so frequently.

Of course, your homeowners policy
includes replacement cost wording that
allows the actual cost of construction to
exceed the amount insured for, but that cov-
erage is limited and is intended to allow for
additional increases in costs in the future.
Don’t count on the additional 25 percent
that the insurance company gives you to
make up the difference. Insure your home
for the proper amount now!

If you feel that your home might be under-
insured, and would like a free estimate of
what professionals think your home would
cost to be rebuilt, please give us a call. We
use the latest online cost analyzers to help
calculate what the rebuilding cost will be.

It’s your biggest investment. Make sure
you have it properly covered!

United Agencies is the Club’s partner is
helping members with their home and auto
insurance, and related products. We special-
ize in creating personal relationships with
our customers, and serving their needs in a
prompt, efficient and friendly manner.

Call our office today at (888) 801-5522.
United Agencies Burbank. (CA License 
# 0252636.) 

Check out the City Employees Club page
on the United Agencies Website at:

www.unitedagencies.com/cityclub
This Website lists the upcoming visits we’ll

be making to City Department meetings
where you can ask us any question in person,
and get an instant quote!

Have a question? Is there something about
Insurance that you’ve always wanted to know,
but were too ashamed to ask? Maybe some-
thing that you’ve just always been curious
about? Feel free to send me an email at jge-
lineau@unitedagencies.com, and I will try to
answer your question in one of our monthly
columns.

Be safe and have fun!

Call United Agencies Burbank
today at (888) 801-5522. 
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REST INSURED
by JEFF GELINEAU

Vice President of United Agencies, 
The Club’s Auto and Home Insurance Partner

Is Home
Coverage

Enough to
Rebuild?

Get a
$50 ArcoGas CardFor Club Members if they purchase by August 1.




