loT-Enabled Water Damage Prevention EIlVlI'O

The Real Cost of Water Damage in Commercial Real
Estate

Why IoT Prevention Is No Longer Optional — It's Your Best Investment

Water damage is the #1 cause of non-weather property insurance claims in commercial buildings — and the
financial toll it extracts goes far beyond what appears on an insurance statement. For building owners, property
managers, and commercial real estate investors, the true cost is a compounding combination of direct repair
expenses, business interruption, mold remediation, tenant displacement, rising premiums, and long-term asset
devaluation. This paper quantifies those hidden costs and demonstrates how EnviroSmarts loT sensors pay for
themselves — often within months.
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repair cost insurance claim since 2015

The Visible — and Hidden — Cost Iceberg

The average commercial water damage claim registers around $24,000 in direct repair costs — but industry
analysts consistently find that total recovery expenses exceed $50,000 once secondary impacts are fully
accounted for. The iceberg runs deep:

Direct Repairs: Structural drying, drywall replacement, flooring, and equipment damage typically cost $120 per
square foot in commercial environments — far exceeding residential benchmarks.

Mold Remediation: Mold colonizes within 24—48 hours of water exposure. A single undetected HVAC leak can
escalate into $50,000+ in remediation and structural repairs.

Business Interruption: Lost revenue, displaced tenants, and service disruptions are often the largest single cost
category — yet rarely appear in the initial claim.

Insurance Premium Spiral: A pattern of claims triggers premium increases of 20-30% or more per cycle. Some
insurers have doubled deductibles — from $10,000 to $60,000 per event — for repeat claimants.

Asset Devaluation: Documented water damage history suppresses property valuations and complicates
refinancing, sale, or lease negotiations.

Legal Liability: Courts have found property owners negligent for failing to prevent or remediate water and mold
damage, particularly where a documented history of incidents existed.
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Where the Risk Comes From

According to data from The Hartford's Risk Engineering Organization, 75% of commercial water damage losses
originate not from weather events but from internal systems: plumbing failures, HVAC malfunctions, appliance
discharge, and sprinkler leaks. These are preventable events — and that distinction matters enormously to
insurers and investors alike. Unlike storm damage, internal water loss is directly attributable to maintenance
practices and early-warning capability. Buildings without monitoring systems are, in effect, self-insuring against a
known and measurable risk.

How loT Sensors Change the Economics

EnviroSmarts deploys a mesh of wireless loT water leak sensors across all risk-prone areas — utility rooms,
bathrooms, kitchens, HVAC plant, and sub-floor spaces. When moisture is detected, facility staff are alerted in
real time, enabling intervention before a drip becomes a disaster. The financial case is compelling:

Insurance Premium Reductions: Carriers increasingly reward monitored buildings with 15-25% annual
premium reductions, and some now require connected monitoring as a condition of favorable terms.

Deductible Recovery: One EnviroSmarts customer — a multi-site time-share resort operator — received a
$400,000 insurer rebate after loT deployment eliminated their pattern of multi-million-dollar claims.

Dramatic Claim Reduction: Industry studies report a 96% reduction in water damage claim frequency and a
72% reduction in claim severity following loT sensor deployment in commercial properties.

Fast Payback: For a typical commercial property, [oT monitoring systems achieve full payback within 12—24
months through premium savings alone — before counting prevented losses. Some deployments recover costs in
under 60 days.

Conclusion: From Cost Center to Competitive Advantage

The question is no longer whether commercial buildings can afford loT water detection — it's whether they can
afford to operate without it. As large-loss claims double, premiums surge, and insurers tighten terms, proactive
monitoring is rapidly transitioning from a best practice to a baseline requirement. EnviroSmarts loT water sensors
offer building owners a straightforward path from reactive cost exposure to proactive risk control — protecting
assets, preserving tenant relationships, and turning insurance savings into measurable ROI.

Ready to quantify your exposure?

Connect with EnviroSmarts on LinkedIn to explore how our loT water leak detection platform is protecting
commercial real estate portfolios across North America — and turning risk into ROI.
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