An article from Tampa Commercial Real Estate. Our name says it. Tampa Commercial Real Estate is what we do.

As real estate brokers in the greater Tampa Bay area, we are pleased to provide our clients with market information so
they can stay current and make informed decisions.

By Steven Silverman, Broker

Navigating the Rising Tide: A Guide to Flood Risk for Florida
Commercial Real Estate

The conversation around Florida flood risk for commercial property has intensified from an urgent
issue to a critical business imperative. For every real estate owner and investor in the state, the abstract
threat of climate change has materialized into tangible, recurrent, and increasingly severe flood events.
Ignoring this escalating risk is a direct threat to property value, financial stability, and long-term viability.

This guide provides an updated analysis of the current state of flood risk, the dramatic evolution of the
insurance landscape, and actionable solutions for commercial property owners to protect their investments
from the rising tide.

The New Climate Reality: Escalating Risks and Costs

The scientific projections of the past are now the reality of the present. Sea levels across Florida are as
much as 8 inches higher than they were in 1950, with the rate of rise accelerating [1]. This provides a
higher launching pad for storm surge, turning previously manageable storms into catastrophic flood events.
The 2024 hurricane season, with the devastating impacts of Hurricanes Helene and Milton, served as a
stark reminder, placing over $1 trillion worth of commercial properties in the path of destruction [2].

The Uninsurable Threat? The Soaring Cost of Flood Protection

The most direct financial consequence of this heightened risk has been the dramatic increase in the cost of
commercial property flood insurance in Florida. The National Flood Insurance Program (NFIP),
historically the primary source of flood coverage, is grappling with over $22 billion in debt [3].

In response, FEMA implemented Risk Rating 2.0, a new methodology designed to align premiums with a
property's actual flood risk. For many Florida property owners, this has resulted in significant premium
increases, with annual hikes capped at 18%. This, combined with a surge in the private insurance market,
has created a challenging environment for property owners, with commercial property premiums
increasing by approximately 250% over the last 20 years.
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Updated Solutions for Commercial Real Estate Owners

The old model of simply purchasing a standard flood insurance policy is no longer sufficient. A
multi-faceted, proactive approach is now essential. Commercial property owners must shift from a mindset
of risk transference to one of active risk management and flood mitigation for their commercial real

estate.
Mitigation Category Key Strategies & Solutions
**Proactive Physical Mitigation** Elevate critical systems (HVAC, electrical),

install FEMA-compliant flood vents and
barriers, use water-resistant building
materials, and enhance site drainage.
**Advanced Insurance Strategies** Explore the private flood insurance market
for higher coverage limits, consider
parametric insurance for rapid payouts, and
use layered insurance programs for
high-value assets.

**Enhanced Due Diligence** Go beyond outdated FEMA maps by using
forward-looking flood models (e.g., First
Street Foundation), commissioning
site-specific flood risk assessments, and
conducting a long-term cost of ownership
analysis.

1. Proactive Physical Mitigation: Building for Resilience

Investing in the physical resilience of a property is a critical capital expenditure. Key strategies include
elevating HVAC units and electrical panels above the base flood elevation (BFE), installing FEMA-compliant
flood vents to relieve hydrostatic pressure, and using water-resistant building materials to reduce
post-flood recovery costs.

2. Advanced Financial and Insurance Strategies
The insurance landscape has evolved. Owners should work with experienced advisors to explore options
beyond the standard NFIP policy.

e **Private Flood Insurance:** Often offers higher coverage limits for both property and business
interruption, which are crucial for commercial assets.

e **Parametric Insurance:** Provides a rapid payout based on a triggering event (e.g., a specific storm
category or flood depth) rather than a lengthy damage assessment, offering immediate liquidity.

e **Layered Insurance Programs:** For high-value properties, combining a base policy with one or more
layers of excess flood insurance is the most effective way to achieve adequate coverage. **[Internal Link:
Contact us for a commercial insurance review.]**

3. The Critical Role of Enhanced Due Diligence
For prospective buyers, the due diligence process must be far more rigorous and forward-looking.
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"Relying solely on historical data or outdated FEMA maps is a recipe for disaster.
We now have the tools to model future risk with a much higher degree of accuracy,
and investors must use them." — First Street Foundation [4]

Key due diligence steps include utilizing advanced flood models, commissioning site-specific flood risk
assessments for commercial property, and modeling the total long-term cost of ownership, including
projected insurance premium increases and potential capital expenditures on flood mitigation. [Internal
Link: Learn about our due diligence and advisory services.]

Conclusion: From Risk to Resilience

The challenges facing Florida's commercial real estate owners are undeniable. However, with these
challenges come opportunities for innovation. By embracing a proactive approach that combines physical
resilience, sophisticated financial planning, and rigorous due diligence, property owners can not only
protect their assets but also position themselves for long-term success in a changing climate. The era of
passive risk acceptance is over; the age of active resilience has begun.
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