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Executive Summary

Hotels operate complex buildings with extensive mechanical, plumbing, electrical, and fire
protection systems. When incidents occur, whether fire, water leaks, equipment failures,
or severe weather, the speed and coordination of the first response often determines the
scale of damage and operational disruption. In high-risk incidents such as water leaks or fire
system failures, a delay of even 10—15 minutes can increase total damage costs by 2—5x.

Global insurance data shows that fire, natural catastrophes, and operational failures
account for nearly half of corporate property losses. Over five years, insurers paid
approximately $97.6 billion USD in claims across more than 530,000 incidents
worldwide.

While infrastructure improvements and safety regulations have reduced some risks, many
hotels still rely on traditional emergency procedures stored in binders or static
documents, which may not be accessible when an incident occurs.

This report examines:

global drivers of property loss

operational risks in hospitality facilities
engineering best practices for mitigation

emerging approaches to emergency preparedness
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The findings highlight an important conclusion:

Access to emergency procedures and infrastructure information within seconds, not
minutes, can significantly influence the outcome of an incident. Hotels that modernize
access to emergency procedures are shifting from reactive response to proactive risk
control. Leading organizations are addressing this gap through mobile platforms that
provide instant access to procedures, infrastructure data, and response guidance.

¥ Response time is the #1 controllable factor in incident severity.
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1. A Global Risk Environment for Facilities

Corporate insurance data indicates that most large property losses arise from a small
number of causes.

Top Drivers of Corporate Property Loss

TOP DRIVERS PROPERTY LOSS

Fire / Explosion

21%
Natural
Catastrophes
Other 15%

55%

Faulty Workmanship
/ Maintenance
9%

Together these three highlighted causes account for approximately 45% of global
insurance losses.

Fire incidents alone have generated more than 20.7 billion USD in claims in recent years,
with the average claim exceeding $1.73 million USD.

Natural catastrophes—including hurricanes, floods, and winter storms—continue to
produce large-scale disruptions to infrastructure and property operations.

For hospitality organizations operating large buildings with complex systems, these risks
translate directly into operational and financial exposure.
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Where Failure Happen Most Often

The next section highlights six zones of concern to safeguard your ROI.

Top 6 Failure Zones

1.Mechanical rooms

2.Guest room plumbingrisers
3.HVAC systems

4.Fire pump / sprinkler systems
5.Electrical rooms

6.Roof / building envelope
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Where Hotel Infrastructure
Failures Happen Most Often

S
% ZONE 1 Roof / Building Envelope

Common Issues Risk Impact

* Roof leaks * Flooding of upper floors
Storm damage e Damage to ceilings and walls
Drainage failure
Water infiltration

ZONE 2 Mechanical /| HVAC Rooms

Common Issues Risk Impact
e HVAC system leaks * Water leaks spreading to guest rooms
e Chilled water pipe failures ® Mechanical shutdowns
e Cooling tower overflow
e Equipment malfunction
= -

= (= ZONE 3 Plumbing Infrastructure

Common Issues Risk Impact

e Burst pipes e Water spreading across multiple
e Valve failures floors

e Contractor errors e This is one of the most common
* Renovation accidents causes of internal floods.

‘1“ ZONE 4 Fire Protection Systems

Common Issues Risk Impact

e Sprinkler pipe leaks e Water damage during system
* Fire pump failures failures

* Valve misconfiguration

* Maintenance issues

::‘: ZONE 5 Critical Equipment Areas
= ‘

Common Issues Risk Impact
e Water entering electrical rooms
e Equipment overheating
e Condensation damage

* Operational shutdowns

|~
:‘;‘ ZONE 6 Basement / Elevator Pits / Low Points

Common Issues Risk Impact

* Drainage failures * Elevator shutdowns
e Sump pump failures * Electrical hazards

* Sewer backups * Building evacuation
* Flooding accumulation

Key Insight

Infrastructure failures rarely begin as catastrophic events.

Loss severity increases when staff cannot quickly locate procedures,
contacts, and shutoff points.

Infrastructure Failure
=]

Insurance analysis shows I

fire, infrastructure

failures, and water

incidents account for

nearly 45% of corporate

property losses. Fast response can stop
escalation.
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2. @Infrastructure Reliability and
Emergency Response

Engineering guidance from property risk specialists emphasizes the critical role of
infrastructure systems in protecting facilities. Even perfectly functioning infrastructure
cannot prevent loss if response is delayed.

Fire protection pumps, for example, are a core component of fire suppression systems and
must operate with a high degree of reliability during emergency conditions. Failure of these

systems can expose a facility to catastrophic property loss.

These systems are designed to automatically activate and deliver the required water flow
when pressure drops, or fire detection systems activate.

However, infrastructure reliability alone does not guarantee effective emergency response.
Facilities must also ensure that operational teams:
@ Understand system operation

@ Can locate critical equipment
@ Can follow emergency procedures quickly.

3. 0 The Hidden Risk of Water Loss

Water damage represents one of the most disruptive and expensive operational incidents
in commercial buildings.

A small leak addressed within 5 minutes may cost under $5,000.
The same leak left for 20-30 minutes can exceed $100,000+ in damage.
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HOW A MINOR WATER LEAK BECOMES A MAJOR
LOSS IN 30 MINUTES

The first 30 minutes determine the scale of damage
Most losses don’t start as major events—they escalate when response is delayed

© O O O O

Pipe or Valve Water Begins Engineering Incident Operational
Failure Spreading Locates Shutoff Escalates Disruption
stack, HVAC line, spreads above searches for spreads to floor shutdown
or mechanical valve ceilings shutoff valve adjacent rooms insurance claim likely
fails. 3-5 rooms accelerates during guest relocation
impacted delay begins
0 Minutes 10 Minutes 20 Minutes 30+ Minutes

v

Response Time Determines Loss Severity

Rapid Response
procedures instantly accessible
valve locations pre-mapped
incident contained within minutes

Minutes, not hours, determine loss severity.

Risk engineering guidance often refers to these incidents as “internal floods,” where
plumbing failures, equipment leaks, or weather infiltration introduce water into building
interiors.

Insurance and risk engineering experts consistently emphasize that early intervention can
dramatically reduce the severity of losses.

These events can damage:

Guestrooms
Electrical systems
Elevator equipment
Data infrastructure
Mechanical systems.
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In hotels, water leaks can spread across multiple floors before being detected, particularly
during off-hours. The difference between a five-minute response and a twenty-minute
response can determine whether damage affects one room or an entire floor.

To address this risk, insurers recommend comprehensive Water Damage Prevention
Programs built around four core phases:

HOTEL

MANAGER
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Water Damage Prevention Framework

‘ Phase H Purpose ‘

‘Mitigation H Prevent incidents ‘

‘PreparednessHTrain staff and plan response‘

‘Response HManage incidents quickly ‘

‘Recovery HRestore operations ‘

This framework helps organizations minimize the impact of water-related incidents.

4. 0 Engineering Practices That Reduce
Water Loss

Risk engineering recommendations highlight several practices that significantly reduce
water damage risk.

Valve Identification and Charting

Facilities should identify and document the location of all plumbing, mechanical, and fire-
protection valves. Proper labeling and mapping allow teams to quickly isolate leaks and
prevent water from spreading.

Leak Detection Systems

Water flow monitors, humidity sensors, and leak detection systems can identify problems
early and send alerts before damage escalates.

These sensors are particularly importantin:

mechanical rooms

electrical rooms

data centers

elevator pits

ceiling spaces above critical equipment.
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Maintenance and Inspection
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Preventive maintenance programs and inspection routines are essential to ensure
infrastructure reliability and minimize failures.

5. @ Construction and Renovation Risks

Water damage during construction or renovation projects is a prevalent and costly
problem.

Temporary plumbing connections, exposed building envelopes, and incomplete drainage
systems can allow water to enter structures during construction phases.

Risk engineering practices recommend:

commissioning reviews during design
water infiltration prevention planning
leak detection monitoring

contractor training and oversight.
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Hotels undergoing renovation while operating face especially high exposure to water
damage.

6. 4 Operational Reality in Hotels

Hotels operate continuously and rely on a wide range of infrastructure systems:

plumbing networks
fire protection systems
HVAC equipment
electrical distribution
elevators

commercial kitchens.
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When incidents occur, response teams must quickly determine:

@ what happened
@ where the problem is located
@ what action to take.
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In many properties, however, emergency procedures and equipment maps remain stored
in physical binders or static digital documents.

This approach creates several challenges:

procedures may not be easily accessible

new staff may not know where documents are stored
equipment locations may not be documented clearly
response coordination may be delayed.

R R R ®

7. i The Red Binder Problem

Despite advances in building technology, many hospitality properties still rely on
traditional documentation systems. In an emergency, access, not documentation,
determines outcome.

Traditional Approach

Stored in binder

Static

Not searchable

Not accessible during incident
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Modern Approach

Mobile access
Instant retrieval
Role-based guidance
Real-time updates

(ORNO O]

Emergency procedures are often stored in:

binders

printed manuals
shared drives
internal portals.

o O O O

While these systems contain valuable information, they are not always designed for rapid
access during emergencies.
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Operational teams may struggle to locate the correct procedure while managing an active
incident.

This challenge becomes even greater when:
o staffturnover occurs

o nhew employees lack building knowledge
o incidents happen outside normal operating hours.

8. B Emerging Approaches to Emergency
Preparedness

Forward-looking organizations are exploring ways to improve operational readiness
through:

1. Digital Access

@ Mobile procedures
@ Cloud-based documentation

2. Smart Infrastructure

@ Sensors
@ Alerts

3. Operational Coordination

@ Real-time communication
@ Guided workflows

These approaches aim to ensure that the right information reaches the right person at
the right moment.
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9. & Top 5 Actions for 2026

Based onrisk engineering guidance and global loss data, hotel operators should consider
the following actions:

1. Conduct a Facility Risk Assessment (Quarterly)
Identify infrastructure vulnerabilities and emergency response gaps.
2. Digitize Emergency Procedures (Immediate Priority)

Ensure emergency procedures are accessible in seconds, not minutes, across all
teams.

3. Map All Critical Valves and Systems

Create clear maps of valves, mechanical systems, and emergency equipmentin
critical areas.

4. Implement Leak Detection in High-Risk Areas
Install leak detection and environmental sensors in critical areas.
5. Train Staff with Scenario-Based Drills

Ensure staff understand emergency procedures and response protocols.

10. & The Future of Hotel Emergency
Preparedness

As hotels continue to modernize operations, emergency preparedness must evolve as
well.

Key trends shaping the future include:

@ digital access to operational procedures
@ integration of sensors and monitoring systems
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@ improved coordination between engineering and operations teams
@ greater emphasis on risk management and resilience.

Organizations that combine infrastructure reliability with operational readiness will be
better positioned to manage incidents and protect both guests and staff.

Conclusion

Hospitality properties face a wide range of operational risks, from fire incidents and severe
weather to infrastructure failures and water leaks.

Global insurance data and engineering guidance show that these incidents can cause
significant financial and operational damage.

While facilities invest heavily in infrastructure systems, effective emergency response also
depends on how quickly operational teams can access procedures and coordinate
actions.

Improving access to operational knowledge during incidents represents one of the most
important opportunities to enhance safety and resilience in hospitality operations.

In modern hospitality operations, the difference between minor disruption and major loss
is no longer just infrastructure, it is speed, access, and execution. Leading organizations

are addressing this gap through mobile platforms that provide instant access to
procedures, infrastructure data, and response guidance.

About Smart Hotel Manager

Smart Hotel Manager develops technology solutions that help hospitality organizations
improve operational readiness and emergency preparedness.

The company’s Live Safety platform provides mobile access to emergency procedures,
infrastructure information, and response guidance for hotel teams.
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