
Water Damage Can 

Be Avoided



spaces or under flooring so it does not 

Strata buildings are 
complex structures with 
key components like 
water pipes, electrical 
wiring, air-conditioning 
systems, ventilation and 
lift systems in place.

Much of this infrastructure is hidden out of 
sight either in cavity walls, cupboards, roof 

spaces or under flooring so it does not 
upset the aesthetic appearance of a strata 

property, apartment or lot.

When something goes wrong with these 
components, the resultant damage 

increases exponentially.



Water damage 
claims 
Water damage is one of the most common 
causes of strata insurance claims. Significant 
claims will have an impact on insurance 
premiums on renewal. The key is to minimise 
claims with a good maintenance/prevention 
regime in place both at the building and lot 
owner level.

Over the past three years, Strata Community 
Insurance paid out more than $50 million 
in water damage claims. Many of these 
claims could have been avoided with a 
good preventative maintenance programme. 
Unfortunately, the impact for the insured was 
a significant increase in insurance premiums 
compared to a small expense for preventative 
maintenance.

The irony is that many of the gradual 
water damage-related claims could have 
been avoided with a good preventative 
maintenance programme and regular 
verification of the working order of the key 
components in the strata complex and within 
individual apartments/lots. The chart ‘Examples 
of water damage’ details the key areas 
that should be included in a preventative 
maintenance programme.

Physical evidence 
of a water problem
The intent of strata insurance is to cover 

claims for water damage that is sudden and 

accidental. In many instances, strata insurance 

will cover the hidden perils of burst or leaking 

pipes when physical evidence of damage is 

first noticed and a claim is made.

Strata insurance does not cover poor 

maintenance where a known problem has 

been allowed to continue and expand over 

time, nor does it cover wear and tear. 

Water problems may not be noticed until there 

is physical evidence like mould, dampness 

or leakages. At that stage of discovery, in our 

experience, the impact will be greater and, in 

many instances, will have spread to multiple 

apartments/lots and common areas.
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Impact is not just 
payment of an 
insurance claim

Having a claim paid can often be the easy 

part. A significant impact on strata committees, 
owner/occupiers and tenants is the time lost 

after lodgement and payment of a claim and 

additional out-of-pocket expenses – particularly if 

appropriate contents insurance is not in place. Of 

course, this scenario does not take into account 

the time, effort and expense relating to:

› Phone calls, emails and time lost waiting 

on suppliers to turn up (or not) to quote for

repairs.

› Time lost waiting on repair work to 

commence.

› Impact on lifestyle/living conditions of repair 

work, with removal of walls, ceilings, and 

roofs to rectify damage.

› Inability for people to remain in their home 

due to the extent of repair work required, 

especially if the apartment/lot is unfit to be 
occupied for a considerable length of time 

(3+ months living out of a suitcase).

› Electrical repairs.

› Matching/replacing paint, tiles, bathroom

fittings, kitchen fittings.

› Impact of common area repairs and access 

to the building.

› Out-of-pocket expenses to repair and 

replace items not covered by insurance.

Prevention is better 
than cure

A good maintenance programme and regular 

verification will help identify significant risk areas 
both seen and unseen in a strata complex. For 

example, key points that should be considered:

› Is the building experiencing bursting pipes?

› Is the building more than 30-years old?

› Does the water need to be filtered for 
drinking?

Hidden pipes may not be capable of being 

inspected, but can be tested. Further, water purity 

can be tested.

Where water pressure is a concern, strata 

committees should consider the installation of 

pressure limiting valves at the mains to reduce 

the water pressure going into a building. These 

valves will reduce the pressure on water pipes 

and joints, and may extend their life by up to an 

additional 5-7 years. 

Corrosive impurities have been found in water 

across Australia and, over time (approximately 

30–40 years), will cause even copper pipes 

to fail. 

Apartment/lot owners also have a part to play in 

checking their internal fixtures and fittings, and 
replacing items that are showing signs of age, 

wear and tear. Signs of mould in areas outside of 

bathrooms or kitchens are a good indicator of a 

plumbing problem and should be investigated. 

Flexible hoses in bathrooms or kitchens should 

be checked regularly and replaced if showing 

signs of degradation. Shower membranes 

showing signs of wear and tear should be 

repaired or replaced.
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Examples of water damage

› Plumbing, taps or pipes 

leaking – causing 

damage to the walls, 

ceilings or floors.

› Flashing, tiles, shingles 

or deteriorating roof 

parts – indicating signs 

of needed repair.

› Mould, rot or corrosion 

caused by long-term 

water seepage.

COMMON GRADUAL WATER DAMAGE CAUSES INCLUDE:

› Deteriorating electrical 

wiring caused by water 

seepage.

› Seepage from cracks 

in foundations or at the 

exterior of the building 

allowing water to enter 

the strata complex.

› Poor repairs or lack 

of repairs to the strata 

complex.
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Case Study 1

$ 80K

$80,000 BUILDING DAMAGE FROM A 
$8 FLEXI HOSE!

Flexible stainless steel hose pipes (flexi 
hoses) are popular because of their ability 

to bend into shape and their low cost 

(approximately $8 per unit). They are 
generally hidden beneath bathroom and 

kitchen sinks in strata complexes across 

australia, and have a life expectancy of 

10 years. 

Flexi hoses are responsible for many 

thousands of dollars in water claims when 

something goes wrong.

› Flexi hoses were installed in the 

bathrooms and kitchens of a medium-

sized apartment complex. 

› The flexi hose in one of the upper-level 
apartments split when most of the 

occupants were away from the premises, 

and water flooded the bathroom before 
spreading and meandering downwards 

through three floors of the complex prior 
to discovery.

› The building repair bill was a staggering 

$80,000. 

› Five apartments had contents damage 

with the majority having no contents 

insurance. 

› A further inconvenience was that the 

apartments were uninhabitable and their 

occupants had to vacate their homes 

for approximately four weeks while 

repairs were undertaken. Alternative 
accommodation was approximately 

$350-$500 per unit per week.

› Regular checks of the flexi hoses were 
not part of any maintenance programme 

which would have picked up the faulty 

flexi hose and allowed replacement at a 
cost of approximately $8 per unit.
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LEAKING HOT WATER SYSTEM RESULTS 
IN A $55,000-PLUS BILL!

Hot water systems generally have a life 

expectancy of between 10 to 15 years, as tanks 

or other parts can fail due to wear and tear. In 
some instances, failure will occur much earlier 

due to defects in a hot water system.

Hot water systems are generally ‘out of 

sight out of mind’ as they are tucked away 

in some convenient cupboard or roof space. 
Unfortunately, there is often a delay in 

recognising a problem until confronted with a 

major water leak and resultant damage, as the 

water may have been seeping for several days 

or weeks before alarm bells ring.

Normal inspections will help reduce risks. 
Tell-tale signs include:

 › Insufficient hot water, constantly running 
out of hot water, or reduced water pressure

 › Noisy water heater (cracks and pops)

 › Dripping or leaking water 

 › Rusty or leaking connections 

 › Corrosion

 › Burn marks

 › Muddy, cloudy or smelly hot water.

In a two-story townhouse, the instantaneous 

(mains pressure) hot water system (which was 

more than 10 years old) was located in the roof 

cavity. The manufacturer’s warranty conditions 
recommended the replacement of the hot 

water system flanges every five years. 

One of the flanges failed and water flowed 
through both storeys of the townhouse for 

three days before it was noticed by 

the occupants.

The resultant damage included: 

 › Buckled laminate flooring
 › Buckled engineered flooring
 › Mould

 › Wet cabinet bases and kickboards to the

kitchen and bathrooms

 › Plasterboard replacement to a ceiling and 

seven walls

 › Personal contents 

 › Accommodation costs.

Building repair costs were approximately 

$35,000, with an additional $20,000 for rent/

accommodation as the occupants had to 

vacate their home for many weeks for repairs 

to be undertaken. The occupants also incurred 
significant out-of-pocket expenses for personal 
contents as they had no contents insurance 

cover, nor had the owners’ corporation 

selected optional policy 

benefits such as cover for 
Floating Floors.

The failure of the flange 
could have been avoided 

with a preventative 

maintenance programme 

and compliance 

with manufacturer’s 

recommendation, for an 

investment of approximately 

$5 for a replacement flange 
(plus installation costs) 

when the hot water 

system reached each 

five-year anniversary.

Case Study 2 $ 55K
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SUPER-HEATED WATER CAUSES 
THREE-YEARS OF GRIEF FOR STRATA 
COMPLEX

A boiler system was designed to supply hot 

water through polypropylene pipes, up to 

maximum temperature of 80 degrees, to 

200 apartments. 

The thermostat failed, which resulted in 

super-hot water being delivered to all 200 

apartments for three weeks before anyone 

complained about the excessive hot water. It 
was repaired under warranty with no apparent 

property damage.

Over the following 36 months, more 

than 30 water pipes burst (approximately 

one per month) due to a weakening of 

the polypropylene piping caused by the 

excessively hot water. The result was multiple 
call outs to repair/replace pipes and building 

damage. In some instances, occupants had 
to vacate to allow repairs to be undertaken 

which resulted in accommodation costs and 

additional out-of-pocket expenses.

The owners corporation was faced with 

spiralling insurance costs, excess conditions 

on their insurance policy and/or insurance 

cover restrictions. While the initial repair 
costs were manageable and under warranty, 

multiple repairs with increasing costs for each 

call-out took their toll with the expiration of the 

warranty period. 

It is important to note that when an owners 

corporation is aware of a known defect, 

insurance cover may no longer be available 

for resultant losses, including owners’ rent and 

accommodation costs – which would need be 

met by the owners corporation.

To remove the threat of continuing burst water 

pipes and potential litigation, the owners 

corporation replaced the hot water piping 

throughout the entire complex at a cost 

exceeding $200,000.

This loss and damage could have been 

minimised when the thermostat was initially 

repaired. A re-commissioning of the system, 
including a pressure test of the polypropylene 

piping would have identified the heat-affected 
pipes, allowing a controlled maintenance plan 

for their replacement.

The expensive lesson was that a simple 

pressure test when the thermostat failed could 

have saved the owners corporation a large 

portion of their $200,000 repair costs, with no 

impact on their insurance cover or excess.
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