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Executive Summary

Climate risk is shifting from a physical threat to a financial crisis (NOAA, 2023). This
study integrates data from FEMA’s National Risk Index, FCAR national and state
statistical data, and Zillow Home Value Indices to establish the first quantitative risk
framework specifically for U.S. community associations. Using a 27-state analytical
sample covering 331,800 community associations and 70.3 million residents, this study
examines how climate risk affects the financial sustainability of community associations.
For national context, the Foundation for Community Association Research’s 2025
Statistical Review estimates 373,000 community associations nationwide, housing 78.1
million residents across 29.6 million housing units.

Key Finding 1: Risk Follows People. When risk data is normalized, states traditionally
viewed as “low risk” actually shoulder extremely high unit-level exposure. In Nevada,
the Expected Annual Loss (EAL) per community association reaches $12,336, nearly
four times the 27-state analytical sample average of $3,236. New Jersey and Oregon
follow closely at $10,731 and $9,577, respectively. This finding challenges the traditional
approach of focusing risk analysis solely on large, high-risk states like Florida and
California, where high aggregate losses often reflect scale rather than per-unit exposure.

Key Finding 2: The Insurance Market is Contracting Systemically. The Foundation for
Community Association Research Snap Survey, Insurance Coverage Trends in
Community Associations, shows that 93% of community associations experienced
premium increases at their last renewal, while 47% faced policy cancellations or non-
renewals. More alarmingly, 53% of respondents reported premium hikes between 11%
and 50%, with 12% of communities facing financial pressure from annual increases
exceeding $100,000. In high-risk regions like Florida, some communities have reported
premiums far above typical national levels.

Key Finding 3: Resilience Investment Yields Quantifiable Financial Returns. The data
demonstrates that adopting hardened building standards, such as FORTIFIED-certified
roofs, can recoup investment costs within five years through premium savings. Collective
action, such as the joint risk management of over 100 HOAs in Big Sky, Montana,
significantly reduces long-term liability. Shifting from a mindset of deferred maintenance
to upfront resilience investment is not just an ethical choice, it is an economic imperative.
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Part I: Introduction and Background

1.1 The Rise of Community Associations and their Governmental Role

Community associations have evolved from a niche concept in the mid-20th century to a
cornerstone of the modern U.S. housing market. According to the Foundation for
Community Association Research’s 2025 U.S. National and State Statistical Review,
there are approximately 373,000 community associations nationwide. These associations
house roughly 78.1 million residents across approximately 29.6 million housing units.
FCAR further estimates that the number of U.S. community associations will reach
between 374,000 and 377,000 in 2026. In this study, the quantitative analysis focuses on
a 27-state sample covering 331,800 community associations and 70.3 million residents,
which represents the major states for which consistent state-level community association
data were used in the risk normalization framework.

From 2012 to 2024, the community association sector continued to expand across the
major states included in this study. Within the 27-state analytical dataset used for the risk
calculations, California, Florida, and Texas remain the three most concentrated states,
with 51,250, 50,100, and 22,900 community associations, respectively. These states are
therefore central to the risk normalization analysis presented below.

Growth of Community Associations (2012-2024)
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Figure 1. Growth In The Number Of Community Associations Across Selected
States, 20122024

Note: Multi-line time-series plot with year on the x-axis (2012-2024) and number of
associations on the y-axis (thousands). Five state trajectories are shown with circular
markers and a right-side legend: California (blue), Florida (orange), Texas (green), New
York (red), and Illinois (purple); each line traces annual levels across the full period. Data
Sources: CAI/FCAR (2024).
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Community associations play a unique, quasi-governmental role in the U.S. housing
system. They not only provide public services traditionally managed by local
governments, such as road maintenance, common area management, security, and
infrastructure upkeep, but also possess the authority to create and enforce binding rules
on their members. Residents contribute over $18 billion annually in assessments, a figure
comparable to the annual budgets of many small to mid-sized cities. In this sense,
community associations have become the largest system of private governance in the
nation.

However, unlike municipal governments, community associations face a fundamental
financial constraint: they cannot levy taxes and must rely solely on member assessments
to raise funds. While this financial structure functions well during normal operations, its
fragility is exposed when facing systemic risks, such as the increasing frequency of
extreme weather events driven by climate change. Repair costs from a single major
hurricane or wildfire can easily exceed an association’s accumulated reserves, forcing
boards to levy massive special assessments on owners or, in worst-case scenarios, face
insolvency.

1.2 A Convergence of Three Pressures

U.S. community associations currently stand at the center of an unprecedented financial
storm. Three mutually reinforcing pressures are converging to create an environment ripe
for systemic crisis.

The first pressure stems from aging infrastructure. The FCAR Snap Survey data used in
this study indicates that 56% of community association buildings are over 30 years old,
with 21% exceeding 51 years (see Figure 2).
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Figure 2. Age Distribution Of Community Associations

Note: Pie chart showing the share of surveyed community associations by age band, with
percentages printed on the wedges and category labels around the perimeter. The
categories are 1-10 years (5%, light green), 11-20 years (21%, green), 21-30 years (18%,
yellow), 31-40 years (17%, orange), 41-50 years (18%, red-orange), and >51 years (21%,
dark red); the figure title notes that 56% of communities are 30+ years old. Data Sources:
Foundation for Community Association Research Snap Survey, Insurance Coverage
Trends in Community Associations (April 2025; n=509).

Aging structures are not only expensive to maintain but are also increasingly vulnerable
to climate-related hazards, particularly when preventive maintenance has been deferred
over time. The 2021 collapse of the Champlain Towers South in Surfside, Florida, which
claimed 98 lives, serves as a tragic warning regarding the risks of aging infrastructure.
Post-event investigations revealed that structural defects had been identified years prior,
but necessary repairs were repeatedly deferred due to the magnitude of the necessary
special assessments, as reserve funds typically do not cover structural repairs.

The second pressure is the systemic contraction of the insurance market. The increasing
frequency of climate-driven extreme weather is reshaping risk pricing models across the
property insurance industry. Among the 509 respondents in the 2025 FCAR Snap Survey
(see Figure 3), 93% reported premium increases at their most recent renewal, while 47%
faced policy cancellations or non-renewals. The situation is particularly acute in high-risk
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areas like Florida, where major carriers have exited the market entirely, leaving
remaining insurers to drastically raise premiums and deductibles. Some associations have
seen annual premiums soar from $100,000 to over $300,000, a 300% increase, with
broader data indicating that average industry costs have doubled since 2022 (Insurance
News Net, 2024). Even more concerning, 4% of communities report relying on state-run
“insurer of last resort” programs (Fair Plans), which typically offer higher costs for
reduced coverage (Foundation for Community Association Research, 2025).

No: 6% Unsure: 1%

N\

N\

Yes: 93%

Figure 3. Reported Premium Increase At Most Recent Property And Casualty
Renewal

Note: Pie chart showing responses to the question “At your last or current renewal, did
the premium increase? (Property & Casualty)”. The slices are labeled with category and
share: Yes (blue, 93%), No (orange, 6%), and Unsure (green, 1%), with callout labels
connected to the corresponding wedges. Data Sources: Foundation for Community
Association Research Snap Survey, Insurance Coverage Trends in Community
Associations (April 2025; n=509).

The third pressure comes from a rapidly shifting regulatory environment. Following the
Surfside tragedy, Florida enacted Senate Bill 4-D, mandating “Milestone Inspections” for
buildings three stories or higher and requiring funding of reserves for structural integrity.
This legislation forces many historically underfunded associations to confront immediate
financial realities. Similar regulatory reforms are being considered in other states, while
at the federal level, Fannie Mae and Freddie Mac have tightened lending standards for
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condo associations (Fannie Mae, 2021; Fannie Mae, 2026). While these reforms enhance
long-term safety, they place immense short-term pressure on communities that are
financially unprepared.

1.3 Research Objectives and Innovation

The core objective of this study is to provide community association boards with an
actionable framework for quantifying risk and making decisions regarding resilience
investment. Unlike existing research, this study innovates by integrating data from three
distinct levels: disaster risk data from the FEMA National Risk Index, community
association distribution data from FCAR national and state statistical data, and property
value data from Zillow indices. Through this multi-dimensional data integration, we are
able to calculate a normalized risk metric for community associations for the first time,
revealing true risk distributions often obscured by aggregate state-level totals.

This study employs: quantitative analysis focuses on the geographic distribution and
normalized calculation of risk, while qualitative analysis utilizes the FCAR Snap Survey
data to explore the actual coping strategies and challenges faced by associations. Florida
was selected as a deep-dive case study because it sits at the intersection of climate risk,
insurance market dislocation, and regulatory upheaval, serving as the “canary in the coal
mine” for the financial crisis facing community associations nationwide.

Part II: Methodology and Data

2.1 Data Sources

This study is founded on the systematic integration of data from four authoritative
sources. The first source is the FEMA National Risk Index (NRI), March 2023 release.
The NRI is a comprehensive risk assessment tool operating at the county and census tract
levels, covering 18 natural hazard types including hurricanes, wildfires, earthquakes,
floods, and tornadoes. For each hazard, the NRI provides key metrics such as EAL,
historical loss ratios, and risk exposure. EAL serves as the core variable for this study,
representing the average annual expected economic loss in dollars for a given geographic
area, accounting for both probability and potential severity.

The second data source is the National Community Association Statistics (2012-2024)
published by the Foundation for Community Association Research (FCAR) and the
Community Associations Institute (CAI). This dataset contains annual time-series data on
key indicators such as association counts, resident populations, and housing units by state.
The 2024 data used for the quantitative model indicate that the 27 major states analyzed
contain 331,800 community associations and 70.3 million residents. These figures define
the analytical sample used for the risk normalization calculations, rather than the most
recent nationwide total. For national context, FCAR’s 2025 Statistical Review reports
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373,000 community associations, 29.6 million housing units, and 78.1 million residents
nationwide.

The third source is the Zillow Home Value Index (ZHVI), specifically utilizing median
home value data at the state and county levels as of September 2024. The ZHVI provides
a benchmark for assessing the asset exposure of community associations. By integrating
property value data, we can calculate the relative impact of risk on actual asset values
rather than focusing solely on absolute loss figures.

The fourth source is the Foundation for Community Association Research Snap Survey,
Insurance Coverage Trends in Community Associations, released in April 2025. This
survey collected detailed insurance data from 509 respondents (including 92 management
companies representing over 4,000 communities), covering critical dimensions such as
premium changes, policy cancellations, and funding sources. Covering 39 states, this
survey provides firsthand insight into the dynamics of the insurance market.

2.2 Risk Normalization Methodology

Traditional risk analysis typically focuses on aggregate risk levels by state. While
valuable for macro-policy evaluation, this approach has significant limitations for
community association boards. High aggregate risk in a state may simply reflect its large
population and asset base rather than high risk density for individual communities. For
example, California leads the nation with a total Expected Annual Loss of $281.6 million,
but this largely reflects the fact that it has 51,250 community associations, the highest
number in the country.

This study introduces a normalized metric: “Expected Annual Loss per Association”
(EAL per Association), calculated as:

EAL per Association = Total State EAL ~ Number of Community Associations (1)

The FEMA National Risk Index EAL encompasses all property types within a geographic
area, including non-association residential, commercial, and public properties, not solely
community association assets. The resulting "EAL per Association" metric is therefore a
comparative indicator of relative risk burden across states, rather than a direct estimate of
expected losses for any individual community association. This normalization is designed
to reveal which states concentrate higher risk per organizational unit, enabling more
meaningful cross-state comparison than aggregate state-level EAL alone.

This metric eliminates the bias of state scale, directly reflecting the average annual risk
exposure borne by each community association. Using this method, we uncovered a
series of counter-intuitive but policy-relevant findings: states traditionally considered
lower risk, such as Nevada, New Jersey, and Oregon, actually demonstrate extremely
high unit-level risk after normalization (see Table 1 and Figure 4).

In addition to normalized EAL, this study calculated several auxiliary metrics: EAL per
Resident, EAL per Dollar of Home Value, and the proportion of total risk contributed by
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each hazard type. Together, these metrics constitute a multi-dimensional risk assessment
framework for community associations.

Part III: The National Risk Landscape
3.1 Findings of Normalized Risk

When Expected Annual Loss is normalized to the level of the individual community
association, the risk landscape presents a picture starkly different from conventional
wisdom. Based on Table 1 and Figure 4, the complete normalized risk ranking for the 27
analyzed states is as follows:

Table 1: State Risk Ranking by EAL per Community Association (2024)

Rank  State # of Associations EAL per CA Total EAL (M)
1 Nevada 3,800 12,336 46.9
2 New Jersey 7,200 10,731 77.3
3 Oregon 4,150 9,577 39.7
4 Utah 3,700 8,319 30.8
5 Connecticut 5,150 8,224 42.4
6 South Carolina 7,500 6,203 46.5
7 California 51,250 5,495 281.6
8 Washington 10,900 5,045 55.0
9 Maryland 7,200 3,886 28.0
10 Massachusetts 11,600 3,717 43.1
11 Arizona 10,200 3,409 34.8
12 Florida 50,100 2,709 135.7
13 Tennessee 5,400 2,332 12.6
14 Missouri 5,750 2,225 12.8
15 Pennsylvania 7,150 2,025 14.5
16 North Carolina 15,050 1,663 25.0
17 Indiana 5,200 1,651 8.6
18 New York 14,500 1,547 22.4
19 Wisconsin 5,650 1,510 8.5
20 Texas 22,900 1,417 32.4
21 Michigan 8,700 1,162 10.1
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Rank  State # of Associations EAL per CA Total EAL (M)

22 Minnesota 8,000 1,136 9.1

23 Colorado 11,700 1,062 12.4

24 Ohio 8,800 973 8.6

25 Illinois 19,750 903 17.8

26 Georgia 11,300 858 9.7

27 Virginia 9,200 786 7.2
Analyzed 27- 331,800 3,236 (avg) 1,073.6
State Total

Note: EAL per Community Association is a comparative indicator derived by dividing
total state-level EAL (which covers all property types) by the number of community
associations. It does not represent actual expected losses for individual associations. See
Section 2.2 for methodology. Data Sources: FEMA NRI 2023, CAI/FCAR 2024.

Nevada $12,836 (3,800 CAs)
New Jersey $10,731 (7,200 CAs)
Oregon $9,577 (4,150 CAs)
Utah $8,319 (3,700 CAs)
Connecticut $8,224 (5,150 CAs)
South Carolina $86,203 (7,500 CAs)
California $5,495 (51,250 CAs)
Washington $5,045 (10,900 CAs)
Maryland $3,886 (7,200 CAs)
Massachusetts $3,717 (11,600 CAs)
Arizona $3,409 (10,200 CAs)
Florida $2,709 (50,100 CAs)
Tennessee $2,332 (5,400 CAs)
Missouri $2,225 (5,750 CAs)

Pennsylvania $2,025 (7,150 CAs)

0 2000 4000 6000 8000 10000 12000
Expected Annual Loss per Association ($)

Figure 4. Normalized Expected Annual Loss Per Community Association Across 27
Selected States

Note: Horizontal bars report state-level expected annual loss (EAL) normalized by the
number of community associations (CAs) in each state, yielding an expected annual loss
per association (USD) as a comparative indicator of risk burden at the organizational unit
level. States are ordered from highest to lowest normalized EAL; numeric annotations
show the per-association EAL followed by the corresponding CA count used for
normalization in parentheses. The association counts used for normalization are based on
the 2024 analytical dataset for 27 selected states; they are not intended to represent the
full nationwide total. Data Sources: FEMA NRI 2023, CAI/FCAR 2024.
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This finding has significant policy and practical implications. First, it demonstrates that
risk assessment cannot rely solely on aggregate data. Although Nevada has only 3,800
community associations, just 7.6% of Florida's total, the average risk borne by each
association is 4.6 times that of Florida. This is primarily due to the high concentration of
earthquake ($24.3M EAL) and wildfire ($6.5M EAL) risks among a relatively small
number of associations.

Second, risk in the Northeast coastal states has been historically underestimated. New
Jersey ranks second in normalized risk, driven by high-density coastal communities
facing hurricane and flood hazards. Connecticut ranks fifth, with a per-association
hurricane EAL of $5,907, a figure that exceeds Florida’s $2,326 per association (based on
FEMA National Risk Index data: Connecticut Total Hurricane EAL $30.42M / 5,150
associations =~ $5,907; Florida Total Hurricane EAL $116.5M / 50,100 associations =
$2,326). This reflects the unique situation where the Northeast has a lower density of
associations but substantial risk exposure per unit.

Third, seismic risk in the Pacific Northwest warrants special attention. Oregon and
Washington rank third and eighth in normalized risk, respectively, with earthquake risk
contributing over 80% of their total EAL. Oregon's per-association earthquake EAL
stands at $7,681, which is 1.7 times higher than California's $4,456 (Oregon: $31.88M /
4,150 = $7,681; California: $228.4M / 51,250 = $4,456). This indicates that the Cascadia
Subduction Zone poses a severe challenge to local community associations, a risk often
overlooked by boards and owners due to the lack of recent major seismic events.

3.2 Risk Follows People

The second core finding of this study is the strong positive correlation between financial
risk and community association populations. Regression analysis of data from 27 states
reveals a Pearson correlation coefficient of 0.856 between EAL and community
association resident population, indicating a highly significant positive correlation
(Figure 5). This finding can be summarized in one sentence: Risk follows people.
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Figure 5. Expected Annual Loss Scales With Community Association Population
Across States

Note: Scatterplot relates state-level expected annual loss (EAL; USD, millions) to the
estimated resident population living in community associations (CA residents; millions),
with each point denoting a state and selected high-leverage states labeled for clarity. The
dashed line shows the least-squares fit, indicating a strong positive association (Pearson r
= 0.856) consistent with a “risk follows people” scaling pattern in which larger CA
populations coincide with larger expected hazard losses. Data Sources: FEMA NRI 2023,
CAI/FCAR 2024.

The mechanism behind this correlation merits deeper analysis. On the supply side,
community associations are often developed in areas with high land values, coastal zones,
mountain views, and waterfronts, which frequently carry higher natural hazard risks. On
the demand side, residents are willing to accept higher disaster risks in exchange for
superior living environments and lifestyles; this preference drives continued population
densification in high-risk areas. Institutionally, local zoning and development permitting
have encouraged housing development in these zones, while the National Flood
Insurance Program effectively subsidizes this risk-taking behavior.
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California and Florida exemplify this pattern. California (51,250 associations, 14.41
million residents) and Florida (50,100 associations, 9.51 million residents) have total
EALs of $281.6 million and $135.7 million, respectively. Together, they account for 30.5%
of the community associations in the 27-state analytical sample and bear 38.9% of the
sample’s total EAL. This uneven distribution means that any national policy intervention
must prioritize the specific conditions of these two states.

3.3 Regional Characteristics of Hazard Types

Different natural hazards exhibit distinct regional distributions, providing direct guidance
for community association risk management strategies. As shown in Figure 6 and Table 2,
hurricane risk is highly concentrated in the Southeast coast and Gulf region. Florida's
hurricane EAL reaches $116.5 million, accounting for 85.9% of the state's total EAL.

Other

Wildfire

Flood

Tornado

Hurricane

Figure 6. Florida Expected Annual Loss Is Dominated By Hurricane Hazard

Note: Pie chart decomposes Florida’s total expected annual loss (EAL; USD 135.7
million) for community associations into hazard-specific contributions, expressed as
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percentage shares of total EAL. Hurricane risk accounts for the overwhelming majority
of expected losses (85.9%), while tornado (5.1%), flood (2.9%), wildfire (3.0%), and
residual hazards aggregated as “Other” (3.2%) jointly comprise a comparatively small tail.
Data Sources: FEMA NRI 2023, CAI/FCAR 2024

South Carolina, Massachusetts, Connecticut, and New Jersey also face significant
hurricane EALs of $32.3M, $30.6M, $30.4M, and $20.6M, respectively. Notably,
hurricane risk in Northeast states is often underestimated; while landfall frequency is
lower, high property values and dense infrastructure mean that a single major event can
cause catastrophic losses.

Wildfire risk is concentrated in the Western mountain states and California. California
leads with a wildfire EAL of $24.6 million, followed by Arizona ($13.0M), Utah ($6.6M),
and Nevada ($6.5M). It is worth noting the difference in wildfire risk density: Utah's per-
association wildfire EAL is $1,782 and Nevada's is $1,700, whereas California's is only
$479. This suggests that community associations in Utah and Nevada actually face a
higher density of wildfire risk than those in California.

Earthquake risk is even more concentrated, primarily affecting the West Coast and
Alaska. California's earthquake EAL is $228.4 million (81.1% of its total), the highest in
the nation. Washington ($43.3M), Oregon ($31.9M), Nevada ($24.3M), and Utah
($19.7M) comprise the remaining high-seismic-risk areas. A unique characteristic of
earthquake risk is its “low frequency, high severity” nature: while less probable than
hurricanes or wildfires, a single major event would result in catastrophic financial losses.

Table 2: Geographic Concentration and Financial Impact of Key Climate Hazards
(2024)

Hazard Type State Total EAL ($ Millions)
Hurricane Florida $116.5 M
South Carolina $32.3 M
Massachusetts $30.6 M
Connecticut $30.4 M
New Jersey $20.6 M
Wildfire California $24.6 M
Arizona $13.0 M
Utah $6.6 M
Nevada $6.5 M
Earthquake California $228.4 M
Washington $43.3 M
Oregon $31.9M
Nevada $24.3 M
Utah $19.7M
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Part I'V: Florida Case Study

4.1 Contraction of the Insurance Market

The community association insurance market in Florida is experiencing a systemic crisis
whose scale and depth signal risks that could potentially spread nationwide. Data from
the 2025 FCAR Snap Survey reveals multiple dimensions of this crisis. As shown in
Figure 7, nearly all surveyed community associations in Florida (93%) reported premium
increases at their most recent renewal, a rate consistent with the national average.
However, the distribution of these increases highlights Florida's unique distress: 34% of
communities experienced hikes between 26% and 50%, 10% saw increases of 51% to
75%, and 4% reported premiums surging by over 100%.

Even more concerning is the widespread prevalence of policy cancellations and non-
renewals. The survey indicates that 47% of Florida community associations experienced
a policy cancellation or non-renewal in 2024.

70

W Board Members & Managers
B |nsurance Professionals

Percentage of Respondents (%)

<10% 11-25% 26-50% 51-75% 76-100% >100%
Premium Increase Range

Figure 7. Reported P&C Insurance Premium Increase Ranges By Respondent
Group, 20242025

Note: Grouped bar chart showing the percentage of respondents (y-axis) reporting
premium increase ranges (x-axis: <10%, 11-25%, 26-50%, 51-75%, 76—100%, >100%).
Blue bars denote Board Members & Managers and red bars denote Insurance
Professionals; percentage labels are printed above each bar. Data Sources: Premium
increase responses from Foundation for Community Association Research Snap Survey,
Insurance Coverage Trends in Community Associations (April 2025; n=509);
respondent-group classification from CAI/FCAR (2024).
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Figure 8. Insurance Product Coverage And Cancellation Or Nonrenewal Rates In
The Community Association Market

Note: Grouped bar chart showing percentages (y-axis) by insurance product (x-axis:
Property & Casualty, D&O, Fidelity & Crime, Wind, Flood, Earthquake, Hurricane,
Wildfire, Cybersecurity). Blue bars indicate Carry Policy (%) and red bars indicate Policy
Canceled/Non-renewed (%); the legend appears in the upper right. Data Sources:
Foundation for Community Association Research Snap Survey, Insurance Coverage
Trends in Community Associations (April 2025; n=509).

Figure 8 further reveals the structural nature of the crisis. Beyond basic Property &
Casualty coverage, policies specific to climate hazards, such as Wind, Wildfire, and
Hurricane, show extremely high non-renewal rates (red bars). This forces communities to
piece together layered coverage from multiple carriers or resort to the state’s insurer of
last resort, Citizens Property Insurance.

These figures reflect the reality of a mass exodus of insurers from the Florida market.
Over the past five years, major carriers including AAA, AIG, and Farmers have ceased
writing new community association property policies in the state (Insurance, 2025).
Insurers remaining in the market have adopted aggressive pricing strategies and strict
underwriting standards, making high deductibles and coverage exclusions the new norm.

The Jade Winds condominium community serves as a microcosm of this crisis. This large
Miami complex with over 900 units saw its property insurance bill skyrocket to $3.9
million for the 2022-2023 cycle, a nearly 300% year-over-year increase (Kallergis, 2023).
After its original carrier declined to renew and Citizens Property Insurance denied
coverage, the community was forced to adopt a layered insurance strategy, sharing the
risk among 11 different carriers instead of a single provider. Without expensive roof
repairs, premiums were projected to potentially surge further to $7 million.
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4.2 The Shockwave of Special Assessments

The convergence of Hurricane lan’s devastation on Florida’s southwest coast in 2022 and
the implementation of Senate Bill 4-D created an unprecedented “Assessment Shock.”
Hurricane Ian caused over $110 billion in direct property damage, ranking as the third-
costliest natural disaster in U.S. history. Many Florida associations were forced to
simultaneously confront new regulatory mandates for structural inspections and fully
funded reserves before they had even fully assessed or repaired damage from the
hurricane (Matat & Fischer, 2024).

Data from Figure 9 reveals the financial predicament of community associations
responding to this premium crisis. Analyzing financing strategies across 509
communities uncovers a troubling trend: liquidity exhaustion is forcing costs to be passed
directly and immediately to homeowners.

The survey shows that 31% of communities had to levy Special Assessments to cover
premium increases. This is financially disruptive, as special assessments typically require
owners to pay large lump sums within a short window (often 30 days). In Florida
communities with large populations of retirees on fixed incomes, an unplanned expense
of several thousand dollars is often the breaking point. Critically, this 31% represents
assessments solely for insurance premiums; when stacked with the mandatory structural
repair assessments required by SB 4-D, the cash flow pressure on owners grows
exponentially.

71% of communities opted for a Regular Assessment Increase. This signifies that
premium hikes are no longer treated as short-term fluctuations but have hardened into a
permanent increase in the cost of living. This entrenched inflation directly erodes housing
affordability, driving away potential buyers and triggering the price declines discussed in
the following section.

A highly dangerous signal is that 21% of communities were forced to tap into Reserve
Funds, and 50% used Operating Funds to pay premiums. Using reserves, funds intended
for long-term capital repairs like roof replacements, to cover annual recurring expenses
(insurance) is fiscally unsustainable. It directly leaves communities without necessary
funds for future physical repairs (e.g., post-hurricane), trapping them in a vicious cycle:
“Premium Hike -> Depleted Reserves -> Deferred Maintenance -> Increased Risk ->
Further Premium Hikes.”

Data on the far right of the chart is equally noteworthy: only 6% of communities were
able to secure a Bank Loan or Line of Credit to alleviate pressure. This indicates that
financial institutions remain cautious in their assessment of community association credit
risk, and the tightening of credit markets has limited access to a potential line of defense
for smoothing cash flow shocks.
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Figure 9. Community Financing Methods For Insurance Premium Increases

Note: Horizontal bar chart showing the percentage of communities using each funding
method (x-axis, %) with multiple responses allowed (n=509). Bars are color-coded by
method and annotated with the corresponding percentages: Regular Assessment Increase
(red, 71%), Operating Funds (blue, 50%), Special Assessment (orange, 31%), Reserve
Funds (purple, 21%), Contingency Funds (teal, 9%), and Bank Loan/Line of Credit (grey,
6%); category labels appear on the y-axis and the title indicates the multiple-response
design. Data Sources: Foundation for Community Association Research Snap Survey,
Insurance Coverage Trends in Community Associations (April 2025; n=509).

In coastal Florida, some special assessments have reached over $100,000 per unit. For
fixed-income retirees, a primary demographic of Florida community associations, this
constitutes an unbearable financial burden. News reports have documented cases of
owners in their 70s forced to sell condominiums they have lived in for decades due to an
inability to pay six-figure special assessments (NBC Miami, 2024).

Open-ended responses in the survey are filled with anxiety from managers and board
members: “Premium increases are destroying the community; eventually, the HOA won't
be able to raise enough funds to pay these prices,” and “Owners lack education and
interest; they blame the Board and management but seem unwilling to read letters,
emails, or attend meetings to understand what is happening” (Foundation for
Community Association Research Snap Survey, Insurance Coverage Trends in
Community Associations, April 2025).
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4.3 Transmission Effects to the Real Estate Market

The insurance crisis and assessment shock are having profound effects on Florida’s
condo market. Zillow data shows that while Florida’s Home Value Index (ZHVI) was
$ 377,066 in October 2025, still above the national average, Figure 10 visually captures a
dramatic shift in market sentiment.

Home Value Trends in High-Risk States (2015-2025)
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Figure 10. Home Value Trends In Selected High-Risk States, 2015-2025

Note: Multi-line monthly time-series chart with Month on the x-axis (2015-2025) and
Median Home Value (USD) on the y-axis. Six state series are shown with a legend at
upper left: Florida (blue), California (orange), Texas (green), New York (red), Arizona
(purple), and Colorado (brown). Two vertical dashed reference lines mark COVID-19
(2019.12) and Hurricane Ian (2022.09), with the corresponding text annotations placed
near the top of the plot. Data Sources: Zillow

Time-series analysis of Figure 10 reveals how climate events act as inflection points for
asset values. Between 2020 and September 2022, Florida (blue line) experienced the
steepest price appreciation curve in the nation, driven by post-pandemic migration.
However, the landfall of Hurricane Ian in September 2022 served as a clear demarcation
line. Since then, while home prices in other U.S. regions have gradually stabilized,
Florida’s growth curve has noticeably flattened, with prices in some high-risk counties
even declining.

This divergence is driven by a shift in micro-market mechanisms: buyers are no longer
looking just at the Sticker Price, but are calculating the Total Cost of Ownership. As
insurance costs and special assessments become transparent, these formerly “hidden costs”
are being forcibly priced into buyer valuation models, directly suppressing willingness to
pay. In coastal areas dense with high-rise condos, concerns over “uninsurable” buildings
have caused inventory to surge and days-on-market to extend significantly. For older

© Foundation for Community Association Research Page 18 foundation.caionline.org



condos that fail structural inspections or lack sufficient reserves, asset values face a risk
of “cliff-edge” depreciation, with some units even viewed as having negative equity.

For community associations, this real estate downturn threatens to trigger an
uncontainable vicious cycle: falling home prices erode owner equity, reducing the
willingness and ability of owners to pay high special assessments; this, in turn, increases
delinquency rates and foreclosure risks, driving up vacancy rates; ultimately, the
deteriorating financial health of the association further drags down property values,
forming a “Doom Loop” of declining prices and fiscal deterioration.

According to investigative reporting by the real estate industry publication The Real Deal,
market logic has fundamentally shifted: buyer due diligence has moved from traditional
amenities like views and interiors to financial health indicators. Brokers widely report
that “insurance status” and “reserve adequacy” have become decisive factors in closing
deals, with many buyers choosing to walk away from contracts upon discovering that a
community faces the risk of massive special assessments (Kallergis, 2023).

Part V: The ROI of Resilience

5.1 From Cost to Investment

Facing this severe risk environment, community association boards must achieve a
fundamental shift in mindset: moving from viewing maintenance and insurance as costs
to be minimized, to viewing resilience building as an investment to be optimized. The
core insight of this shift is that upfront resilience investment generates quantifiable
financial returns, including lower premiums, reduced post-disaster repair costs, increased
property values, and enhanced financing capacity.

Results from a survey of reserve study professionals support this view. 83% of
respondents identified aging infrastructure as the primary external factor influencing
reserve studies, 70% cited state and local regulatory changes (such as structural integrity
mandates), and 43% pointed to insurance requirements (FCAR, 2025). This indicates that
the external environment is forcing community associations to shift from reactive coping
to proactive planning. At the same time, the survey reveals major obstacles: 83% of
respondents reported that the biggest client resistance to recommended reserve
contributions is that the “amount is too high,” and 37% of clients are concerned about
future assessment increases (FCAR, 2025).

5.2 Hard Returns from Physical Hardening

Hardening physical infrastructure offers the most direct and quantifiable returns on
resilience investment. Taking roof hardening as an example: Alabama's FORTIFIED
certification program requires roofs to meet specific wind-resistance standards, including
enhanced roof deck attachments, sealed ridge vents, and reinforced roof edges. Research
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shows that FORTIFIED-certified roofs perform significantly better than traditional roofs
during hurricanes, reducing post-disaster insurance claims by approximately 50% (IBHS,
2023).

Florida's “My Safe Florida Home” program provides another success story. The program
offers homeowners grants of up to $10,000 for installing hurricane shutters, reinforcing
garage doors, and upgrading roofs (Florida DFS, 2024). Participating homeowners
receive premium discounts averaging 15% to 45%, depending on the improvements made.
For a community association unit with an annual premium of $5,000, this translates to
annual savings of $750 to $2,250. Considering that many hardening measures have a
lifespan of 15 to 20 years, cumulative savings can easily exceed the initial investment.

5.3 Soft Returns from Collective Action

Beyond the hard returns of physical hardening, community associations can achieve
difficult-to-quantify but equally important soft returns through collective action. The case
of Big Sky, Montana, demonstrates this potential. Big Sky is a large resort community
spanning two counties, containing over 100 independent HOAs. In 2020, these HOAs
joined forces to form the Big Sky Community Organization (BSCO) to collectively
address infrastructure challenges, wildfire risk, and public safety issues arising from rapid
growth (BSCO, 2020).

Through collective action, the HOAs in Big Sky achieved results difficult for individual
associations to accomplish alone: unified wildfire protection plans, shared emergency
response resources, a unified advocacy voice to county government, and stronger
negotiating power with insurers. While these outcomes are hard to measure in specific
dollar figures, they have reduced risks across the region and enhanced property values
and community appeal.

Colorado's wildfire hardening legislation provides another successful example of
collective action. After the 2022 Marshall Fire destroyed over 1,000 structures in Boulder
County, the Colorado General Assembly rapidly passed a series of bills strengthening
wildfire resilience, including requiring fire-resistant materials for new construction in
high-risk zones, providing tax incentives for retrofitting existing buildings, and
establishing a statewide wildfire risk assessment and disclosure system (Colorado
General Assembly, 2022).

Part VI: Recommendations

6.1 For Community Association Boards and Managers

Audit True Risk. Community association boards should look beyond traditional FEMA
flood maps and adopt the normalized risk metrics proposed in this study to assess their
true risk exposure. Specifically, boards should obtain EAL data for their state and county
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(FEMA, 2023) and divide it by the number of units in the community to derive a
comparative Expected Annual Loss indicator per unit. While this metric encompasses all
property types in the area and is not a direct loss estimate for the association, it provides a
useful benchmark for comparing relative risk exposure. This figure should be compared
against current insurance coverage and reserve levels to assess potential coverage gaps.

Fund for the Future. Reserves should be viewed as a survival fund, not a savings
account. Surveys show that while 88% of surveyed community associations report having
a reserve study (FCAR, 2024), there is a significant gap between having a report and
following its recommendations. Align reserve contributions with the recommendations of
current reserve studies and applicable state requirements, with the goal of maintaining
reserves at levels sufficient to fund predictable repair, replacement, and resilience-related
obligations. (FCAR, 2023). As buildings age, both structural integrity and facade
inspections should be performed as described within the CAI Public Policy paper on
Condominium Safety, with the results incorporated into the association's reserve study.

Proactively Manage Insurance Relationships. Given the volatility of the insurance
market, community associations should not wait until renewal to begin insurance
planning. Boards should communicate with insurance brokers at least 90 days before
policy expiration to understand market dynamics and potential underwriting restrictions.
Simultaneously, the feasibility of increasing deductibles in exchange for lower premiums
should be evaluated, ensuring owners understand their personal liability in high-
deductible scenarios. For communities in high-risk areas, portfolio insurance strategies
should be considered, including a combination of master policies, difference-in-
conditions (DIC) coverage, and catastrophic loss insurance.

6.2 For Policymakers

Incentivize Resilience Investment. Policymakers should recognize that upfront
resilience subsidies are more cost-effective than post-disaster aid. Specific
recommendations include: providing tax credits or grants for building hardening projects
that meet FORTIFIED or similar standards (IBHS, 2023); linking resilience investments
to property tax assessments so owners investing in hardening enjoy tax benefits; and
establishing state-level resilience investment funds to provide low-interest loans to low-
income community associations. Florida's “My Safe Florida Home” program offers a
successful policy template, but its funding scale falls far short of demand and should be
significantly expanded (Florida DFS, 2024).

Mandate Risk Disclosure. Currently, many states lack uniform disclosure requirements
for community association financial health and disaster risk history. Policymakers should
require the disclosure of the following information in community association real estate
transactions: the community's flood, hurricane, or wildfire risk rating; insurance claim
history for the past ten years; adequacy of current reserve funding; and any known or
upcoming special assessments. Such mandatory disclosure will help buyers make
informed decisions and incentivize community associations to proactively improve their
risk profile (NIST, 2021).
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Harmonize Regulatory Frameworks. Community associations currently face regulatory
requirements from multiple levels, state laws, local ordinances, the National Flood
Insurance Program, and Fannie Mae/Freddie Mac lending standards (Fannie Mae, 2021;
Fannie Mae, 2026), which sometimes overlap or conflict. Policymakers should strive to
harmonize these regulatory frameworks, establish uniform financial health standards for
community associations, and simplify compliance processes. In particular, the federal
level should consider establishing a national minimum reserve standard for community
associations, similar to bank capital adequacy requirements.

Part VII: Conclusion

This study reveals the scale and urgency of the financial survival challenges facing U.S.
community associations in the era of climate change. Through an innovative risk
normalization methodology, we found that risk distribution is far more widespread and
uneven than traditionally understood: “atypical” high-risk states like Nevada, New Jersey,
and Oregon actually bear higher per-association risk than “typical” high-risk states like
Florida. This finding has significant implications for both national policy design and local
risk management.

The systemic contraction of the insurance market, with 93% of communities experiencing
premium increases and 47% facing policy cancellations, is transforming climate risk from
a physical threat into a financial crisis (Foundation for Community Association Research,
2025). The case of Florida demonstrates that this transformation can be rapid and severe;
the Jade Winds community saw premiums soar nearly 300% in a short period (Kallergis,
2023), leading directly to exponential growth in financial pressure. Without systemic
intervention, this crisis threatens to spread from Florida to other high-risk regions.

However, this study also presents a viable path toward resilience. Physical hardening
investments can generate premium savings of 15% to 45% (Florida DFS, 2024), and
collective action can significantly enhance a community's risk management capabilities
and policy influence (BSCO, 2020). The key lies in shifting from a reactive mindset of
cost minimization to a proactive mindset of resilience investment. Reserve funds should
not be viewed as dormant capital, but as a strategic buffer against systemic risk.

For the 78.1 million Americans living in community associations nationwide, according
to FCAR’s 2025 Statistical Review, the findings of this study serve as both a warning and
a guide. Climate risk will not disappear, but through scientific risk quantification,
forward-looking financial planning, and coordinated collective action, community
associations can transition from fragility to resilience. The time to act is now.
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