
CAM Cos ts &  O pera ting E x pens es During L ea s e Negotia ti ons
Be fo re yo u si g n a l e a se fo r a n y sp a ce i n a b u i l d i n g , yo u sh o u ld k n ow a l l o f th e co sts th a t m a k e u p th e

C AM co sts a n d o p e ra ti n g e xp e n se s (OPEX) fo r th a t b u i l d in g — a n d h o w m u ch o f th o se yo u co sts yo u

wi l l b e re sp o n si b le fo r?

Yo u ca n a vo i d g e tti n g a n u n p l ea sa n t su rp rise wh e n yo u re ce i ve th e C AM a n d OPEX re n t b i l l b y 

a d d re ssi n g th e se i te m s d u ri n g n e g o ti a ti o n s to n a i l d o wn th e se co sts.  Bu t b e p re p a re d to a sk fo r a 

d i scl o su re o f C AM co sts a n d o p e ra ti n g e xp e n se s !

I f yo u e xp e ct th e o wn e r to vo l u n ta ri l y d i scl o se to yo u a l l o f th o se co sts, yo u wi l l  b e d i sa p p o i n te d. Wi th M a zir ow C om m e r c ia l, Inc ., we 

wi l l  o b ta i n th e k e y d o cu m en ts a n d ask the k e y q u e sti o n s .

Ther e  ar e s ev er al key  doc uments  

r elating  to of f ic e building  CA M  c os ts and

other  oper ating  ex pens es  that  c an s how 

y ou  w hether additional  r ent w ill end  up

w r eaking hav oc  on  y our c as h f low  w hen it’s

too late—after  you’ ve  s i gned a l eas e. If  y ou 

as k the  ow ner w hy it didn’t  dis c los e thos e 

c os ts to y ou w hen y ou negotiated  the  

leas e,  the ow ner may  s imply  r es pond: 

“ Bec aus e  y ou didn’t  as k about  them.”

M a z i ro w C o m m er ci a l , In c. w ill obtain  and

r ev iew  the f ollow ing f iv e ty pes of key 

doc uments  bef or e y ou pr oc eed  w ith leas e 

negotiations :

Do cu m en t #1:  Ex pens e  s c hedule. 

Ex pens e  s c hedules  ty pic ally  br eak 

dow n the  ex pens es  by c ategor y —s uc h 

as c leaning  c os ts , ener gy , and 

ins ur anc e.  A n ow ner  gener ally  

pr epar es  an ex pens e  s c hedule  

annually  and then  s ends  it to tenants 

af ter  the  end of eac h f is c al y ear . Y ou 

s hould  r eques t  ex pens e  s c hedules 

c ov er ing the pas t  s ev er al y ear s . They

w ill help  y ou deter mine  w hat—and how

muc h—w as  c har ged.  Sinc e  ther e  ar e 

w ell- es tablis hed nor ms  f or eac h 

c ategor y  of ex pens es ,  an ex pens e

s c hedule  is  a good  indic ator  of w hether

the building  is  being  managed  pr oper ly .  

If  y ou ar e dealing  w ith a new  building, 

r ev iew  a budget  of its  pr ojec ted  CA M  

c os ts  and  oper ating  ex pens es ,  inc luding

r eal  es tate tax es .

Do cu m en t #2:  His tor ic al  oper ating

ex pens e/CA M  c os t data.  Rev iew  the 

his tor ic al  amounts  f or CA M  c os ts and 

oper ating  ex pens es ,  inc luding  r eal es tate

tax es .   Rev iew  the his tor ic al  data  f or the 

pas t thr ee  to f iv e y ear s  to es timate  w hat 

y our  annual  inc r eas es  might  be.  Be 

aw ar e that many  ow ner s w ill r es is t giv ing 

y ou their  his tor ic al  data unles s  y ou hav e 

lots  of negotiating  pow er ; With  M a z ir o w 

Co m m er ci a l In c. , y ou w ill!

If  y ou ex pec t  to pay  a s har e of c apital 

impr ov ements ,  f ind out w hen the 

impr ov ements  w ill need to be  r eplac ed. If 

the impr ov ements  w ill need r eplac ement 

s oon, y ou w on’t s ee their  c os t  in the 

his tor ic al  data  that y ou r ev iew . But y ou’ll 

need  to keep  in mind  that they  c ould  c aus e

big  inc r eas es  in y our  s har e of c os ts .

Do cu m en t #3:  A c c ounting of bas e

y ear  ex pens es . If  y ou ar e negotiating 

a bas e y ear  leas e  w ith an ow ner , as k

to s ee and r ev iew  an ac c ounting  of 

the bas e  y ear ’s CA M   c os ts  and

oper ating  ex pens es .  For  a new

building,  r ev iew  a budget  f or the bas e 

y ear . Be  aw ar e that w ith a bas e y ear 

leas e,  y ou ar e  r es pons ible  f or any 

inc r eas es  abov e the  bas e y ear ’s  CA M 

c os ts and oper ating  ex pens es .  So if the

bas e y ear ’s  CA M  c os ts and  oper ating 

ex pens es  ar e s et too  low , y ou’ll  hav e to 

pay  a s har e of v er y  lar ge inc r eas es . 

Do cu m en t #4:  Utility  and  tax bills .  A  

f iv e- y ear  his tor y  of  utility  c os ts and  r eal 

es tate  tax es  w ill as s is t in  deter mining 

ex pec ted  c os ts  going  f or w ar d. Reques t

inf or mation  on  any  tax  abatements  or 

r educ tions  that  hav e oc c ur r ed  or  ar e 

planned.

Do cu m en t  #5:  Ins ur anc e  c ov er age . 

Rev iew  the  dec lar ations  page  of  the 

ow ner ’s ins ur anc e  polic ies  on the 

building.  Y ou  w ant to  make  s ur e   that  

y ou ar e   not  r equir ed  to pay  f or any 

ins ur anc e  c ov er age  the  ow ner alr eady 

has .  A nd if  y ou w ill be  r equir ed  to pay  a

s har e   of the  ow ne r ’s ins ur anc e 

deduc tible,  y ou  w ill w ant an 

under s tanding  of  the  amount  of the

deduc tible.
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8  K e y  Q u e s t i o n s

To l e a rn a s m u ch a s p o ssi b l e a b o ut th e b u i l d i n g’s C AM co sts 
a n d o p e ra ti n g e xp e n se s (OPEX),  M a zir ow C om m e r c ia l, Inc .  wi l l a sk 
th e se fo l l o wi n g q u e sti o n s.

Q u est i o n #1:  How  b i g i s  the  s pac e? Find  out the  s quar e f ootage of the  s pac e that  y ou ar e  c ons ider ing  r enting  and  the 

method  of  meas ur ement .  That  s quar e f ootage f igur e is  ex tr emely  impor tant  bec aus e  y our  r ent and pr o r ata  s har e of CA M 

c os ts and  oper ating  ex pens es ,  inc luding  any  r eal  es tate  tax es ,   ar e c alc ulated  on  it. Find  out w hic h meas ur ement  s tandar d 

the ow ner us ed to deter mine  the s quar e  f ootage  of y our s pac e.  The  ow ner s hould hav e us ed a meas ur ement  s tandar d 

that’s  r ec ogniz ed  in the  indus tr y —  s uc h as the  s tandar d s et by  the Building  Ow ner s and Manager s  A s s oc iation ( BOMA ) 

Inter national.

Q u est i o n #2:  Capital  impr ov ement  pr ojec ts . Whic h   c apital  impr ov ement  pr ojec ts  ar e under w ay or planned?  If  ther e  ar e  

c apital  impr ov ement  pr ojec ts  in pr ogr es s  or  planned,  y ou may  be r es pons ible  f or pay ing  a s har e of their  c os t. Thes e  

pr ojec ts  c an be ex pens iv e  - deter mine  thos e  c os ts bef or e  c ommitting  to a leas e.

Q u est i o n #3:  Ener gy  and  elec tr ic ity . Hav e any  ener gy  c ons er v ation  meas ur es  been  implemente d  at the  building/c enter ?

Ener gy  c ons er v ation  meas ur es  ty pic ally  r es ult in  c os t s av ings  f or y ou and  the ow ner .

Q u est i o n  #4:  Tax  as s es s ments . Is  the  ow ner inv olv ed  in any  ongoing  tax  appeals  f or the  building,  or  has  it  r ec ently  w on a tax

appeal?  A n ow ner might  not  other w is e dis c los e this  inf or mation  to y ou,  but a  s uc c es s f ul tax appeal  c ould  low er y our tax  bill.

Q u est i o n #5:  Gr os s - up c laus e. Will  the leas e   hav e a gr os s - up c laus e? A s a building’s  oc c upanc y  r ate r is es  or  f alls ,   c er tain  oper ating 

ex pens es  w ill r is e  and f all als o. Thes e   “ oc c upanc y - dependent”  oper ating  ex pens es  w ill inc lude  s uc h c os ts as elec tr ic ity ,  gar bage  r emov al,

and  HV A C. The  f luc tuations  c an lead  to big  s w ings in the  total  oper ating  ex pens es , w hic h ar e  the  s um of the  oc c upanc y - dependent 

oper ating  ex pens es  and  non -  oc c upanc y - dependent  oper ating.  “ Gr os s ing  up”  pr ev ent s  thes e  big  v ar iations

Q u est i o n #6:  Pr oper ty  management.  Y ou s hould  f ind out  how  muc h  the  management  f ee is .  Ev aluate  the  management  f ee,

together  w ith the  pay r oll  c os ts , to  deter mine  w hether  they  ar e w ithin mar ket - lev el  nor ms

Q u est i o n  #7:  Employ ees  and  c ontr ac tor s .  How  lar ge  is  the  ow ner ’s s taf f  and  w hat do  they  do?  Bec aus e  CA M  c os ts  and 

oper ating  ex pens es  ty pic ally  inc lude  s taf f s alar ies  and  w ages , f ind out  the  number  of  adminis tr ativ e  s taf f on  the  

building’s  pay r oll  and  w hat eac h  s taf f member  does .

Q u est i o n  #8:  A bov e- s tandar d  s er v ic es .  What  does  the  ow ner c har ge f or  abov e - s tandar d  s er v ic es ? If  the  ow ner pr ov ides 

abov e- s tandar d  s er v ic es —s uc h  as  f r eight  elev ator  us age,  ex c es s janitor ial  s er v ic es , additional  utilities ,  and  ov er time 

HV A C—  f ind out  its  mar kup  f or thes e  s er v ic es  and  how  of te n they ’ll  inc r eas e.

M a z i ro w C o m m er ci a l , In c. wi l l n eg o t i a t e h ea vi l y t o a d d r ess a l l o f t h ese  i ssu es,  r esea r ch i n g  a l l  l a n d lo rd d o cu m en t s, 

p r o vi d i n g p r o t ect i o n i n yo u r  l ea se t o  m i n i m i z e CA M   a n d o p er a t in g exp en se  p a ss- t h r o u g h s  a n d  i n su r e t h e  l ea se 

r ef l ect s cu r r en t  m a r k et st a n d a r d s o n  t h ese  i t em s. .

M a z i ro w Co mme rcial is a n   A d v o ca te  fo r yo u the T e na nt a nd ne v e r repre s e nts L a nd lo rd s  - no  co nflict o f 
intere s t that  is inhe re nt in the s ta nd a rd b ro ke ra g e mo d e l.

Ou r di f f erence i s your ad va n tage . 
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