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Definitions
• Common Area Maintenance (CAM)

• Operating Expenses

• Standard Operating Costs

• Direct Expenses

• Pass-through

• Recoverable vs. Non-Recoverable

• Allocable vs. Non-Allocable
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Common Areas 
Retail

• Parking areas

• Driveways

• Entrances and exits

• Landscaped areas

• Sidewalks

• Retaining walls

• Trash enclosures

• Open patios

• Roofs



Common Areas 
Industrial (in addition)



Common Areas 
Office (in addition)

• Lobbies
• Hallways
• Elevator
• Bathrooms
• Plumbing
• HVAC systems – cooling tower
• Fire sprinkler systems



Q&A
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Methods of Calculation
Retail

Straight prorata share

CAM Pool

Ground Lease

• Lessee’s acreage / total center acreage

• Tenant sf / expense pool sf

• Tenant sf / total center sf



Methods of Calculation
Industrial

• Straight prorata share 
(tenant sf / total center sf)



Methods of Calculation
Office

• Total sq ft of common hallways, 
bathrooms, elevator, electric room, 
janitorial closet, etc. is measured

• Useable sq ft is grossed up to 
accommodate the common hallways, 
bathrooms, elevator, electric room, 
janitorial closet, etc.)

Rentable vs. Useable Square Feet



Methods of Calculation
Office

• Prorata share (tenant useable sf / total building sf)



Q&A
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Straight Prorata Share







Determining Retail CAM Pools
Shopping Center Site Plan



Determining Retail CAM Pools



Determining Retail CAM Pools

• Prorata Share for CAM Pools

• Assigned to tenants based on the 
pools that apply to them



Total Tenant sf / Pool sf – Tenant Example





Determining Retail CAM Pools

• Tenant lease is prorata share “specific”
• Method of calculation for grossing up the 

expenses



Q&A
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95% OccupancyThis provision in leases allows the landlord 
to stabilize its income stream even when the 
building is less than 100% occupied.



95% Occupancy









Base Year Expense
• Usually Office and Industrial Leases 

This provision assumes that the Base Rent 
in the 1st year of the lease covers the 
operating expenses for the tenant

The subsequent years are billed to the tenant as 
their prorata share of the increase in expenses, 
due to either inflation or their occupancy



Sample of Annual



Sample Individual Tenant



Q&A
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CAM Caps

• Retail and Office leases
• Purpose is to keep those expenses that are controllable in line 

and keep a landlord from “running wild” spending $$



Tenant Example



Reconciliation Deadline

• 60, 90, 120 days after year-end
• Is there an “outside” deadline that it 

has to be billed or the tenant is 
NOT required to pay?

• Late billings
• Bad news
• Good news



Q&A



Conclusion

• Understand the “big” picture before zooming in
• Make sure you understand the methods before 

attempting to explain it to someone else
• Know your spreadsheets and understand the 

formulas
• Manually spot check spreadsheet formula 

calculations with a calculator
• Accept that now you will be the resident expert!



Contact

• Colleen Nemeth, CPM®, CSM
Director of Real Estate

• Spectrum Property Management

Tel: (858) 737-1808

Email: cnemeth@spectrummgt.com



Thank You 

@InstituteofRealEstateManagement

@IREM_info

@IREMinfo

@Institute-of-Real-Estate-Management
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