An article from Tampa Commercial Real Estate. Our name says it. Tampa Commercial Real Estate is what we do.
As real estate brokers in the greater Tampa Bay area, we are pleased to provide our clients with information so that
they can stay current with the market and make informed decisions.

A Tenant's Guide to CAM Charges:
How to Avoid Hidden Costs in Your Commercial Lease

Signing a commercial lease is a significant milestone for any business. You have found the ideal location
and negotiated a base rent that fits your budget. However, in a triple net (NNN) lease, that base rent is
merely the starting point. The most substantial threat to your financial planning often lies in a complex and
frequently misunderstood category of expenses: Common Area Maintenance (CAM).

Many business owners face a jarring surprise at the end of the year in the form of a large bill for their share
of the property's operating costs. This is not an error; it is the result of CAM reconciliation, and it can
severely impact a business that is not adequately prepared. This guide will demystify CAM charges,
explaining what they are, how they can escalate, and, most importantly, how you can protect your business
from these unpredictable costs.

What Are CAM Charges in a Triple Net (NNN) Lease?

In a triple net (NNN) lease, the tenant agrees to pay their proportionate share of the building's three
primary operating expenses: Property Taxes, Property Insurance, and Common Area Maintenance. Your
proportionate share is calculated based on the percentage of the building's total square footage that you
occupy. For instance, if you lease 10% of the building, you are responsible for 10% of the total CAM bill.

CAM is a broad category that encompasses all the costs associated with operating and maintaining the
property. While property taxes and insurance are significant components, the list of potential charges is
extensive.

What's Included in CAM? A Breakdown of Common Costs
Understanding what is typically included versus what is negotiable is the first step in defending your
budget. Below is a breakdown of common CAM charges.
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Typically Included in CAM

Negotiable & Often Excluded from CAM

Property Taxes & Property Insurance

Major Capital Improvements (e.g., New
Roof, HVAC System)

Common Area Utilities (water, electricity)

Landlord’s Corporate Overhead &
Administrative Salaries

Landscaping & Parking Lot Maintenance
(sweeping, snow removal)

Marketing, Advertising, and Leasing
Commissions

Janitorial Services for Common Areas

Costs to Remediate Pre-Existing Code
Violations

Security Services and Personnel

Interest Payments on the Landlord’s
Mortgage or Loans

Property Management & Administrative
Fees

Expenses related to a specific tenant

The CAM Reconciliation Trap: Why Your Budget Is at Risk

This is where many tenants encounter financial difficulties. At the beginning of the year, the landlord
provides an estimate of the annual CAM costs, which you pay in monthly installments. However, at the end
of the year, the landlord calculates the *actual® costs incurred. If the actual costs exceed the estimates—
which they often do—you will receive a bill for the difference.

This is the CAM reconciliation surprise. Several factors can contribute to this discrepancy:
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e **Insurance Shocks:** In markets like Florida, insurance premiums can increase by 30-50% in a single

year.

o **Tax Hikes:** Local governments may raise property tax rates unexpectedly.

e **Surprise Maintenance:** A major, unbudgeted repair, such as a significant plumbing issue or storm

damage, can cause costs to soar.

While your landlord is not intentionally misleading you, the financial burden of this uncertainty falls

directly on you, the tenant.

The Florida Property Tax Time Bomb: A Critical Warning

For commercial tenants in Florida, a unique and substantial risk can dramatically increase occupancy costs:
property tax reassessment upon the sale of the building.

Here is the trap: A landlord may have owned the building for many years, benefiting from a low, capped
property tax assessment. However, the moment the building is sold, the county has the right to reassess it
at its full, current market value. This sale can trigger a new assessment that easily doubles or triples the

property tax bill.

In a NNN lease, this massive tax increase is passed directly to you, the tenant, as

part of the CAM charges.
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Imagine you sign a lease, and in the second year, the building is sold. The new owner's property taxes are
$100,000 higher than the previous year. That $100,000 is now added to the CAM bill, and you must pay
your proportionate share. Your total rent could jump 20% or more overnight, with no protection from your
lease. [Internal Link: Learn more about Florida's property tax reassessment trap here.]

How to Protect Your Business: Key CAM Negotiation Strategies

Your most effective defense is a proactive offense during lease negotiations. Before signing, you have the
leverage to limit your exposure to unpredictable CAM charges.

Step 1: Conduct Thorough Due Diligence

e **Get the History:** Demand detailed CAM reconciliation statements from the last 3-5 years. Do not
accept a simple summary.

e **Spot the Trends:** Are insurance costs consistently rising? Are maintenance expenses frequently
underestimated? Historical data is the best predictor of future costs.

o **Ask the Critical Question:** Directly inquire if the landlord has any plans to sell the building during
your proposed lease term.

Step 2: Negotiate These Protections into Your Lease

1. Cap Controllable Expenses: While the landlord cannot control taxes or insurance, they can manage
other costs. Negotiate a cap that limits the annual increase of controllable CAM expenses to a reasonable
percentage, such as 3-5%.

2. Define Your Exclusions: Your lease must contain a crystal-clear list of items that are *not* included in
CAM. This prevents the landlord from using CAM as a catch-all fund. Insist on excluding major capital
improvements, the landlord's corporate overhead, and marketing costs.

3. Demand Audit Rights: You must have the right to audit the landlord's CAM records. A standard clause
should require the landlord to cover the cost of your audit if a discrepancy of more than 3-5% is
discovered. [Internal Link: Contact us for help with lease negotiation and review.]

Take Control of Your Lease and Your Budget

In a triple net lease, the base rent is only the beginning of your financial commitment. CAM charges
represent a significant, variable, and potentially damaging cost if not managed carefully. By understanding
the reconciliation process, being aware of the inherent risks—especially the property tax trap in states like
Florida—and negotiating strong protections, you can transform a source of financial uncertainty into a
predictable business expense.

Do not sign a lease with your eyes closed. Arm yourself with the knowledge and confidence to protect your
bottom line.

Real estate brokers are not legally allowed to write leases in Florida. However, real estate brokers have
seen a lot. Using an experienced real estate broker to help the tenant negotiate and prepare the Letter of
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Intent can add tremendous value to a prospective tenant. For a high-value lease, we strongly recommend
that the tenant retain a real estate attorney to flush out the landmines in a landlord's lease template.
[Internal Link: Contact us for help with lease negotiation and review."}
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