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THE TENANT-FIRST CAM AUDIT CHECKLIST

Retail & Office Commercial Leases
Identify avoidable CAM exposure before audit windows close.

Tenant-side reviews frequently identify material discrepancies, often ranging between
$5,000-$50,000 annually, depending on square footage and lease structure.

EXECUTIVE OVERVIEW

Why CAM Review Matters

Common Area Maintenance (CAM) charges are a routine component of most retail and
office commercial leases. While CAM reconciliations are typically issued annually, they are
often accepted without detailed review due to time constraints, limited transparency, or
unclear lease language.

CAM charges are one of the largest recurring operating costs in commercial leases — and
among the least scrutinized.

What appears routine can become structural exposure.

Unchecked CAM discrepancies rarely resolve themselves. They compound.

INDUSTRY CONTEXT & WHY CAM AUDITS
ARE INCREASING

Over the past five years, CAM reconciliation disputes have increased across retail, office,
and mixed-use properties.

This shift is not accidental.
It reflects structural changes in commercial real estate operating economics.

Understanding these forces explains why tenant-side CAM audits are no longer optional —
they are strategic financial risk management.
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1. Rising Insurance Premiums

Commercial property insurance premiums have increased materially due to:

e Catastrophic weather events

¢ Carrier consolidation

e Litigation trends

* Reinsurance tightening

* Increased replacement cost valuations

Insurance costs are typically passed through to tenants in NNN and CAM structures.
Even when increases are market-driven, tenants often fail to verify:

¢ Allocation methodology

e Multi-property portfolio cost splitting

¢ Inclusion of non-recoverable endorsements

e Separation of landlord-only coverage

Insurance volatility alone has materially increased CAM variability.

2. Post-COVID Vacancy & Occupancy Shifts

Vacancy fluctuations materially affect CAM allocations.
When occupancy declines:

* Gross-up provisions may inflate allocations

* Fixed costs are spread among fewer tenants

* Expense pools may shift

¢ Anchors carve-outs may distort pro-rata shares

Vacancy dynamics can increase tenant burden without total cost increases.

3. Increased Operating Volatility

Operating expenses are less predictable due to:

e Labor shortages

¢ VVendor repricing

* Supply chain disruptions
e Utility volatility

e Contract renegotiations
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Volatility increases:

* Year-over-year swings

* Expense reclassification

e Larger admin fee bases

Complexity increases the probability of misapplication.

4. Inflation Impact on Controllable Expenses

Inflation has disproportionately impacted:

* Landscaping

* Snow removal

e Security

e Janitorial

e Maintenance contracts

Many leases cap controllable CAM at 3-5%.
However:

e Caps may exclude categories

e Compounding may be misunderstood

* Expenses may be reclassified to avoid caps
A 4% misapplied cap over multiple years materially increases exposure.

5. Increase in Reconciliation Disputes

Industry professionals report increased tenant scrutiny due to:

* Margin pressure
* Legal awareness
e Capital misclassification concerns
* Growth in professional CAM audits

The environment has shifted from passive acceptance to active review.

Structured review is financial risk management.
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THE STRUCTURED REVIEW MODEL

CAM reconciliations combine contract interpretation, accounting, and allocation
mathematics.

A structured review follows five steps:

LEASE LANGUAGE
N

EXPENSE CLASSIFICATION
N

ALLOCATION METHOD
N

VARIANCE REVIEW
N

AUDIT NOTICE

Step 1 — Lease Language

The lease defines:

* Recoverable categories
* Exclusions

e Caps

e Capital treatment

e Amortization rules

* Gross-up provisions

CAM recoverability is governed by contract — not standard practice.

Step 2 — Expense Classification

Common issues:

e Capital labeled as maintenance

e Admin layered onto excluded costs

* Embedded management fees

¢ Insurance misclassification

e Structural repairs coded as operating

Misclassification is a primary driver of overcharges.
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Step 3 — Allocation Method

Key risks:

* Incorrect square footage
* Improper gross-ups

¢ Vacancy misallocation

¢ Anchors carve-outs

* Improper pooling

A 1-2% allocation error impacts every category.

Step 4 — Variance Review

Review:

e Total CAM increase
e Category spikes

* \Vendor changes

¢ New line items

¢ Reclassification

Variance testing converts static reconciliation into trend analysis.

Step 5 — Audit Notice

Most leases contain:

¢ 30/60/90-day windows
¢ Formal notice requirements
¢ Delivery specifications

If the window expires:
* Charges may be deemed accepted
¢ Dispute leverage may be lost

e Structural errors may persist

Audit rights are leverage controls.
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HOW CAM EXPOSURE DEVELOPS OVER
TIME

CAM errors rarely appear dramatic in a single year.
Exposure compounds through:

e Small percentage miscalculations

e Improper classifications

¢ Gradual controllable increases

¢ Admin inflation

* Occupancy adjustments

A $9,500 overcharge today can become $47,500+ over five years.

Unchecked CAM exposure is compounding liability.

HOW TO USE THIS CHECKLIST

Three-Step Practical Process

1. Review lease language
2. Review reconciliation statement
3. Compare against audit checklist

Recommended documents:
¢ Lease (including amendments)

¢ CAM reconciliation
* Supporting expense detail

WHAT THIS CHECKLIST DOES NOT DO

This checklist:

* Does not replace legal advice

* Does not guarantee recovery

¢ Does not assume landlord error

* Does not substitute formal audit procedure
* Does not evaluate tax implications
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What It Does Provide

e Structured methodology

¢ Risk identification framework

e Contract-to-reconciliation comparison
e Early leverage preservation

Structured review creates clarity.

Clarity preserves leverage.

TYPES OF CAM STRUCTURES

Gross-Up Provisions

Improper gross-ups inflate allocations during vacancy.

Controllable vs. Uncontrollable

Misclassification may bypass caps.

Expense Pools

Improper pooling distorts allocations.

Structure must be understood before numbers are evaluated.

SECTION 1: ADMINISTRATIVE &
MANAGEMENT FEES

1 Fee cap defined

1 Applied only to allowable categories
1 Separate from management fees

1 Applied to net recoverable base

Even a 3% overapplication on $400,000 CAM creates material overcharge.

Small percentages matter. The base matters more.
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SECTION 2: CAPITAL IMPROVEMENTS

1 Capital properly classified

[ Structural repairs excluded

L1 HVAC amortized correctly

1 Leasing commissions excluded
[J Overhead removed

Review:

e Useful life

¢ Interest assumptions

* Lease term alighment

* Expense-reduction justification

Improper amortization is commonly misunderstood.

SECTION 3: PRO RATA SHARE

I Tenant square footage verified
[ Building total verified

1 Vacancy handled per lease

1 Pool boundaries defined

1 Anchor carve-outs reviewed

A 2% error compounds significantly.

Allocation errors affect every expense category.
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SECTION 4: EXPENSE CATEGORY REVIEW

Core Expense Category Review

O Insurance verified

[J Taxes confirmed

] Utilities reviewed

[JVendor contracts evaluated

1 Landscaping/snow spikes reviewed

Trend analysis reveals anomalies.
Risk Insight

Small classification shifts between expense categories can materially impact recoverability
— particularly when lease caps apply only to specific categories.

A misclassified expense may not appear dramatic in isolation, but repeated annually, it
compounds.

ﬁxample: Insurance Allocation Drift \

A multi-tenant office building carried a master insurance policy covering three
properties.

The reconciliation allocated the full premium to one property without adjusting for
portfolio structure.

Result:

Tenants absorbed 18% higher insurance recovery than lease-defined allocation
permitted.

\_ /
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Year-Over-Year Pattern Review

Expense spikes are often more revealing than static totals.
Review:

L Increases exceeding 10% year-over-year
[1Vendor changes without explanation

[ Reclassification of line items

1 New expense categories introduced mid-year

Risk Insight
Large jumps are not automatically improper.
However, unexplained variance is rarely random.

When costs rise materially, documentation should support the increase.

Gxample: Landscaping Contract Escalation \
Year 1 Landscaping: $42,000
Year 2 Landscaping: $59,000

Increase: 40%

Qo change in scope, no vendor switch. /
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SECTION 5: YEAR-OVER-YEAR VARIANCE
TESTING

Variance Testing Checklist

1 Compare total CAM year over year
1 Compare category-level increases
1 Identify expense spikes >10%

1 Evaluate service vendor changes
[ Identify reclassified expenses

Risk Insight

Variance testing identifies anomalies that single-year reviews cannot.
CAM exposure frequently hides inside:

¢ Gradual multi-year escalation

* Expense pool shifts

e Small recurring misapplications

Longitudinal analysis reveals pattern risk.

Gxample: Pro Rata Allocation Drift \

Tenant originally allocated 7.2% share.

Two years later allocation increased to 8.6%.

No square footage change.

Building vacancy increased — gross-up provision applied incorrectly.
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SECTION 6: AUDIT WINDOWS & TIMING

Audit Deadline Checklist

I Audit window defined (30 / 60/ 90 days)
1 Notice requirements confirmed

[ Certified mail provisions reviewed

I Historical trend comparison completed

Risk Insight

Audit windows are leverage mechanisms — not administrative details.
If notice requirements are not followed precisely:

¢ Dispute rights may be waived

* Charges may become deemed accepted
* Recurring structural errors may persist

G(ample: Missed 60-Day Window
Tenant identified $14,200 in disputed capital charges.
Audit clause required written notice within 60 days of reconciliation delivery.
Notice sent on Day 68.

Result:

@arges deemed accepted under lease language.
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FINANCIAL EXPOSURE FRAMEWORK

Quantifying the Real Cost of CAM Errors

e CAM overcharges are rarely dramatic in isolation.
e They are financially significant because they recur.
e Even small structural errors compound over time.

Because CAM charges reset annually, even modest misapplications create recurring
financial exposure

Typical Exposure Ranges

Across retail and office properties, tenant-side reviews frequently identify:

¢ $0.50 — $3.00 per square foot in annual discrepancies
¢ $5,000 — $50,000+ in annual exposure for small-to-mid-size tenants
¢ Higher multi-year exposure in multi-location portfolios

These discrepancies often result from allocation drift, misclassification, administrative
layering, cap misapplication, square footage, or lease structure complexity.

Risk Insight

— The financial impact of CAM errors is not defined by percentage — it is defined by
duration.
— Recurring structural misapplications compound silently across lease terms.

EXAMPLE EXPOSURE MODEL

Tenant Profile
10,000 square feet
$1.25 per square foot discrepancy

Annual Exposure:
$12,500

Five-Year Exposure:
$62,500

No escalation assumed.
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Compounding Impact Example (If CAM increases 3% annually (very common), then:

Year 1: $12,500
Year 2: $12,875
Year 3: $13,261
Year 4: $13,659
Year 5: $14,069
Five-Year Total: $66,364

Most tenants evaluate reconciliation in isolation.

Financial exposure should be evaluated longitudinally.

ESCALATION SENSITIVITY MODEL

Errors compound more aggressively when annual escalations apply.

G(ample:

* 15,000 SF tenant
« $0.75 per SF discrepancy
* 5% annual escalation

Year 1: $11,250
Year 2: $11,812
Year 3: $12,403
Year 4: $13,023
Year 5: $13,674

~
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Risk Insight
A recurring $9,000 annual discrepancy over a 10-year lease exceeds $90,000.

The longer the lease term, the more critical early review becomes.

EXPOSURE MULTIPLIER FACTORS

Certain structural conditions amplify risk:

e Large square footage

e Multi-tenant properties with fluctuating occupancy
¢ High administrative fee percentages

* Weakly defined expense caps

¢ Lease renewals without clarification amendments

The intersection of allocation errors and cap misapplication often drives the highest
exposure.

PORTFOLIO LEVEL-RISK

Multi-location tenants face compounded exposure.
If:

¢ 5 locations
¢ $8,500 annual discrepancy per site

Annual portfolio exposure: $42,500
Five-year exposure: $212,500

Small structural discrepancies, when replicated across locations, can reach six-figure
exposure.

Powered by © SaveOnLease Tenant-Focused Lease Audit.



Prepared by SaveOnLease | Tenant-Focused CAM & NNN Lease Review

ﬂrtfolio Drift Scenario \

Three retail locations showed similar administrative fee overapplication patterns.
Each location: ~$7,200 annual excess
Portfolio impact: ~$21,600 per year

Five-year exposure: $108,000

Structural patterns rarely exist in isolation.

\_

FINANCIAL

CAM errors are rarely intentional.
They are often structural.

However:
Structural errors left unreviewed become structural liabilities.

The purpose of financial modeling is not to inflate concern —
itis to measure recurring exposure before leverage expires.
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EXECUTIVE SUMMARY

Small discrepancies compound.
Escalation magnifies exposure.
Duration determines total cost.
Audit timing preserves leverage.

CAM review is not cost management.

Itis risk containment.

CAM EXPOSURE RISK MATRIX

Where Does Your Lease Fall?
CAM exposure is not binary.

It exists on a spectrum based on lease structure, occupancy volatility, and administrative
layering.

Use this matrix to estimate your relative exposure profile.

@ LOW RISK

Profile Characteristics:

e Gross lease or modified gross structure

¢ Strongly defined CAM exclusions

e Clear cap language with compounding limits
e Stable occupancy >90%

e Administrative fee <10%

e Annual CAM variance <5%

Typical Exposure Range:
$0.00-$0.50 per SF annually
Risk Insight:

Low risk does not mean no review. Even minor structural drift compounds over multi-year
terms.
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MODERATE RISK

Profile Characteristics:
¢ NNN lease with standard language
e Administrative fee 10-12%
¢ Some ambiguous capital language
¢ Minor occupancy fluctuation
e Controllable cap defined but loosely drafted
e Variance spikes occasionally >10%
Typical Exposure Range:
$0.50-$1.25 per SF annually
Risk Insight:

Most tenants fall here.

Structural exposure often exists but is undiscovered.

@ ELEVATED RISK

Profile Characteristics:
¢ Broad capital recoverability language
¢ High admin fee (12-15%)
¢ Weak cap definitions
e Vacancy>15%
e (Gross-up provisions active

¢ Expense pooling across tenant classes
e Frequent expense reclassification

Typical Exposure Range:
$1.25-$2.50 per SF annually
Risk Insight:

Exposure is rarely accidental.

Allocation methodology and cap misapplication typically drive recurring discrepancies.
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@ HIGH EXPOSURE

Profile Characteristics:
¢ Multi-location portfolio
¢ High square footage (>15,000 SF)
e Longlease term with escalation
¢ Admin layered onto capital + taxes
¢ Undefined cap language
¢ Reconciliation spikes >15%
e Audit windows narrowly drafted
Typical Exposure Range:
$2.50+ per SF annually
or
$25,000-$100,000+ multi-year impact
Risk Insight:

High exposure tenants often do not realize their risk until multiple years have passed.

Duration multiplies exposure.

-

Risk level is not defined by one category.
It is defined by the intersection of lease language, allocation structure, and duration.

The longer the lease term, the more valuable early review becomes.

-
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CAM STRUCTURAL RISK QUADRANT

A Strategic Framework for Evaluating Tenant Exposure
CAM exposure is driven by two primary variables:

X-Axis: Lease Structure Complexity
Y-Axis: Allocation & Expense Volatility

Together, these variables determine structural exposure risk.

From Tactical Review to Strategic Risk Management

CAM reconciliation review is often treated as an annual accounting exercise.

In reality, it is a structural risk management function.

Understanding where your lease falls within a defined risk framework allows you to prioritize

review efforts proportionally.
Not all leases carry equal exposure.

But high-complexity structures in volatile environments require elevated diligence.
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STRUCTURAL RISK MATRIX

1™ Allocation & Expense Volatility

Stable Structure / Volatile Costs

Low Complexity | High Volatility

Characteristics

¢ Clear lease language

* Insurance premium spikes

¢ Utility and vendor repricing

¢ Labor-driven cost fluctuations
e Market-based inflation impacts

Exposure Pattern
Driven more by macroeconomic factors than
structural misapplication.

Strategic Implication
Variance analysis becomes critical. Focus on
category-level increases.

Complex & Volatile
High Complexity | High Volatility

Characteristics

e Multi-tenant retail or mixed-use property
¢ \Vacancy-driven allocation shifts

* Expense reclassification patterns

¢ Layered administrative + capital recovery
¢ Weak or unclear cap definitions

Exposure Pattern
Highest compounding risk profile.

Strategic Implication

Immediate structured review warranted.
Small structural errors may magnify rapidly in
volatile environments.

Stable & Transparent

Low Complexity | Low Volatility

Characteristics

¢ Clearly defined CAM categories

* Explicit capital exclusions

e Strong controllable expense caps
e Minimal vacancy fluctuation

¢ Low administrative percentage

Exposure Pattern
Low and predictable. Errors are typically
isolated rather than systemic.

Strategic Implication

Periodic verification recommended to prevent
gradual allocation drift.

Complex Structure / Stable Costs

High Complexity | Low Volatility

Characteristics

* Broad capital recovery language

e Ambiguous administrative layering
* Gross-up provisions

* Multiple expense pools

¢ Allocation carve-outs

Exposure Pattern
Structural risk exists even without dramatic
year-over-year spikes.

Strategic Implication

Review allocation math and expense
definitions carefully.

Structural ambiguity compounds over time.

Lease Structure Complexity -
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HOW TO USE THIS MODEL

Evaluate your lease complexity.

Assess expense volatility over the past 2-3 years.
Identify your quadrant.

Align review intensity accordingly.

PoOd=

EXECUTIVE NOTE

Structural risk does not imply landlord misconduct.

It reflects contractual complexity combined with operating volatility.
Complexity increases probability.

Volatility increases magnitude.

Together, they determine exposure.

CONTROLLABLE VS UNCONTROLLABLE CAM

Controllable:

¢ Landscaping

¢ Janitorial

e Security

¢ Maintenance

* Management fees

Uncontrollable:
e Taxes

¢ [nsurance

e Utility rates

e Government fees

Misclassification bypasses caps.
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COMMON CAM DISPUTE SCENARIOS

Capital repairs passed through
Administrative overapplication
Allocation errors

Pool reclassification
Unexplained expense spikes

abhowbd=

Professional framing resolves most disputes.

DOCUMENTATION REQUESTS

Tenants may request:

* General ledger detail

¢ Vendor contracts

* Invoices

¢ Allocation worksheets
e Tax statements

¢ Insurance declarations

Be specific. Reference lease language. Track deadlines.

STRATEGIC APPROACH TO CAM DISPUTES

Internal review
Written clarification
Formal audit notice
Negotiated resolution

PoOd=

Professional tone preserves relationships and leverage.
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LONG-TERM LEASE STRATEGY

For renewals:

¢ |dentify recurring issues

¢ Clarify cap definitions

¢ Define categories explicitly

* Amend ambiguous provisions

Proactive refinement reduces recurring exposure.
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EXECUTIVE CLOSING STATEMENT

CAM Review Is Not Conflict — It Is Financial Discipline

Common Area Maintenance (CAM) charges are contractual obligations.
They are not optional — and they are not inherently improper.

However, they are also:
* Recurring

e Structurally complex
¢ Allocation-driven

¢ Sensitive to volatility

¢ Dependent on interpretation

Complexity does not imply wrongdoing.
Itincreases the probability of misapplication.

In stable economic environments, minor discrepancies may appear immaterial.

In volatile environments — marked by insurance spikes, vacancy shifts, inflation, and service
repricing — small structural inconsistencies compound faster and carry greater financial
impact.

CAM review is not adversarial.

Itis disciplined contract verification.

Itis financial hygiene.

Itis risk management.

Tenants who review reconciliation statements with structure and consistency:

* Preserve leverage

¢ |dentify recurring allocation patterns

* Prevent compounding exposure

* Improve negotiation position at renewal

¢ Reduce long-term operating volatility

Most CAM discrepancies are resolved through professional clarification — not litigation.

Structured review strengthens dialogue.

It does not create conflict.
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Final Perspective

CAM exposure rarely presents itself as a dramatic error.
It appears as:

* A 2% allocation drift

* A misapplied administrative percentage

¢ A capital item amortized differently than expected

¢ A controllable expense exceeding a cap

Individually small.
Collectively material.

Over time, structural discrepancies create measurable financial impact.

Reviewing CAM is not about assuming error.
It is about verifying alignment with contract.

Financial discipline compounds just as exposure does.

The difference lies in which side of compounding a tenant chooses to stand.

Contractual alighment is not optional — it is financial protection.

Our Position

SaveOnLease exists to bring structure, clarity, and financial discipline to commercial lease
operating costs.

We believe CAM review should be systematic, not reactive.
Measured, not emotional.
Contract-driven, not assumption-based.

Commercial tenants deserve transparency equal to their obligation.
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GLOSSARY

CAM — Common Area Maintenance

NNN — Triple Net Lease

Pro Rata Share — Tenant’s proportional allocation
Gross-Up — Adjustment for assumed full occupancy
Amortization — Spreading capital cost over time

Audit Window — Period to dispute charges

PROFESSIONAL DISCLAIMER

This checklist is educational in nature.
Recoverability depends on lease language and jurisdiction.

Independent legal or accounting advice may be appropriate.

Secure. Confidential. No subscription required.

Start Your Lease Review @ www.saveonlease.com
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