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Preface
Norsk Eiendom (The Norwegian Property Federation) is issuing these Guidance Notes in 
order to provide common guidelines and a unified interpretation as to what constitutes joint 
costs for office and industrial buildings and how these shall be apportioned. Both the lessor 
and the lessee will thereby be provided with as complete an overview of the practical and 
financial implications of the lease as possible. The Guidance Notes are intended to reflect  best 
practice. Besides, the Guidance Notes will serve to ensure that specific situations arising in 
relation to the daily operation of the property are addressed in conformity with the guidelines, 
and will thus serve to inhibit conflict.

Norsk Eiendom has, together with Huseiernes Landsforbund (the National Federation of 
House Owners) and Forum for Næringsmeglere (the Forum for Commercial Real Estate 
Agents), for many years been developing and refining a set of standard leases for office and 
industrial premises – the “Standard Leases”. 

The Standard Leases regulate the term “joint costs” in a sound manner. The Guidance Notes 
are not intended to change the substance of the Standard Leases in any respect. 

The Guidance Notes are based on the version entitled Standard Lease for Office and Industrial 
Premises (used/“as is” premises), 6th edition, 01/19 (the “Lease”), and will not necessarily 
be applicable to other versions of the Standard Leases.

The Guidance Notes have been prepared in collaboration with Advokatfirmaet Føyen 
 T orkildsen AS.

Majorstuen, May 2019

Norsk Eiendom         Thor Olaf Askjer

3



1. General observations in relation to joint costs
There is no legal definition of the term joint costs. The parties 
must themselves agree what shall be classified as joint costs, 
and what is agreed in the lease will, as the overwhelmingly 
main rule, be binding on them. The lessor cannot require the 
lessee to pay anything other than rent, unless authorised to   
do so in the lease. This issue is addressed in the Lease.

Joint costs are costs that are additional to the rent and the 
 lessee costs to be covered directly by the lessee for its own  
 account. It is also important to distinguish joint costs from 
ownership costs. The terms are discussed in more detail   
under Item 3 below.

Joint costs are subject to the cost coverage principle. Apart 
from the administration charge, there shall be no financial 
gain or mark-up for any of the parties to the lease. 

2. What shall be classified as joint costs
The following is stipulated in Clause 8.3 of the Lease: 

«In addition to the Rent, the Lessee shall pay a portion of   
the joint costs of the Property (the “Joint Costs”). Examples   
of costs that form part of the Joint Costs are included as part   
of Appendix […].»

The Lease makes it clear that the lessee shall pay joint costs in 
addition to the rent, whilst the appendix provides examples   
of joint cost items. The joint cost appendix at the end of the 
Lease makes a reservation to the effect that its contents may 
change. This has been done to enable the lessor to add to the 
joint costs any further services that may in future be desirable 
or necessary to introduce. The parties should, prior to con-
cluding the lease, carefully review the joint cost appendix   
and, if appropriate, modify the description of elements and 
services in such appendix to reflect the specific property and 
the operations of the lessor. This should be done in order to 
prevent discussions as to whether the lessees shall pay for 
costs relating to services intended to be included in joint 
costs, but omitted from the appendix because of an oversight.

3. The distinction between ownership costs, 
joint costs and lessee costs
In addition to rent, one will normally operate with 3 categories 
of property-related costs:

Lessee costs are costs relating to the internal operation    
o  f   the lessee’s exclusive area, such as cleaning, separate 
 electricity supply contracts and internal maintenance.  Such 
costs are  ordinarily paid directly by the lessee.  The maintenance 
obli gation of the lessee is regulated in Clause 15 of the Lease. In 
some leases it is agreed that the lessor shall, as  a supplementary 

 service, perform the maintenance  obli gations of the lessee  
in return  for separate consideration.

Ownership costs are costs which are incurred by the owner 
through its ownership and operation of the property, and which 
are not covered as joint costs. Ownership costs may comprise 
 external maintenance (roofs and frontage), replacement of 
 technical installations, building insurance and management fee. 
Management fee is normally held to include costs relating to 
administration of the property company and the property, costs 
associated with bookkeeping, auditing, legal assistance, broking 
and marketing, as well as administration and follow- up of the 
leases and other aspects of property ownership. Management 
costs relating to the operation and maintenance of common 
 areas and common services are joint costs. The maintenance 
and replacement obligation of the lessor is regulated in Clause 
14.1 of the Lease.
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FACT BOX:

An issue that frequently arises is whether it is cost 
effective to repair, or whether a replacement is required 
instead. The Oslo District Court stated the following in   
a judgment from 1976:

”However, the issue of how long it remains profitable   
to repair building parts of this nature must be left to   
a discretionary assessment. The Court is of the view 
that the lessor is entitled to perform such discretionary 
assessment. However, it is also of the view that the   
lessee must be entitled to object to cost sharing if  such 
discretionary assessment has not been performed on   
a sound basis”

Joint costs are costs associated with the general operation of 
the property, and are charged to the lessees on top of the rent, 
based on actual use (use-related operating costs). The services 
to be covered by such costs must be joint services for the lessees. 
Examples of joint costs are listed in the joint cost appendix. 
Clause 14.2 of the lease specifies what the lessor is obliged   
to arrange, but with the cost being charged to the lessees as   
a joint cost.

Replacement is, as a main rule, the responsibility of the lessor, 
but the replacement of parts and components is normally 
charged as joint costs. The replacement of major components 
representing a significant cost must be deemed to be equivalent 
to renewal, which is for the account of the lessor. The distinction 
must be made on the basis of a specific assessment, but the 
 replacement of a component representing 40-50 percent of 
the overall technical installation must, as an example, normally 
be considered an ownership cost. 
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for the subsequent on-account payments, to avoid the lessees 
receiving a supplementary invoice the following year, by which 
time the  accounts of the lessee will in many cases have been 
closed.

 5. Administration charge
The lessor is responsible for the administration of the services 
covered by the joint costs, on behalf of the lessees. It is therefore 
common practice for the lessor to charge an administration fee 
for such effort. However, any claim from the lessor for the 
 payment of an administration charge by the lessee must be  

4. Budget
The following is stated under Clause 8.5 of the Lease: 

«The Lessor shall present a budget for the Joint Costs for   
the  relevant cost year, and shall notify the Lessee if the Lessor   
has cause to believe that the Joint Costs will deviate materially 
from the presented budget.»

The lessor must establish such budget in a sound manner and to 
the best of its ability. The same applies to the on-account amount 
stipulated under Clause 8.6 of the Lease upon the conclusion 
thereof. 

The budget should take the form of a budget specification setting 
out, at a minimum, the relevant cost categories and amounts   
for each category. The cost categories in the budget need to be 
tailored to the specific property in question. One should also   
include, whenever needed, a description of individual costs or   
an explanatory comment for the lessees. The budget specification 
should normally use the same chart of accounts as is used in the 
final settlement specification. In addition, the lessee’s portion 
of the costs, as well as the budget period, shall be specified in 
the budget. Said portion shall be based on the cost allocation 
formula for the property. The amount of the  administration 
charge should be specified on a separate line in the budget. 
 Reference is made to Annex 1 as an example of the minimum 
contents of a budget specification. 

The budget should be available to the lessees upon the conclusion 
of the lease and annually no later than one month before the start 
of the financial year. 

The lessee’s on-account payment of joint costs shall be based   
on the budget. 

If it becomes likely, during the calendar year, that there will   
be material discrepancies between actual and budgeted costs,   
the lessees shall be notified without undue delay. The back-
ground  to such discrepancies shall be specified. In addition,  
it is  r e commended that the on-account amount be changed   

FACT BOX:

The replacement of major components representing   
a significant cost must be deemed to be equivalent   
t o  renewal, which is for the account of the lessor.   
The  Supreme Court made the following observation   
on this issue in a judgment from 1958:

”The price information provided by the head of department 
shows that renewal of the generator costs about 45 per-
cent of [the cost of] a new refrigerator of this type. The 
testimony rendered by Sande in this respect confirms   
the correctness of the observations made by the Court   
of Appeal in relation to the normal service life of the 
 generator and the expenses associated with a new 
 generator representing a fairly major part of the 
 acquisition price of a new refrigerator”.

FACT BOX:

The Borgarting Court of Appeal states the following   
i  n a judgment from 2009: 

”The agreement does not authorise Grini Eiendom to charge 
the lessees any amount in excess of what the company has 
itself paid, nor does it authorise any general mark-ups or 
fees. However, the key observation is that the company 
cannot earn a profit by unilaterally adding a mark-up,   
as it needs to ensure that it is authorised to do so under 
any agreements it concludes.”

expressly authorised in the lease. This is effected by the lessor   
inserting the percentage administration charge in the joint cost 
appendix. 

The administration charge is intended to cover the costs incurred 
by the lessor in relation to the administration of joint costs. The 
administration charge is normally specified as a fixed percentage. 
The percentage varies, but is normally in the  region of 4-8 % of 
joint costs. The administration charge is usually charged to the 
lessees in connection with the annual settlement.

The lessor’s administration of ownership costs is not included 
in the administration charge. 

6. Apportionment of joint costs  
– cost allocation formula
Clause 8.4 of the Lease stipulates that joint costs shall be   
apportioned on the basis of the cost allocation formula   
for  the property.

«The Joint Costs shall be apportioned on the basis of the cost 
 allocation formula for the Property as per the contract date,    
as set out in Appendix […]. The cost allocation formula for   
the Property shall be adjusted proportionally in the event of any 
changes to the basis for such cost allocation formula. The Lessee 
shall be informed of any changes to the cost allocation formula   
in connection with the final settlement of Joint Costs.»

The cost allocation formula is determined by the lessor.
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It is recommended that the cost allocation formula normally be 
based on the gross floor area (GFA) of the property as measured 
in accordance with NS 3940. Reference is made to Clause 4 of 
the Lease, which specifies the area of the leased object. Gross floor 
area includes all qualifying areas measured to the external face   
of the external walls at floor level, and includes external finished 
surfaces. Against adjoining building units and communal areas, 
the gross floor area of a building unit is measured to the middle 
of any dividing walls. The cost allocation formula should be 
based on the gross floor area of the lessees, with a supplement 
to reflect the appropriate portion of common areas on the   
relevant floor and in the relevant building, as well as common 
communications areas and common technical areas. Reference 
is made to NS 3940 and guidance notes based on NS 3940. 
 Furthermore, it is recommended that the cost allocation 
 formula is appended to the lease and, moreover, that it is   
made available to the lessees upon request. 

It should be clearly indicated which apportionment principle 
underpins the cost allocation formula. This is of particular   
importance where the cost allocation formula is based on other 
parameters than solely the distribution of floor area. The cost 
allocation formula may, for example, be based on availability, 
benefit, use and/or consumption. If the cost allocation formula 
is based on weighting of area, use or standard, with different 
factors/weights being attributed to different leases, this should 
be highlighted. If the lessor wishes to change, during the lease 
term, the basic principles for calculation of the cost allocation 
formula, for example from an area-based to a usage-based cost 
allocation formula, the lease or the annex needs to authorise the 
lessor to effect such change. In the absence of such authorisation, 
the lessor will have to obtain the consent of the lessees. It is there-
fore recommended that the lessor considers whether it would be 
appropriate to include wording in the lease or the annex to pro-
vide the lessor with the necessary flexibility, including the right 
to modify the cost allocation formula for operational reasons.

The Lease stipulates that the cost allocation formula shall be 
adjusted proportionally in response to any changes to the basis 
for such cost allocation formula. If, for example, a common area 
has been converted into a leased area, or the other way around, 
the cost allocation formula will change if it is area- based. It 
should be feasible to effect such changes without the consent of 
the lessees, provided that said changes are not material. Material 
changes to the cost allocation formula that have a negative 
 impact on any of the lessees require the consent of those that 
are negatively affected. Clause 16.1 of the Lease stipulates   
that changes to the area and structure of the common area    
may only be effected if such changes are not material.

In some cases, specific exemptions will be agreed, in full or in 
part, for one or more lessees. Such exemptions will represent   
an ownership cost, unless it is agreed with the other lessees  that 
this shall be apportioned across the other lessees. These may,   
for example, take the form of exemptions for joint costs  or cost 
items, fixed or maximum amounts, or lower apportionment 
 factors/weights.

7. Final settlement and documentation
The lessee may require the lessor to submit, each year, accounts 
documenting the existence of the costs, as well as the cost level 
and the cost apportionment. Such materials must be handed 
over in a format that enables the lessee to check any additional 
bills without undue effort.
 
Joint costs, accounts and final settlement shall be based on   
an open-book principle.

The following is stipulated in Clause 8.5 of the Lease:

«Final settlement will normally take place with 30 April of the 
year following the relevant cost year as the due date, based on  
a specification, prepared by the Lessor, which shows the actual 
Joint Costs incurred in such cost year.»

The final settlement specification should summarise costs   
in connection with service delivery and how such costs are 
 apportioned. The annual specification should, at a minimum, 
include a speci fication of the relevant cost categories, as well as 
the amounts for each category. There should also, whenever 
needed, be included  a description of individual costs or an 
 explanatory comment for the lessees. In the event of significant 
discrepancies, the background to such discrepancies should 
also be disclosed. In order to facilitate comparison, the final 
settlement specification should normally use the same chart   
of accounts as is used for budgeting purposes. In addition, the 
lessee’s portion of the costs, as well as the settlement period, 
should be stated in the annual specification. Said portion shall 
be based on the cost allocation formula for the property. The 
amount of the administration charge should be stated on a  
separate line of the final settlement specification.  In addition,   
it needs to be stated whether the lessee has paid too much or 
too little on account over the previous year. Reference is made 
to Annexes 2 and 3, as examples showing what a final settlement 
specification should, at a minimum, include.

Annexes:
Example of budget specification; Annex 1
Examples of final settlement specifications, setting out the joint 
costs actually incurred over the cost year; Annexes 2 and 3

Many parties will find it advantageous to include more 
 information than is shown in the examples, including 
 specification of the joint costs by using unit prices.    
This  is done to make it easier for the lessees to   
understand  the final settlement of joint costs and 
to prevent  mis understandings and discussions. It is 
 therefore  emphasised that the Guidance Notes and 
examples  are intended to illustrate what minimum 
 requirements one is expected to meet in order to   
adhere to best practice.
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ANNEX 1: 

Example of joint cost budget specification

Cost item Start date End date Total cost
Cost 

 allocation 
ratio

Your portion

CARETAKER COSTS 1 January 2015 31 December 2015 3,500,000.00 6.00% 210,043.58

TAXES 1 January 2015 31 December 2015 550,000.00 6.00% 33,006.92

CLEANING 1 January 2015 31 December 2015 1,700,000.00 6.00% 102,021.64

WASTE DISPOSAL 1 January 2015 31 December 2015 660,000.00 6.00% 39,608.31

SNOW REMOVAL/SWEEPING/
GRITTING 1 January 2015 31 December 2015 340,000.00 6.00% 20,404.28

ENERGY, JOINT 1 January 2015 31 December 2015 10,700,000.00 6.00% 639,733.94

SECURITY 1 January 2015 31 December 2015 1,540,000.00 6.00% 92,419.86

GUARD SERVICES 1 January 2015 31 December 2015 1,700,000.00 6.00% 102,021.64

BUILDING INTERIOR 1 January 2015 31 December 2015 220,000.00 6.00% 13,202.53

LIFT 1 January 2015 31 December 2015 510,000.00 6.00% 31,206.31

WATER, VENTILATION AND 
SANITARY INSTALLATIONS 1 January 2015 31 December 2015 1,030,000.00 6.00% 63,012.50

OTHER INSTALLATIONS 1 January 2015 31 December 2015 900,000.00 6.00% 54,011.33

CAFETERIA COSTS 1 January 2015 31 December 2015 150,000.00 6.00% 9,001.89

MISCELLANEOUS   
OPERATING COSTS 1 January 2015 31 December 2015 540,000.00 6.00% 32,407.52

Charged on-account 1,442,102.24

Administration fee 57,684.09

Total Klesbutikken AS 1,499,786.33

1,499,786.33

SPECIFICATION OF ON-ACCOUNT JOINT COSTS  
IN ACCORDANCE WITH BUDGET

Klesbutikken AS
P.O. Box 1001 Vika
0116 OSLO

STORGATEN 1
Contract: 2009-092
Final settlement specification: 
33304-B16
Printout date: 5 January 2016
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ANNEX 2: 

Examples of final settlement specification of the joint costs 
actually incurred in the cost year

Cost item Start date End date Total cost Cost  allocation 
ratio Your portion

CARETAKER COSTS 1 January 2015 31 December 2015 2,578,210.00 6.00% 154,725.05

TAXES 1 January 2015 31 December 2015 366,583.41 6.00% 21,999.62

CLEANING 1 January 2015 31 December 2015 1,536,316.61 6.00% 92,198.33

WASTE DISPOSAL 1 January 2015 31 December 2015 602,531.62 6.00% 36,159.48

SNOW REMOVAL/SWEEPING/ 
GRITTING 1 January 2015 31 December 2015 435,552.80 6.00% 26,138.65

ENERGY, JOINT 1 January 2015 31 December 2015 10,305,180.63 6.00% 618,440.55

SECURITY 1 January 2015 31 December 2015 1,441,162.95 6.00% 86,487.92

GUARD SERVICES 1 January 2015 31 December 2015 1,751,893.21 6.00% 105,135.64

BUILDING INTERIOR 1 January 2015 31 December 2015 156,120.20 6.00% 9,369.18

LIFT 1 January 2015 31 December 2015 686,920.00 6.00% 41,223.85

WATER, VENTILATION AND   
SANITARY INSTALLATIONS 1 January 2015 31 December 2015 1,525,808.40 6.00% 91,567.71

OTHER INSTALLATIONS 1 January 2015 31 December 2015 661,746.51 6.00% 39,713.12

CAFETERIA COSTS 1 January 2015 31 December 2015 208,343.00 6.00% 12,503.20

MISCELLANEOUS OPERATING 
COSTS 1 January 2015 31 December 2015 508,923.15 6.00% 30,541.80

Final settlement amount 1,366,204.11

Administration fee 54,648.16

Total Klesbutikken AS 1,420,852.27

Amount: 1,420,852.27

Invoiced  
 on-account 1,499,786.33

Credit balance: -78,933.56

Klesbutikken AS
P.O. Box 1001 Vika
0116 OSLO

STORGATEN 1
Contract: 2009-092
Final settlement specification: 
33304-B16
Printout date: 5 January 2016

FINAL SETTLEMENT SPECIFICATION JOINT EXPENSES 2015







ANNEX 3: 

Example of final settlement specification of the joint costs 
actually incurred in the cost year
Utleierselskapet AS 
Storgaten 1

COST TYPE

Final settlement specification joint costs

TOTAL  
COST Factor Calculated

portion Lessee portion

4207 Electricity
4215 Guard services 
4223 Waste disposal 
4231 External area 
4257 Caretaker 
4258 Internal caretaker 
4428 Snow removal
4611 Cleaning 
4761 Municipal charges 
4781 Ventilation 
4863 Remote heating
4942 Operations, other

14,328
8,510 

13,042 
6,846 

26,746 
63,582 
32,805 
33,324 

6,014 
8,779 
8,500 

13,351  

1,00
1,00
1,00 
1,00 
1,00 
1,00 
1,00 
1,00 
1,00 
1,00
1,00
1,00 

4 094
2 431
5 474
1 956  
7 642

18 167 
9 373 
9 521 
2 524 
2 508 
2 429 
3 815   

4 094
2 431
5 474
1 956
7 642

18 167
9 373
9 521
2 524
2 508
2 429
3 815

28,57%
28,57%
41,97%
28,57%
28,57%
28,57%
28,57%
28,57%
41,97%
28,57%
28,57%
28,57%

Sum total 235,827 69,934 69,934 29.65%

Total            

Invoiced on account
Invoice no.                    From                          T  

Not invoiced On account

          Other on account
          Total on account

85 992
85 992

Credit balance, joint costs -16,058

VAT -4,015

Total credit balance, joint costs -20,073

Administration fee (excl. VAT) 2,797

VAT 699

Administration fee 3,496

Lessee Klesbutikken AS Period start 1 January 2014
Contract  5711 Klesbutikken AS  Period end 31 December 2014
Contract item 15144 On-account joint costs, VAT  Lease term from 1 January 2014
Tax code  Output VAT Lease term to 31 December 2014
   Lease period 365 days
  Cost allocation ratio 417/1475 = 28.57%

69 934
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