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MEDIAN HOME PRICE                              

5 THINGS THAT WILL MOVE REAL ESTATE MARKETS

HOME SALES IN ORANGE COUNTY

JONATHAN LANSNER’S DASHBOARD

ORANGE COUNTY’S REAL ESTATE SCENE

Sources: CoreLogic, Steve Thomas, Construction Industry Research Board, 
Bureau of Labor Statistics, Freddie Mac
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1. Track Orange County home 
resale inventory, out Monday.

Up from 5,016 listings 
two weeks earlier and 
up from 4,716 a month 
ago.
The $1 million-plus  
market equals 44.4%                                                                                 
of all listings.

Down from the previous 
week’s rate of 4.03% 
but up from 3.61% a 
year ago.
The 15-year fixed rate                                                                             
is 3.27%, same as the 
previous week’s rate.

That’s up $4.06
from February’s 
$384.45 and up 
$12.81 from March 
2016.           

That’s the same as 
16.4% in February but 
up from 13.3% in March 
2016.

March’s increase over a 
year ago was the 79th 
consecutive month of 
year-over-year 
increases.

2. Freddie Mac mortgage-rate 
survey out Thursday.

3. Mortgage bankers 
report loan-application 
trends on Wednesday.

Homebuying was up 8% for the month of March. Sales of 
new homes, 407, were down 6.7%.

DISTRESSED SHARE OF LISTINGS
The 89 foreclosures and short 

sales on the market are up 
from 78 two weeks earlier.

‘MARKET TIME’ IN MONTHS
The time it would take in 

theory to sell all the listed 
homes in Orange County at 

the current buying pace.

4. Look for rent trends in 
Consumer Price Index, out 

Friday.

INVENTORY OF HOMES FOR SALE

HOMES LISTED AS OF APRIL 20
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adjustable-rate mortgages)
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5. Confident workers? See 
quit rate in “JOLTS” report, 

out Tuesday.
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CoreLogic’s median home price for the month of March rose 
6.4% from a year ago, with price decreases in 23 of 83 
county ZIP codes.

The latest resale house price was 1.91% below its 
peak of $734,000; the latest resale condo price 
was 0.31% below its peak of $476,500.
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Q I am wonder-
ing, are HOAs 

required to have a 
“reserve” account 
or it is just recom-
mended? 

 
— P.P., Rancho 

 San Diego

A Reserve ac-
counts are intended 

to be a critical protection 
for common interest devel-
opment homeowners, par-
ticularly in attached hous-
ing developments. The 
Davis-Stirling Common 
Interest Development Act 
has many requirements re-
garding reserve accounts.

Associations must have 
a reserve study every third 
year, under Civil Code 
5550, identifying the esti-
mated replacement date 
and cost of major compo-

nents that are the 
association’s re-
sponsibility.  Under 
Civil 5550(b)(5), the 
study must include 
a funding plan in-
dicating how the 
association will pay 
for the annual con-
tribution needed 
for replacement of 

the items.
Under Civil 5560, associ-

ation boards are required 
to adopt the funding plan 
at an open meeting of the 
board, along with any con-
sequent assessment in-
crease. Civil 5570 requires 
a detailed disclosure re-
port detailing how close 
the major components are 
to requiring replacement, 
along with how much 
money in the reserve fund 
has accumulated to meet 
that future costs. 

The Annual Budget Re-
port (Civil 5300) contains 
seven different disclosures 
associations must make 
annually to the mem-
bers, including a summary 
of the reserves (5300(b)
(2)), and a summary of 
the board’s funding plan 
(5300(b)(3). 

Civil Code 5500 requires 
the board review associa-
tion operating and reserve 
accounts (and deposits 
and withdrawals) at least 
quarterly.

All of those statutes im-
ply that associations must 
have a reserve fund in 
place because the various 
requirements all assume a 
reserve is in place.

There is no law that es-
pecially requires reserve 
accounts to be actually 
funded in any particular 
amount.  

This is sensible, since 
there is no “one size fits 
all” answer for common 
interest communities, and 
so many factors bear upon 
what is a properly funded 
association. The condo-
minium lending guidelines 
of FHA/FNMA require at 
least 10 percent of the an-
nual budget to go into the 
reserve account, a reflec-
tion that those lending or-
ganizations consider re-
serves to be critical.

Many associations do 
not follow their reserve 
study preparer’s recom-
mended reserve account 
contributions because the 
board is trying to “hold 
the line” on monthly as-
sessments.  

However, this misleads 
the homeowners, since the 
association is then qui-
etly slipping into debt, and 

the members are likely to 
be hit with a special as-
sessment and/or loan pay-
ments when major replace-
ment work is needed.

Each month the roofs, 
asphalt, paint, decks and 
other items deteriorate.  
For example, a “10-year 
roof” probably has an ex-
pected life of 120 months.  
If the association is not de-
positing 1/120 of the cost 
each month into reserves, 
it is falling into a deficit 
each month on that item.  

The fact that homeown-
ers don’t feel it, or see it on 
a financial summary, does 
not mean it is not a finan-
cial fact.

Homebuyers need to be 
very careful to review the 
association’s reserve status 
before they decide to buy, 
and should be aware of the 
fact that their appraisal 

will not take into account 
the health of the HOA’s re-
serve fund.  

This means the true 
value of the property may 
not be presented in the ap-
praisal, since, unfortu-
nately, the marketplace 
does not adequately de-
value the price of under-
funded condominium as-
sociation residences.

Urge the board to faith-
fully attend to the associa-
tion’s reserves.

Kelly G. Richardson, 
Esq.m is a fellow of the 
College of Community 
Association Lawyers and 
Managing Partner of 
Richardson Harman Ober 
PC, a law firm known for 
community association 
advice. Submit questions 
to KRichardson@RHOpc.
com.

HOA HOMEFRONT

Reader asks: Can we skip reserve account?

Now that the 
spring selling 
season is in full 
swing, it feels like 
a good time to 
highlight what ev-
ery homeseller 
needs in their 
stash of secret 
showing strate-
gies. Here are a 
few of my favor-
ites.

1. MR. CLEAN MAGIC 
ERASER SPONGES >> The 
quintessential indispens-
able tool for every home-
seller.

You’ll need to have 
these handy to quickly 
“erase” things like the ba-
nana fingerprints, which 
your daughter smeared on 
her bedroom wall yester-
day after her mid-morning 
snack and now has dried 
and turned into an unat-
tractive shade of black.

They can also remove 
the equally unattractive 
scuff marks on the newly 
painted baseboards made 
by the vacuum cleaner, 
which you used to make 
those classic “vacuum 
tracks” on the living room 
carpet just before the 
buyers arrive. 

2. NEARLY EMPTY CLOSETS 
>> You’ll need some extra 
closet space to fold and 
store the new sheets and 
blankets you got for each 
of the beds in your house.

Since you’re staging 
this new bedding (in-
cluding a tasteful bed-
spread, an alarming num-
ber of color-coordinated 
pillows, and a textured 
throw) over the sheets, 
blankets and pillows your 
family actually sleeps on, 
you’ll need somewhere 
to place the new bedding 
while you’re using the 

bed. Then remem-
ber to whisk all the 
new bedding out 
each morning and 
re-make each of the 
staged beds in your 
house, so you’re 
ready for the buy-
ers who’ll be com-
ing by that day.

3. A LARGE BASKET >>  
Whether you use a basket 
you already have or make 
a quick trip to Target to 
pick one up, use this to 
collect the daily mail, im-
portant school papers, 
valuable coupons you’re 
likely to use and other im-
portant paperwork and 
possessions that you need 
but do not add to the 
staging of your home.

Put all of these items in 
the basket every day and 
then put the basket away 
in a drawer or closet — so 
you have easy access to 
it, but it is out of sight for 
buyers.

4. DRAWSTRING TRASH 
BAGS >> While you’re stuff-
ing your basket with nec-
essary paperwork,  you’ll 
be amazed how easy it is 
to carry along a trash bag 
to pick up the day’s junk 
mail, homework throw-
away worksheets, unnec-
essary receipts, candy 
bar wrappers, and any 
other items destined for 
the trash can you’ve re-
moved from your kitchen 
or bathroom counter or 
floor. Keep your home as 
beautiful as possible to 
catch that qualified buyer.

Leslie Sargent Eskildsen 
is an Orange County real 
estate agent. She can be 
reached at 949-678-3373 
or leslie@leslieeskildsen.
com. Her website is 
leslieeskildsen.com.
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Keep your listing 
show-worthy 

Leslie
Eskildsen
Contributing
Columnist

Today, I thought it 
would be fun to dissect 
my current workload 
and discuss a few ran-
dom thoughts on com-
mercial real estate that 
have dominated my 
psyche for the past few days.
Maybe, in the process of 
reading this, you, my faith-
ful readers, may learn 
something and alter your 
direction to avoid a costly 
mistake.
Lease rates continue to astonish

Historically, an increase in lease rates 
trails the increase in sales prices during 
a market recovery. Our plunge from the 
peak of 2007 was swift and deep. We lost 
40 percent to 50 percent of our values in 
a period of six months to a year.

Many of us wondered if the commer-

cial real estate market would 
EVER recover. We started to see a 
real pop in selling prices after the 
tax law changes of 2012. The next 
three years (2013-2015) were mon-
ster years for selling price appre-
ciation. 

We all knew lease rates would 
soon follow. But, WOW! If you 
told me Class A industrial lease 
rates would approach $1 per 
square foot by 2017, I would have 

questioned your sanity.
Surprise. We have not lost our mar-

bles. We are there!

Will these sale prices plateau? 
After the dramatic selling price in-

creases in 2013-2015, many in our indus-
try predicted a leveling in 2016. However, 
selling prices have pushed past 2007 
highs and now are eclipsing 2016. When 
will the end come? My guess is once 
money becomes less affordable or we ex-
perience a dramatic global black swan 
event, selling prices will plateau and 
even soften. Exacerbating the problem, 
however, is a frighteningly low vacancy 
of available buildings for sale or lease.

Can you ask too much?
I used to believe so. Not anymore. Re-

cently, we performed a broker opinion of 
value for a 50-year-old manufacturing 

building whose best days were during 
the Nixon administration. Our estimate 
was X. The seller insisted upon X plus 50 
percent. We settled on X plus 40 percent. 
As we drove away with the signed en-
gagement, I wondered how on earth we 
would justify the asking price. Twenty in-
quiries, three tours in three hours, two 
full-price all cash offers with exception-
ally quick closes later, I’m a believer. You 
cannot ask too much.

Demand for old, obsolete buildings
Old, obsolete industrial buildings once 

were shunned in favor of their newer 
more glamorous contemporaries. With 
the shortage of available buildings, these 
ugly ducklings are becoming white 
swans. Demand is back and historic 
prices are being achieved.

Good housekeeping is a must
Make sure your paperwork is in order. 

Your leases should be up-to-date. All en-
tity tax returns and filing fees should be 
paid. Sprinkler certifications, and main-

tenance of the roof and air conditioning 
needs to be accomplished. If you have 
added square footage to your building or 
new offices, make sure your building per-
mits are easily accessible. Please don’t 
wait until you’re under contract to sell 
your building to discover something cru-
cial is missing.

A burning question
How will cities and counties in Califor-

nia handle the execution of Proposition 
64 which legalized recreational canna-
bis? Cities and counties have until Janu-
ary 2018 to decide, and we must wait and 
see, but many operators are ignoring the 
illegality of the growing and sale of rec-
reational cannabis. See “demand for old, 
obsolete buildings.”

Allen C. Buchanan is a principal and 
commercial real estate broker with 
Lee & Associates, Orange. He can be 
reached at 714-564-7104 or abuchanan@
lee-associates.com. His website is 
allencbuchanan.com.
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6 random commercial real estate thoughts

Kelly G. 
Richardson
Columnist

If you would have told me Class A industrial lease 
rates would approach $1 per square foot by 2017, I 
would have questioned your sanity. Surprise. We have 
not lost our marbles. We are there!

Allen 
Buchanan
Columnist
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