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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. Look for rent trends in 
Consumer Price Index, out 

Friday.

Down from, 5,983 
listings two weeks 
earlier and up from 
5,936 a month ago.
The $1 million-plus  
market equals 43.1%                                                                                 
of all listings.

Up from the previous 
week’s rate of 3.92% 
and up from 3.43% a 
year ago.
The 15-year fixed rate 
was 3.18%, down from 
the previous week’s rate.

That’s down $2.12
from May’s $398.69 
and up $14.89 from 
June 2016.           

That’s down from 18.1% 
in May and up from 
13.6% in June 2016.

June’s increase over a 
year ago was the 82nd 
consecutive month of 
year-over-year 
increases.

2. See quit rate in JOLTS jobs 
report, out Tuesday

3. Freddie Mac mortgage-
rate survey out Thursday.

Homebuying was up 4.3% for the 22 business days ending 
July 10. Sales of new homes, 351, were down 13.3%.

DISTRESSED SHARE OF LISTINGS
There were 88 foreclosures and 

short sales on the market, up from 
87 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. Mortgage bankers report 
loan-application trends on 

Wednesday.

INVENTORY OF HOMES FOR SALE

HOMES LISTED AS OF JULY 27
5,967

30-YEAR FIXED MORTGAGE RATE

AVERAGE, WEEK ENDING AUG.3
3.93%

MEDIAN PRICE PER SQ. FT.

JUNE
$396.57

ARMs 
(Homes bought with 

adjustable-rate mortgages)

JUNE
17.6%

RENT-COST CHANGE

REGIONAL RENTER INFLATION
5.3%

2015 2016 2017

5. Dig for construction costs 
in Producer Price Index, out 

Thursday.
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CoreLogic’s median home price for the 22 business days ending 
July 10 rose 7.8% from a year ago, with price increases in 63 
of 83 Orange County ZIP codes. 
The latest resale house price was 2.2% above 
its pre-recession peak of $734,000. The latest 
resale condo price was 1.0% above its 
pre-recession peak of $480,000. 
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Q Recently our HOA 
called a meeting to 

let us know they want to 
change our CC&Rs spe-
cifically to have home-
owners be responsible 
for the pipes inside our 
walls. 

They claim they are 
having problems with 
pipes breaking and 
leaks, and it is draining HOA 
funds. 

They also said that having 
homeowners responsible for 
their own pipes is a “trend” in 
HOAs and suggested we could go 
through our insurance company 
if we had a problem. 

They said if they don’t get the 
CC&Rs change they most likely 
will have to charge an assess-
ment. I am curious as to what 
your take is on all this. 

— M.B., Huntington Beach

A Dear M.B.: I am as-
suming your associ-

ation residences are con-
figured as “townhouses” 
in that they are connected 
side to side, and not “apart-
ment” condominiums in 
which owners live over 
other owners. In the town-
house configuration, each 
residence is usually (not al-

ways) constructed with a sepa-
rate water plumbing system, un-
like apartment type buildings in 
which pipes are shared.

Two issues are in play for the 
association. The first is whether 
each owner will be given con-
trol and responsibility for their 
own plumbing, instead of the as-
sociation. Either way, the plumb-
ing needs to be repaired, but I of-
ten find that owners appreciate 
having control over the plumb-
ing serving their unit. However, 

to permanently transfer full re-
sponsibility (and therefore also 
control) over the plumbing could 
require a membership vote to 
amend the CC&Rs.

If the plumbing system is fail-
ing, owners will pay for the re-
pair either way — either individ-
ually by hiring for the repairs or 
collectively through regular or 
special assessments if the HOA 
handles it. Switching responsibil-
ity for repair of a failing plumb-
ing system has pros and cons. 
On the one hand, the HOA may 
be able to get a better deal doing 
all the repairs at once. However, 
some owners may individually 
desire and be able and pursue re-
pairs sooner than others.

The second consideration is 
the role of insurance coverage. In 
the event of water damage, not 
only from plumbing, but from 
roofs, windows, or otherwise, a 

“bare walls” approach means the 
HOA will only restore the unit 
framing and drywall. In a bare 
walls approach, the association 
would not repair or replace cabi-
nets or floor or wall coverings — 
the unit is restored to a shell con-
dition, ready for finishes and fix-
tures. 

To accomplish a transition to 
“bare walls” repairs, an associa-
tion should check with its legal 
counsel and its insurance broker. 
Since insurance cost is one of the 
reasons associations switch to 
“bare walls,” checking with the 
association’s insurance broker is 
essential.

Association members in “bare 
walls” associations should make 
sure they have individual insur-
ance covering what the associa-
tion does not cover. The policies 
are normally not expensive and 
are known generically as “HO6” 

policies.
Some associations switch to a 

“bare walls” plan without check-
ing first to confirm their gov-
erning documents permit such 
an approach. Other associations 
switch to bare walls system but 
neglect to modify the HOA’s in-
surance to match that more lim-
ited liability.

Before making such a ma-
jor change, careful associations 
should consult with the mem-
bers, association legal counsel, 
and its insurance broker.

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

HOA HOMEFRONT

Who should be in charge of plumbing, pipes?

Life happens, especially during the sum-
mer in sunny Southern California.

You’ve got beach days, neighborhood bar-
becues and pool parties. When you finally 
clear a two-hour window to look at houses 

you might want to live in, 
your Realtor gets busy setting 
up the showings, launching a 
flurry of activity.

Here’s an example of efforts 
made to ensure you have the 
best possible experience on 
your home shopping tour.

The McCoys have two kids, 
two dogs, a cat, a rat and a 
snake. When they agree to 
make their house available 

for your showing between 10 and 10:30 Sat-
urday morning, Mr. McCoy packs up the 
SUV at 9:30 with the two dogs to take their 
youngest child to her tennis lesson, during 
which he will walk the dogs. He’s packed 
water for everyone, doggie disposal bags and 
sunscreen.

Meanwhile, Mrs. McCoy is busy wrangling 
the cat into her carrying case to secure her 
in the air conditioned office, careful to clean 
out her litter box and stash it in the garage.

She then runs the Swiffer across the high-
end, wood-like laminate flooring, whisks the 
rat cage into the garage next to the kitty lit-
ter box, then packs up the other SUV with 
their eldest child, water and snacks and 
leaves for the volleyball tournament at 9:45. 
Before leaving, she sets the AC to a comfort-
able 72 degrees, turning on all the lights, 
and setting the flat-screen TV in the family 
room to the classical music station.

The Hatfields live in the house you’ll be 
visiting from 10:30 to 11 a.m. Their family 
includes two grandparents, two parents and 
two grandchildren.

To be on time, the grandmother gets the 
baby boy up from his morning nap a little 
bit early, so he’s fussy. But she finesses him 
into the baby carrier nonetheless.

Grandpa is busy making the beds and 
pulling out the pillows and quilts his agent 
provided to stage the bedrooms, which he 
keeps in the closet until a showing is sched-
uled.

Mom is packing water, diapers and snacks 
with big sister’s help, while dad is putting 
the stroller, car seats and beach chairs in 
the minivan. As mom and grandma start ar-
ranging the kids in their car seats, dad and 
grandpa take out the trash, turn on all the 
lights and set the TV to “Moving Art” on 
Netflix.

Then away they all go at 10:20 for a morn-
ing at the beach.

Meanwhile, the Smiths leap into action 
for your visit to their house from 11 to 11:30 
a.m.

Mr. Smith arrives from the airport, where 
he just picked up their eldest daughter, who 
is returning from her college summer ses-
sion in Heidelberg.

She takes a quick shower, makes sure the 
shower walls are squeegeed before finding 
something clean to wear, then throws the 
clothes from her suitcase into the laundry 
room hamper, makes her bed, and makes 
sure the toilet seat is down. She also tidies 
up three other bedrooms and bathrooms.

Mrs. Smith is cleaning up from break-
fast, regretting her choice to make bacon 
and eggs instead of Eggo waffles. From the 
kitchen, she calls out urgent reminders to 
the twins that they must be dressed, with 
their teeth and hair brushed, so they’ll be 
ready for their 10:45 departure.

She picks up the movie tickets for the 11:15 
matinee she printed from Fandango before 
joining the rest of the family in the Ford 
Flex.

Please don’t call your agent at 9 a.m. Sat-
urday to cancel your showings. The wave 
of disappointment that will create is wider 
than you might imagine.

Contributing columnist 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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Sellers go all 
out for home 
showings

Recently, we received a 
call from a longtime cli-
ent. When we constructed 
his lease seven years ago, 
the owner was unwilling to 
grant our client any exten-
sion rights.

When we viewed the 
deal in its totality, the lack 
of extension rights was 
outmanned by the other 
good things the deal had 
to offer: rate, term, ten-
ant improvements, abated 
rent, etc. So, we proceeded.

Then, WHAM! The owner de-
cided to sell the building to a com-
pany that gave our clients the heave 
ho, and we were looking for another 
location.

An extension occurs at the ex-
piration of your commercial real 
estate lease but is agreed upon 
when you sign a lease. So, you are 
truly leasing commercial real es-
tate in the future. Unlike a residen-
tial lease, you the occupant are not 
guaranteed you can stay past the 
lease expiration. There are nasty lit-
tle creatures called “holdover pro-
visions” which allow an owner to 
jack your rent way up if you stay — 

or worse — and cause you to 
move.

With this experience as a 
backdrop, and guided by the 
definition, I will discuss the 
various extension rights you 
should consider when nego-
tiating a commercial real es-
tate lease.

An option to renew or ex-
tend: The occupant is al-
lowed to stay in a build-
ing after the conclusion of a 
lease at a pre-determined set 
of deal points — such as the 

rent to be paid and the increases in 
rent on an annual basis. Typically, 
in a down market, owners will be 
willing to grant an option to extend 
at a fixed-rent amount.

When markets are more robust 
— like today — the extension will 
be based upon prevailing market 
forces in the future. In essence, you 
will have an agreement to agree: the 
owner won’t give you the boot but 
also won’t commit to a rent figure.

Generally, options to renew 
will carry certain rules of engage-
ment such as the timeframe under 
which you can exercise the option, 
the method by which you give the 

owner notice, and exactly who must 
exercise the option. Also, you must 
have faithfully paid your rent on 
time or the option to extend may be 
at risk. If any of these boxes go un-
checked, your option could be lost 
— so pay attention!

A right of first refusal to lease: 
Simply, if you have no option to ex-
tend, a right of first refusal allows 
you to match or exceed another oc-
cupant’s offer to lease the building. 
Rights of first refusal to lease occur 
most often with adjacent or expan-
sion space and are rare as a means 
to renew a lease. We commonly see 
rights of first refusals to purchase.

A right of first offer to lease: The 
owner comes to you and says “I’m 
willing to allow you to stay past the 
expiration of your lease. Make me 
an offer.” Akin to a right of first re-
fusal, these generally are a purchase 
right vs. a lease extension — but we 
occasionally see them with leases.

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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Some extension rights you should 
consider when negotiating a lease
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