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There are all kinds of 
“psyche-out” strategies 
used to negotiate real es-
tate deals.

Some are more effec-
tive than others, but a lot 
of times it comes down 
to how hot-tempered any 
of the players can get. 
You’re dealing with a lot 
of personalities and opin-
ions when a 
home is up 
for grabs.

So let’s 
break down 
the cast of 
characters 
and their 
assorted 
motives.

• Sellers: 
Sometimes 
a single person but usually 
a couple. And since oppo-
sites attract, you are prob-
ably dealing with two dif-
ferent personalities, one 
more aggressive and tena-
cious, expecting top dollar, 
the other more accommo-
dating and gracious.

The latter leaves 
freshly baked chocolate 
chip cookies out for the 
open house guests. The 
other might be more pre-
cise, impatient and un-
willing to show any sign 
of weakness.

• Sellers’ agent: She 
might be anywhere on 
the above spectrum, no 
doubt with a vested in-
terest in getting the 
house sold to a well-qual-
ified buyer for as high a 
price as possible. Please 
remember, she doesn’t 
get paid a dime unless 
and until the house sells 
before her listing expires.

• Buyers: These folks 
also usually come in 
pairs, so you might have 
the engineer, who is go-
ing to analyze every de-
tail and scrutinize every 
word of every page of the 
contract, paired with the 
nurturing, touchy-feely 
partner who just wants 
a house that feels like 
home.

In addition to worry-
ing about overpaying and 
wanting to beat any in-
terest-rate hikes, they 
also have some quirky 
personality traits. Like 
wanting to add in most 
of the sellers’ furni-
ture, the wine fridge, the 
washer, the dryer and 
even the family dog.

• Buyers’ agent: She 
might be a loosey-goosey 
type who’s comfortable 
negotiating verbally, or 
a by-the-book sort who 
wants all the I’s dotted 
and the T’s crossed be-
fore anything can move 
forward.

At some point, most 
of these players start to 
put words in other peo-
ple’s mouths, read be-
tween the lines and ques-
tion the other guy’s mo-
tives while negotiating 
the purchase agreement 
and subsequent counter-
offers.

“They must be expect-
ing another offer if they 
are only giving us 24 
hours to respond!”

“Do they expect us to 
even respond to this in-
sulting, ridiculous, low-
ball offer? They must not 
be able to afford a house 
as nice as ours. ”

“Have they even looked 
at the house that just 
sold down the street?”

“Do they think we’re 
idiots?”

“Are they really seri-
ous about selling if they 
won’t even respond to 
our offer?”

Despite how you play 
your hand in these trans-
actions, you’ll have to say 
it with a fully executed 
purchase agreement, 
which currently doesn’t 
include audio or video 
capability, so the other 
side will never see your 
ranting, raving, gnash-
ing of teeth or flailing of 
arms.

Leslie Sargent Eskildsen is 
an agent with Realty One 
Group. She can be reached 
at 949-678-3373 or leslie@
leslieeskildsen.com.
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Q Our board is against 
raising our fees, 

which have been the same 
for at least 10 years! Ob-

viously, 
we are not 
keeping up 
with infla-
tion. Ac-
cording 
to our re-
serve study, 
we are over 
$1,000 per 
unit under-
funded. We 

have decades-old build-
ings. My concerns are fall-
ing on deaf ears despite 
the encouragement of our 
management company to 
raise fees. I would deeply 
appreciate your opinion. 
                   — J.E., Irvine

A Association boards 
are responsible for 

budgeting and spending 
association funds wisely. 
If a board decides in ad-
vance that it will not in-
crease the budget, it is 

quite likely such a board 
has placed as its first pri-
ority the artificial preser-
vation of assessments, and 
the upkeep of the prop-
erty (and the associa-
tion’s long-term financial 
health) is a lower priority.

Properly caring for the 
common property and 
keeping vendor expenses 
flat for over 10 years is un-
believable — and not in a 
good way. Because of in-
flation, cost increases 
should be factored into 
the healthy HOA bud-
get. Otherwise, the asso-
ciation is probably defer-
ring maintenance, hiring 
cheap (instead of the most 
competent and appropri-
ate) vendors, and is not 
properly funding its re-
serve account.

Such an association is 
not financially healthy 
and is akin to people who 
live on credit cards. Such 
an association eventually 
has to face a day of un-
happy reckoning when 

the deferred bills all come 
due and the association is 
forced to borrow.

Qualified and certi-
fied managers are trained 
to prepare budgets and 
should be heeded in this 
regard. Maintaining prop-
erty, keeping up with in-
flation and depositing 
faithfully in reserves are 
all actions preserving the 
community’s financial 
health.

Q Our HOA documents 
state annual assess-

ments can increase by a 
maximum of 10 percent 
more than the previous 
year. The HOA board in-
creased our assessment 
by almost 20 percent. 
The HOA said they are al-
lowed to exceed the max-
imum by California Civil 
Code Section 5605(b). Do 
our CC&Rs need to be re-
vised to acknowledge to 
homeowners that Civil 
Code 5605 can void the 
limitation in our CC&Rs? 

It sounds like the CC&Rs 
don’t mean anything, if 
the HOA board can find 
unspecified documents to 
support their wishes, even 
if the rise is necessary.  
               — C.S., San Diego

A It is important for as-
sociation boards to 

have some reasonable flex-
ibility in setting HOA bud-
gets and the ability to 
occasionally adjust the 
assessments within a rea-
sonable range. In the orig-
inal Davis-Stirling Com-
mon Interest Development 
Act, effective in 1986, the 
then-new Civil Code 1366 
allowed HOA boards to 
increase regular assess-
ments by up to 10 percent 
per year, regardless of any 
more strict language in 
the governing documents.

In 1988, the amount 
was increased to 20 per-
cent per year, the amount 
found today in the Act at 
Civil Code 5605(b). Your 
association may have been 

formed before 1988, since 
your governing docu-
ments use the older limit.

The law changes each 
year, and so associations 
often need experienced 
association attorneys to 
help update the HOA on 
which portions of the gov-
erning documents are 
in effect changed by ac-
tions of the Legislature 
or courts. This is one rea-
son why associations with 
older documents may find 
it worthwhile to undergo 
the effort and expense to 
update CC&Rs and by-
laws.

Kelly G. Richardson is 
a fellow of the College of 
Community Association 
Lawyers and senior 
partner of Richardson 
Ober PC, a California 
law firm known for 
community association 
advice. Submit potential 
column questions to 
Kelly@Richardsonober.
com.
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Readers ask: How much 
should assessments rise?

Associations often need experienced attorneys to update them on how much fees can go up, depending on legislation or court decisions that can 
change the civil code.
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Should you be looking to move 
your business? Say, now?

In a word, actually two: It de-
pends. Today, I’ll recap a week of 

meetings, situa-
tions and the coun-
sel we provided to 
businesses that be-
lieved a move was 
imminent.

What prompted 
the need?

We met with a 
group recently that was ponder-
ing a two-year lease extension on 
their space. The company is well 
entrenched in the building, with 
35 employees arriving each day to 
go to work.

As their product is purchased 
offshore and subject to a large tar-
iff, they prebought a year’s worth 
of inventory, which arrives in Jan-
uary. They now have a short-term 
warehouse need. Rather than dis-
rupt the entire operation, the so-
lution appeared to be renting an 
auxiliary space in addition to the 
mother ship.

In other words: Stay put and 
lease a unit close by.

Moving expenses
Most will underestimate the 

cost of moving! Depending on the 
complexity, the dollar figure can 
easily eclipse six figures. And, this 
is a stiff cash outlay on day one, 
not an expense paid over a num-
ber of years like a lease or mort-
gage payment.

The clients faced a rent in-
crease of 45 percent, so we en-
couraged them to pencil out the 
new monthly rent. The rent in-
crease was smaller than the mov-

ing costs. Even though a larger 
monthly outlay is coming, the 
company avoided the moving van 
and renewed.

Your current situation
Underutilized: This describes 

a footprint we toured this week. 
Changes in the stock on hand 
caused a surplus of space. The 
easy fix? Downsize. The issue? 
Nothing is available that would 
fit the requirement. Plus, because 
the company benefits from a lease 
rate that commenced in 2012, a 
space 40 percent smaller would 
command the same monthly rate 
as its larger space.

No move here!

Extension rights
Many companies transacted 

in 2011-2014, and those five- to 

seven-year leases are expiring 
soon. Contained in many of these 
contracts are favorable extension 
rights such as options to renew 
at preset rates, rights of first re-
fusals on adjoining spaces, or op-
tions to purchase the premises.

We encountered such a gem re-
cently. Origination of their seven-
year lease happened in 2013. 
Guess what? If they want to stay 
come 2020, they can. No nego-
tiation needed! Why would you 
move?

Ways to stretch your space
We encounter so many situa-

tions where a tweak here or a tuck 
there can postpone a move for 
months or years. Advanced mate-
rial handling solutions, the addi-
tion of a production mezzanine, 
or the use of a third-party logis-

tics provider are three such ways.

The cost of your alternative
On deck next week is a conver-

sation with a local distributor. 
The company services the region 
from one owned and one rented 
location. Neither fits the operation 
anymore.

So, do they sell one building 
and buy two? Renew their lease 
in one and sell the other? Sell the 
building and replace it with one 
more central to their customers? 
The options abound!

It should be a fun conversation. 
Stay tuned.

Allen C. Buchanan is a principal 
with Lee & Associates Commercial 
Real Estate Services. He can 
be reached at 714-564-7104 or 
abuchanan@lee-associates.com.
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Weighing a move? Did you think of these factors?

If you’re thinking of relocating your business, make sure to consider all alternatives, costs and consequences.
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