
KPOA 2018 Financial Review & 2019 Budget

The Kala Point Owners’ Association will end 2018 in a secure and well-funded position.  As 
of October, with two months to go until the close of our fiscal year, we project a budget surplus of 
about $13,585 (2.7%). This surplus will be applied to your 2020 assessment.   

Reserves and the projects that they fund continue to be an important part of our overall 
financial health.  We have also had a very successful year managing our reserve projects.  Most 
projects were completed for less than the cost projected in the original reserve study. We expect 
the total reserve expenditures to be $11,500   (6.3%) below the 2018 budget.  

Operating Budget 

For 2019, we will have an increase in operating expense of 8.4% over the 2018 year-end 
estimate. We continue the philosophy of building a tight budget, and then managing our day-to-
day expenses to come in at, or below that expense goal. The most significant increases are in 
salaries and benefits, accounting for about 60% of the change.  The other parts of the increase are 
in utility rates, the required 2019 reserve study, and committee budgets.  The Board of Directors 
feels that the increases in salary and benefits are important to maintaining our experienced staff 
with a minimum of turnover.  We have consciously increased budgets for emergency 
preparedness and first aid committees as we expand our planning for potential natural disasters. 

Reserves Budget 

Our reserve position continues to be very healthy.  The enclosed Reserves Cash Flow Budget 
sheet shows reserve expenditures during 2018 and those planned for 2019. The reserve 
contribution for 2018 was $168,000 and it will remain the same for the 2019. We plan an inflation 
rate of 2.5% for our reserve projects.  Because of low current yields on Reserve Fund 
investments, the interest income is planned at 1.5%.   We have a plan that extends 30 years into 
the future, with a projected balance that never drops below a NPV (net present value) of 
$200,000. This plan ensures that our reserves are fully funded.  We again will be contracting with 
a professional to conduct a full reserve study in 2019. This is part of our ongoing planning and is 
conducted every three years. 

As we replace assets, we look for equipment that is more efficient.  In 2018, we replaced the 
pool heating system with a heat pump that is significantly more efficient.  The result is a utility 
savings of approximately $2,000 per year while maintaining pool temperatures at target levels.   

Impact of Potential Access Control Changes 

The Board of Directors is considering potential changes for controlling automobile access 
through the main gate.  The goal of the change would be to eliminate the current practice of “Tail 
Gating” for unauthorized entry.  One element of the decision process will be a survey of our 
owners. It is likely the decision will not be made until first quarter of 2019.   

Because no decisions have been made, we are recommending a budget that does not include 
any impact on the operating budget.  We have included money in the reserve plan to pay for a 
new gate if that is the decision of the Board.  If the decision is to utilize an occasional guard to 
control access, we will manage the increased cost through the utilization of contingency funds as 
we did in 2018.  If the decision is to leave access control as it is today, it would have no impact on 
the operating budget and we would not spend the money reserved for the gate.  With the budget 
structured in this way, any decision on the gate will not impact on our 2019 assessment. 



2019 Carryover (from 2017) 

For 2018, we applied a carryover from 2016 of $62.00 for each LHC (Lot, Home, or 
Condominium Unit) and $5.00 for each Timeshare unit (TS). In 2018, we have a lower carryover 
of $41.00 for LHC units and a carryover of $6.00 for TS (from the 2017 budget).  This decrease 
in carryover is a significant factor driving the increase in 2019 assessments for each LHC.  It is 
important to note that we are not permitted by law to accumulate excess funds from the operating 
budget.  Any excess must be returned to the owners, either in the form of direct payment, or 
through reduction in assessments. 

The Bottom Line 

In summary, the Board of Directors, General Manager, and the Finance Committee are 
pleased that we have created a tight budget that serves your needs and is in accord with State 
regulations for Reserve Funding plans.  The 2019 budget results in regular assessments of 
$934.00 (+$74.00 or 6.4%) for each LHC and $228.00 (+$16.00 or 7.5%) for each timeshare 
(TS). We will continue to closely monitor and review our expenditures in the coming years.   

Last year I included the following statement: “Because of the windfall we received in 2016, 
you are seeing a reduction in your 2018 assessment for LHC.  Unfortunately, that reduction is a 
one-time event and you can expect assessments to return to higher levels in 2019.” The increases 
you see in the 2019 budget are the results of the increases in operating budget, and that one-time 
windfall going away. 

In the past few years many homeowners associations have found themselves in financial 
difficulty.  We should all take pride in the fact that KPOA has never had a special assessment.  
However, it is important to continue investing in and maintaining Kala Point as a premier 
Owners’ Association to support the value of your homes and properties.  

 
John Oliveira 
Chief Financial Officer 
Kala Point Owners’ Association
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