Case Statement for Increasing the Annual Assessment to $600
Overview

The Sunset Lake Association’s annual assessment has remained $500 since 2018, despite
significant increases in the cost of materials, labor, insurance, utilities, and essential lake
management services. This assessment has historically been designated for use in the general
fund operations ($350) and the lake and dam restricted account ($150).

To maintain the quality, safety, and long-term sustainability of our community, the Board
recommends increasing the annual assessment to $600, effective for the upcoming fiscal year.
These additional funds will be allocated directly to the general operating budget, strengthening our
ability to meet ongoing needs without deferring maintenance or reducing services.

Under Section 2: Assessments of the Association Bylaws, any change to the annual assessment
must be approved by a two-thirds (2/3) vote of the members present at a special or annual meeting,
either in person or by official absentee ballot. The Board is presenting this increase in accordance
with that requirement and is providing this statement to ensure members have clear, transparent
information prior to voting.

Inflation & Buying Power

Since the last adjustment in 2018, inflation has steadily eroded the purchasing power of the
assessment. Based on national inflation data, $500 in 2018 is equivalent to roughly $645 today. In
practical terms, the Association is operating with about 77% of the buying power it had eight years
ago. Holding the assessment flat for this long has been beneficial to members, but itis no longer
financially sustainable.

Rising Operating Costs

Our general operating costs continue to escalate. Key cost drivers include:

¢ Maintenance materials (lumber, concrete, gravel, hardware) have increased nationally 25—
40% since 2018.

e Contracted services (mowing, road grading, tree removal, dock and shoreline work, etc.) have
risen 20-35%.

¢ Insurance premiums and utility costs continue to trend upward annually.
These increases affect the general operating budget directly. Without an adjustment, the
Association risks falling behind on essential, regular upkeep, emergency repairs, and long-term

infrastructure planning.

Even With the Assessment Increase, a Shortfall Remains

While raising the annual assessment to $600 strengthens the operating budget, it does not fully
eliminate the projected shortfall for the 2027 fiscal year. To responsibly balance the budget, the
Board is recommending the use of $23,390 from the Association’s reserve fund. These reserves
have accumulated over several years due to careful budgeting and underspending in certain
categories.
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Importantly, drawing this amount from reserves will still leave the Association with an appropriate
and healthy reserve balance, ensuring we remain prepared for emergency repairs, storm damage,
infrastructure failures, or other unanticipated expenses. This approach allows the Association to
meet current needs without imposing a larger assessment increase on members this year.

Why $600 is being Recommended

A $100 increase does a number of important things. It:

* Restores a portion of the lost buying power without placing the full burden on members in
2027.

¢ Strengthens the operating budget enough to maintain necessary service levels.
* Reduces the amount that must be drawn from reserves.
* Helps the Association avoid larger, more disruptive increases in future years.

* Provides a stepped approach to additional assessment increases that will likely be necessary
in the coming years as excess reserve funds are drawn down to a fiscally appropriate level.

e Supports responsible stewardship of shared assets, including roads, common areas,

shoreline, and water quality.

Even with the increase, the assessment remains below the inflation-adjusted equivalent of the
2018 rate, which aligns with the Board’s commitment to balancing fiscal responsibility with
affordability.

Continued Commitment to Transparency & Stewardship

The Board remains committed to clear communication, responsible budgeting, and long-term
planning. Increasing the assessment now — paired with a measured, responsible use of reserve
funds — ensures that Sunset Lake remains safe, well-maintained, and financially stable for all
members.

Board Recommendation

The Board unanimously recommends approval of the proposed 2027 budget, which includes an
increase in the annual assessment to $600 and the limited use of reserve funds. Because the
budget incorporates the assessment increase, Section 2: Assessments of the SLA Bylaws requires
approval by a two-thirds (2/3) vote of the ballots cast at the meeting or voting by official absentee
ballot.
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