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To: 		 Mayor and Council

From: 		 Eric Johnson, City Manager

Date:		 May 31, 2024


Mayor and City Councilmembers:

I’d like to provide a few highlights on the FY 25 recommended budget:

First, no recommended millage change. We have preliminary data from the County regarding tax digest but that will be revised in June as they have knowledge of the extent of appeals. We would then adjust the budget we provide at your June Policy Work Session to maintain the existing millage. 

New positions are minimized, focusing on the three new police officers you recently approved, a communications officer, and recognize the eventual impact of added traffic officers on the need for another court clerk. There were new position requests that I am not recommending at this time: Clerk, HR, Cultural Arts, and IT. In each case, I want to ensure we are maximizing the use of existing resources before requesting additional ones. 

At this point, while we wait on implementation options for the salary study, we have covered existing salary costs and set aside about $1 million for merit increases and the salary study. Three years ago, the salary study implementation cost about $850,000 on an annualized basis and we implemented it part-way into the fiscal year to spread some of that annualized cost over two fiscal years. As we see the options for implementing this new study, we will manage the available funds. Keep in mind that we have already absorbed the cost of police salary increases earlier this year as well as the merit increases for other employees that were given in February, as well as the cost of some recent higher-cost hires.

Electric rates will not change other than the shift to higher base rates offset by lower charges per kilowatt hour that will take effect in November.

Solid Waste charges will increase by the CPI measure built into the Waste Management contract. The exact impact will be determined later this Summer as the annual CPI change is calculated and that will be built in before we finalize the budget.

We are reflecting the payments due from the Downtown Development Authority (“DDA”) for the purchase of 29 Jones Street. The City financed the DDA purchase over fifteen year – investing City funds to earn a rate of return of 5.5 percent.

We are assuming a 20% increase in business license revenue through a combination of increased compliance, and collection of charges for late payment. I know there is interest in changing to a different basis using taxable income rather than simply number of employees. We will have the opportunity to discuss that before the next round of license renewals. 

I also assume we will revisit homestead exemptions and the possibility of a new homebuyer incentive later this year that will not affect FY 25 revenues. 

New capital projects will focus on vehicle replacements, and vehicles for new police positions. For two detective vehicle replacements, we plan to move to Toyota Camry hybrids – with 52 mpg. As we replace an aging full-size pickup, Code Enforcement will add another Ford Maverick hybrid. These replacements reflect an ongoing commitment to sustainability. With high cost increases by Ford for Explorers, we will shift to more cost-effective Dodge Durangos for replacement patrol vehicles. We have downsized a truck in Public Works but have a necessary replacement. We also anticipate a vehicle replacement in Norcross Power. 

As we progress through the Summer, I want to revisit previously approved projects to identify any funds remaining from completed projects that can be reinvested into new projects. There are a few potential projects including added improvements at the Community Center, and whether to expand our livestreaming capabilities, to consider before we put the budget to bed in August.

Once we have recommendations from the Parks Greenspace and Trails Master Plan,  specific projects can be identified from SPLOST funds dedicated to recreation. 

We will be capturing every opportunity to invest cash into the Public Safety Building to reduce the need for long-term debt -- and that will continue until we have no option but to use the Urban Redevelopment Authority to access future SPLOST funding and then finance the balance of the project using long-term debt that relies on school zone and other revenues. Applying cash to the cost of construction reduces the future annual debt payments much as a larger down payment on a mortgage reduces future mortgage payments. The building will generate future maintenance costs so the strategy to reduce debt payments is important to balancing future budgets. 

I previously advised that Court fines would increase on July 1, based on action by the Judge. 

I believe we are building a strong management team and will achieve a much more proactive approach to issues related to finance, facilities and other infrastructure, planning, and Norcross Power to match the professionalism we’ve had in our public safety functions and other areas.

We shifted to a plan year for healthcare that runs from January through December. We have assumed a 5% increase in the City’s cost in FY 25, which would cover an increase in January of 7.5% for the remaining eight months of the FY 25 fiscal year. It is far too early to know if we can hold premium increases to that level, but we have done a good job in recent years of holding down costs for the City and our employees. 

There is no OPEB contribution (“Other Post Retirement Benefits” excluding retirement ) budgeted in FY 25. I’d suggest we revisit that when the books close for FY 24 and consider using part of any surplus to make a contribution. We also have the potential to make a future contribution from the Electric Fund since part of our liability is based on employees in that Fund. By capping enrollment, having retires contribute a growing share of their cost of coverage,  and making a significant deposit into our trust fund ($2.5 million committed to date), I expect our liability to shrink as subsequent annual actuarial reports are provided – unless healthcare costs shoot up.

No new events are funded but we are prepared to discuss where there are low-turnout events that might be converted to virtual events with pre-recorded content to free up capacity for another event. With Red, White and Boom’s timing next year, we expect to have 7 Summer Concerts. That allows a little more to spent on those concerts. We have been looking into an International Night Market that would address cited interest in an international event as well as interest we have heard in a Christmas Night Market. Doing so relies on it working for the group that organizes those types of events.  We do plan to increase the price of attending our Father-Daughter dance given the high cost per participant -- $37 per attendee this year for each of 83 attendees. The proposal is to increase our fee from $6 per couple to $35. That would still have the City subsidizing 55% of the projected cost as we increase available attendance to allow 120 attendees. 

I appreciate the efforts by our Finance Director, Toni Jo Howard, and assistance from our Assistant to the City Manager, Charlene Marsh, as they wrap up the materials for your discussion. 
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