CITY OF RAPID CITY

RAPID CITY, SOUTH DAKOTA 57701-2724

Office of the Mayor
300 6th Street
605-394-4110
E-mail: mayorsoffice@rcgov.org

December 12, 2016

Rapid City Common Council
300 6th Street
Rapid City, SD 57701

Re: Retirement Incentive
Dear Council Member:
The window for City employees to apply for the City’s retirement incentive is now closed.

Approximately 90 City employees were eligible for retirement under the South Dakota
Retirement System. Eighteen (18) employees took advantage of the retirement incentive (three
months of pay) which was about half of what | expected. Even so, 18 City employees totaling
487 years of service have either retired or will retire prior to January 1, 2017.

As the attached chart indicates, the three month incentive paid to the employees equated to
$330,220.80. The average annual savings expected is $303,393.57. As predicted, it will take
approximately one year to recoup the three month incentive payout, then the City will reduce its
payroll for these 18 positions by approximately $300,000 annually.

These calculations work on the assumption that when a senior employee leaves a City
department, the opportunity for upward mobility is created. Between one and several employees
have an opportunity for advancement, but ultimately the new replacement employee for each
department will be a line level employee at the lowest starting wage. This assumption holds true
with the possible exception of bringing in someone from the outside to fill the position vacated
by one of the 18 retiring employees. At this point, this is not expected to occur with any of the 18
replacements.

The other possible exception to the calculation is that sometimes line level employees are not
hired at step one. Department directors have some discretion and may hire up to step seven
with the mayor's approval. This option may be exercised when the employee has notable
experience or training that would benefit the City. All in all, most incoming City employees are
hired at step one; however, the attached chart depicts the difference between a step one
starting wage and a step seven starting wage. The average savings of these differences can be
found in the final column, and that is where the $303,393 figure comes from.
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| believe the retirement incentive was a success even with the lower than expected number of
employees taking advantage of it. It is possible this program could be offered sometime in the
future, but at this point | have no intention of doing so. | would like to thank the Council
members for allowing this retirement incentive program to move forward. | tend to believe there
are no single issues within City operations that can be cut resulting in tens of millions of dollars
in savings. However, | do believe there are a number of opportunities, such as in this case, that
allow us to save tens of thousands or hundreds of thousands of dollars.

If you have any questions or would like further information, please do not hesitate to contact me.

Sincerely,

eve Allender, Mayor
Rapid City, South Dakota
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