
 
 
November 4, 2008                             
 
 
 
TO:   Phillip L. Nelson, City Manager 
 
FROM: John M. Lamerato, Assistant City Manager/Finance & Administration 
 
SUBJECT: Voluntary Separation Retirement Incentive Programs 
 
 
The preliminary projections for the 2009/10 City budget show an approximate $5 million 
short fall in revenues versus expenditures.   As one means to address this situation City 
management recommends City Council approve two Voluntary Separation Retirement 
Incentive Programs.  The goal in offering this type of incentive is to realize permanent 
efficiencies in staffing through re-assignment of remaining employees; combining like 
services; and helping to fund highly rated services while at the same time addressing 
some of our budgetary concerns. 

 
The cost benefit analysis attached to this report covers different scenarios based on the 
number of employees retiring under the incentive programs.  The first year’s savings 
takes into consideration actual savings of not replacing a given number of retiring 
employees, the time other positions will likely remain vacant and the cost to the 
retirement system. The 2

nd
 – 5

th
 yearly savings reflects the savings of not replacing a 

given number of employees vs. the cost to the retirement system. The 6
th

 – 30
th

 yearly 
savings reflects the savings of not replacing a given number of employees vs. the cost 
to the retirement system for health care. 

 
City management recommends a five-year funding recovery for pension benefits and 
thirty-year funding recovery for retiree health care benefits in line with our Other Post 
Employment Benefits (OPEB) report. Even though we have an over-funded pension 
plan, we are following the Government Finance Officers Association’s recommended 
practice of not allocating any actuarial surplus to finance the incremental costs of the 
retirement incentive.    
 
Following is a description of the two Voluntary Separation Retirement Incentive 
Programs. 
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Voluntary Separation Defined Contribution (DC) to Defined Benefit (DB) Program for 
Retirement 
 
The City of Troy has seen a reduction of taxable value of real estate which is adversely 
affecting the operating revenues.  City management predicts significant budget short-
falls for fiscal years 2010, 2011, and 2012. Operational expenses need to be reduced 
while continuing the effectiveness of City services. 

 
In order to reduce operational expenses and simultaneously restructure the City’s 
operations, it is suggested to provide a voluntary separation DC to DB program for 
those who are eligible to retire.   
 
City management has come up with a plan supported by the Troy Command Officers 
Association (TCOA) bargaining team on a retirement incentive program that would 
permit current TCOA DC members who are eligible to retire as of December 31, 2008 
to revert back to the DB plan with their pension based solely on their accumulated DC 
account balance, as long as they retire by December 31, 2008.  Approximately 13 
TCOA employees are eligible to retire as of December 31, 2008. 

 
During contract negotiations with the TCOA the topic of retirement incentives was 
discussed and the DC to DB conversion and the Voluntary Separation Incentive 
Program are two measures City management would like to offer to meet the goals of 
reducing expenditures and re-organizing the department. 
 
The cost associated with the implementation of this program will be funded by 
employee DC funds (see the attached report from Gabriel Roeder Smith & Company). 
 
Voluntary Separation Incentive Program for Retirement 

 

In order to reduce operational expenses and simultaneously restructure the City’s 
operations, it is suggested to provide a Voluntary Separation Incentive Program for 
Retirement for those who are eligible to retire.  Approximately 69 City of Troy 
employees are eligible to retire and 24 are eligible for early retirement.  
 
The cost associated with the implementation of this program will be absorbed by the 
Employee Retirement System.  See attached report from Gabriel Roeder Smith & 
Company. 
 

As always, if Council has any questions or requires further clarification, please contact 
us. 
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