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Amortization Period for ERIP UAAL 

~ Current policy is 30 years for benefit improvements 

~ Model practice is linked to member demographics 
»Average future service or life expectancy 

» 15 years is typical for a general benefit improvement 

~ Special considerations for ERIPlWindow benefits 
» Linked to period of ERIP savings, typically 3-5 years 

» See GFOA Recommended Practice, 2004: 
''The incremental costs of an ERI should be amortized over a 
short-term payback period, such as three to five years. This 
payback period should match the period in which the savings 
are realized" Slide 11 
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Amortization Period for ERIP UAAL 

~ Consider salaries that would have been paid to 
ERIP members if they had retired when assumed 
» Measure average, salary weighted Ilduration" 

~ Can also weight Groups/Scenarios by UAAL 

» Link amortization period to that duration 

~ Under Alternative 1 Take Rates (2,229 ERIP members) 

» Average savings is from 4.3 to 5.1 years of salaries 

~ Under Alternative 2 Take Rates (2,763 ERIP members) 

»Average savings is from 4.7 to 5.4 years of salaries 
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Alternative ERIP Amortization Costs 

~ Alternative 1 Take Rates (2,229 ERIP members): 
~ UAAL Increase: $250 million 
Amortization period: 15 10 7 5 3 
Amortization cost: 1.07% 1.51 % 2.09% 2.86% 4.66% 

~ Alternative 2 Take Rates (2,763 ERIP members): 
~ UAAL Increase: $354 million 
Amortization period: 15 10 7 5 3 
Amortization cost: 1.51 % 2.15% 2.98% 4.10% 6.70% 
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