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The DROP Zone

A Clear and Present Danger

by Mike Galloway, Financial Planner (Retired Mesa Police Lieuteriant)

The GASB (Government Accounting
Standards Board) has enacted two new
policies, known as Statement 43 and
Statement 45. The rules basically state
that government entities will have to play
by the same rules as corporations in re-
gards to disclosure of future healthcare
benefit obligations

Prior to 1990, corporations in America
were not required to publicize their fu-
ture retiree healthcare benefit obliga-
This made it very difficult for a
potential investor to determine the fi-
nancial health of the company. In 1990,
regulations changed to require corporate

tions

disclosure of this information. Shortly
thereafter many corporations drastically
reduced or eliminated refiree healthcare
benefits

In overview, government agencies must
disclose their future “other post-
employee benefits” (OPER). OPEB
benefits traditionally have flown under
the radar screen and have not been on
the cities balance sheets. Cities merely
budgeted the amount of money they

need for each year regardless of the fu-
ture debt that lay ahead.

The problem is this, now the govern-
ment is required to calculate these obli-
gations. Even the cities with a popula-

tior of 150,000 are finding that sometimes
these obligations are runmirg to the hun-
dreds of millions of dollars

How does this affect you. The sgency
which you work for will need to begin
implementation of Statement 43 and
Statement 45 starting next summer, or
over the next few years, depending on the
size of the city.

Cities across the country, including here
in Arizona, are looking at making reduc-
tions to OPEB. A potential problem for
some cities is that the ratio of active em-
ployees to retirees could become inverted,
resulting with more retirees in the health-
care system than active employees. Across
the country, police and fire departments
are going to face pressure on their benefits
This may affect the benefits you receive
during vour retirement.

What are we doing..Gslloway Asset
Management, LLC has been working on
some innovative solutions to provide alter-
native funding sources for cities. Govern-
ment working together with employee
groups can minimize the effects on these
new rules
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TRIVIA CHALLENGE

Which U'S. President moved
Thanksgiving back a week to ex-
tend the holiday shopping seasor?

Be the first person to email
Kimberley@GallowayLLC.comwith the
correct answer andwin a gift card
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