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Official Financial Planners for the United Mesa and Tempe Firefighters





The DROP Zone


Is DROP Hurting our Pension Fund? 


Mike Galloway, Financial Planner (Retired Mesa Police Lieutenant)





�





Thanks for the many retirement party invites, I certainly had my share of cake last month!  During these retirement parties, several conversations revolved around this question, “Is DROP hurting our Pension Funds?”  





First, let me state that I have found no evidence to support this concern. 





I have heard the arguments…too many people are not paying into the fund because they are in DROP, and the rollovers are hurting the system.   





The pension system is based on contributions from employees, employers and fund performance.  





While there is a pension obligation for each member of the system that grows as employees increase their high three years income average and time in service, these liabilities cease as the employee enters DROP.  The benefits earned are either directed to the employee’s pocket (no DROP) or a DROP account; it’s all the same to the pension system.  In addition, while you are in DROP a new pension obligation does not occur until a new employee is hired.








Now there is interest paid on DROP money but the percentage is regulated by the Fund Manager, based on anticipated rates of return.  This protects both the pension system and members.  Our system has numerous check and balances in place to which are overseen by the Fund Manager.





In conclusion, the only negative I see to DROP is that I consumed more than my share of cake and punch during the month of June than I should have.





Did you know?





You can learn more about your Public Safety Pension Retirement System (PSPRS) on their website at � HYPERLINK "http://www.psprs.com" ��www.psprs.com�.  Take some time to check out this website. I think you will find it informative.  In addition, both my staff and I have always found PSPRS employees to provide professional client service in the most courteous manner. 





Please call us with any questions at 480.325.8668.





                                                    July 2006
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Our Mesa Office


1930 N. Arboleda, Suite 117


Mesa, AZ, 85213





480.325.8668





To subscribe or unsubscribe, please email us off our website at � HYPERLINK "http://www.GallowayLLC.com" ��www.GallowayLLC.com� or contact us at 480.325.8668





� HYPERLINK "http://www.GallowayLLC.com" ��www.GallowayLLC.com�
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