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Health care rate increases have been especially severe for SLGs since the av-erage public sector employee is older than his or her private sector counter-part. Also, unlike the private sector, public sector employees retire at an ear-lier age and often continue to receive similar health care benefits as currently active employees.
The pending enactment of GASB Statement No. 45, Accounting and Finan-cial Reporting by Employers for Post-Em-ployment Benefits Other Than Pensions,further intensifies the need for SLGs to effectively manage their health care costs.1 Similar to the private sector, this new standard will require SLGs to re-port health care costs on an accrual basis (versus the current cash basis) be-ginning as early as calendar year 2007. Similar to pension accounting, the ac-crual basis will require SLGs to record the cost of retiree health care benefits that current employees are earning as an expense on their financial state-ments (versus only requiring current payments to existing retirees as an expense on their financial statements). As a result, pre-funded balances and reported health care expenditures will increase dramatically. As taxpayers become more aware of the magnitude of SGL health care costs, they may en-courage elected officials to develop a cost-containment strategy. 

In many cases, the only recourse an SLG has for covering rising employee health care costs is to raise taxes and/or cut other program expenditures. Un-fortunately, raising taxes is never a 

Similar to private industry, 

the cost of providing employee 

health care benefits has 

increased rapidly for state 

and local government entities 

(SLGs) over the past five years. 

At the same time, SLGs have 

found it difficult to raise taxes 

or cut other expenditures to 

cover these increased costs. 

Containing
Health Care Expendituresfor State and Local Government Entities

By: George R. Aldhizer III, Ph.D., CPA, CIA, CFE, and James D. Cashell, Ph.D., CPA
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By: Gil Crain, Ph.D., and 

Kenneth R. Schermann, CGFM, CPA

The purpose of this article is twofold. First, it will sum-

marize the results of recent research sponsored by the Gov-

ernmental Accounting Standards Board (GASB), as part of 

its fund balance project, to support deliberation on the proj-

ect’s issues. Second, the article provides a brief synopsis of 

the GASB’s Invitation to Comment, Fund Balance Reporting 

and Governmental Fund Type Definitions, issued in October 

2006, which was built on the research findings. 

GASB’s Fund Balance Project

This project originated after completion of the financial 

reporting model project in 1999, growing from concerns 

that some financial statement users were unclear about 

the distinctions between reserved and unreserved fund 

balances and the relationship between reserved fund bal-

ances and restricted net assets. Subsequently, an issue re-

garding the determination of net asset restrictions related 

to enabling legislation developed during the initial phase 

of implementing Statement No. 34, Basic Financial State-

ments—and Management’s Discussion and Analysis—for State 

and Local Governments. The project was formally added to 

the GASB’s technical plan for the final third of 2002 as a 

current research project.

A Current Look From 

A User’s Perspective

    Reporting
                     in State and Local Governments 

Fund Balance

ing a balance sheet for a government’s general 
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e government’s rainy day fund? How does it dif-

 “Fund Balance Designated for Contingencies”? 

 meanings be different if they were reported in 

revenue fund or a capital project fund? 
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be used in other parts of the world. Of special interest 
is articles on budgeting (budget planning, formulation, 
execution and reporting), accounting (commitment 
control and coding structures for managerial control), 
fully integrated information systems (linkages to the 
core modules by human resources, fixed assets, and 
purchasing systems), and auditing (internal auditing). 
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from the cash to the accrual basis of accounting using 
the International Public Sector Accounting Standards 
and extraction of data from the accounting system 
for reporting in the statistical system specified by the 
Government Finance Statistics Manual.  
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Winter 2007
Managing the Government

In the post-OMB Circular A-123 Appendix A 
environment, internal control and risk assessment are 
more than buzz words—they’re facts of life. Whether 
you work in federal, state or local government or 
as a private sector contractor, you are dealing with 
challenges that run the gamut from ethics to deficits, 

and from managing the boomer exodus to managing 
shrinking resources all while doing more with less. 
Innovative leadership has never been more critical as 
we navigate our way through these uncharted waters. 
What’s working? What isn’t? And how can government 
financial managers influence change? 

Writing Deadline: September 1, 2007

Spring 2008
Developing Government Accounting and Auditing 
Standards in Challenging Times

Accounting standards are mostly about “recognition, 
measurement and disclosure” of economic transac-
tions and events, while auditing standards are about 
evaluating the propriety of such accounting treatments 
in affording a “true and fair view” of performance and 
financial condition as reflected in the basic financial 
statements of entities. Nevertheless they do need to  
be aligned and standard-setters need to work in a 
more coordinated fashion. The Journal seeks articles 
on how the various standards-setting bodies can 
work together to better harmonize their efforts and 
provide cohesive accounting and auditing guidance 
that accountability professionals in the field can apply 
in a meaningful way.

Writing Deadline: December 1, 2007

Summer 2008 
Payment Integrity and Data Mining 

Governments spend billions of dollars annually on 
programs, services and other items. To help ensure 
accountability, governments need to know that these 
payments are valid, correct and meet compliance 
requirements. They also need to use data related to 
these transactions to manage effectively. The Journal 
seeks articles that address how governments can and 
do assure payment integrity and tools and techniques 
to manage their data strategically. 

Writing Deadline: March 1, 2008

Fall 2008
Accountability and Oversight:  
Who’s Minding the Store?   
 

Voters and elected officials often ask “who’s minding 
the store?” when it comes to government oversight.  
Explaining the layers and levels of oversight is critical 
for citizen confidence and for government to explain 
its work to taxpayers. Budgets, audits, reviews, and 
public records and meetings laws are among the 
important ingredients for accountability. Governments 
with approved budgets, independent audits, public 
reporting, and outside validation like bond ratings and 
national certificates have a lot to tell taxpayers—and 
these tools can help inform and add confidence to 
government processes for the lenders, taxpayers and 
voters who depend on it.  

Writing Deadline: June 1, 2008

Winter 2008
Has the Government Management Results Act 
(GMRA) Achieved Its Goals?

When government agencies started auditing their 
financial statements in the mid-1990s the goal was 
to improve government financial management by 
consolidating financial systems and becoming uniform 
across the government. More than 10 years down 
the road, it still takes a massive effort to come up 
with an auditable financial statement. Has GMRA 
achieved its goals? Do we have better federal financial 
management now than we did pre-GMRA? 

Writing Deadline: September 1, 2008
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