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· Between 95% and 99% of the financial improvement in the Oklahoma Public Employees Retirement System (OPERS) can be attributed to the passage of HB 2132. Oklahoma has a very long history of granting ad hoc cost-of-living-adjustments (COLAs). This practice was so consistent that beginning in the 1990s, OPERS began including a COLA assumption in the calculation of the pension liability. Last session the legislature passed HB 2132, which prohibits the state from granting COLAs unless the benefit is fully funded at the time of authorization. As a result of this measure, the COLA assumption was removed, the liabilities of the state pension plans decreased, and the funded ratios of the plans increased. 
· The OPERS funded ratio increased from 66.0% to 80.7% between June 30, 2010 and June 30, 2011. The unfunded liability of the plan decreased from $3.2 billion to $1.5 billion over the same time period. If all plan assumptions are met and the system collects at least 19.38%, OPERS will be 100% funded by 2027. The system currently collects 20.0%.

· The funded ratio of the Uniform Retirement System for Justices and Judges (URSJJ) increased from 81.3% to 96.3% between June 30, 2010 and June 30, 2011. The unfunded liability of the plan decreased from $52.8 million to $9.2 million over the same time period. If all plan assumptions are met and the system collects at least 29.36%, URSJJ will be 100% funded by 2027. The system currently collects 19.5%.

See OPPRS-URSJJ Handout (presentation a).

Representative Randy McDaniel, Chairman
Pension Oversight Committee
randy.mcdaniel@okhouse.gov
· The editorial published in The Oklahoman outlines the forthcoming balanced budget amendment. Representative McDaniel discusses the relationship between balancing the state budget and having groups ask for significant benefit increases. 
· Representative McDaniel notes that the pension plans seem to have been excluded from the balanced budget requirement, as groups continued to ask for and receive benefit increases.
· Actuarial reports provide a good gauge of the benefits promised and their associated costs. Although markets and benefit levels may change from year to year, the actuarial reports provide an assessment of what the state must do to pay for the pension systems.
· The theme of Representative McDaniel’s balanced budget amendment, as outlined in the editorial, is that the state must pay for things. With respect to the pension plans, the state must match what is provided and promised with what is put into the plans.
· In differentiating the balanced budget amendment from HB 2132, Representative McDaniel noted that HB 2132 stipulated that the state would have to fund the most expensive future cost, cost-of-living-adjustments (COLAs), in full, at the time they are authorized. The balanced budget amendment would require that the state pay for past promises before promising additional benefits. 
See Rep McDaniel Handout (presentation b).
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· The funded ratio of the Teachers’ Retirement System of Oklahoma (OTRS) increased from 47.9% to 56.7% between June 30, 2010 and June 30, 2011. The unfunded liability of the plan decreased from $10.4 billion to $7.6 billion over the same time period. The status of the funding period also improved, moving from an infinite funding period, which is one in which the system is never projected to be fully funded, in the 2010 valuation to a 22 year funding period in the 2011 valuation. Assuming all assumptions are met, OTRS would reach an 80% funding level in 2025 and 100% in 2033. The Executive Director of OTRS noted that the system has not been in such solid financial condition since inception of the plan.
· OTRS receives funding from several dedicated revenue sources. While the assumptions in the actuarial valuation do not include future increases to the allocation of these revenues, the actuaries do assume that the revenue streams will grow over time. The growth rates used in these projections are based on historical growth trends for the respective revenue streams.
· The relationship between sick leave and retirement was discussed. Retirees may add an extra year of service into their retirement calculation when a certain amount of sick leave is accumulated. Some view this benefit as a reward for those who consistently show up to work which employers feel is critical to ensure that teachers approaching retirement don’t just call in sick for the last six months of work, disrupting the classroom. OTRS recognizes the costs associated with this benefit and acknowledges that eliminating the benefit would lower the normal cost and unfunded liability of the plan, but will leave policymaking to the legislators.

Steven Snyder, Executive Director

Oklahoma Police Pension & Retirement System

steven.snyder@opprs.ok.gov
· The funded ratio of the Oklahoma Police Pension & Retirement System (OPPRS) increased from 74.9% to 93.0% between June 30, 2010 and June 30, 2011. HB 2132 dramatically improved the funded ratio of the plan, and also significantly reduced the required state contribution, from $114 million in FY2010 to $31 million in FY2011.
· Provisions of the OPPRS plan can be found on page six of the handout.
· The Executive Director of OPPRS discussed the case of Baker vs. Oklahoma Firefighters Pension and Retirement System in the 1980s, wherein the Oklahoma Supreme Court declared that it was unconstitutional for the state legislature to have retroactively repealed an automatic COLA for firefighters and police officers. 
· OPPRS recognizes issues with the guaranteed 7.5%, especially when the market is down significantly. 

See OPPRS Handout 1 (presentation c) and OPPRS Handout 2 (presentation d).

Robert Jones, Executive Director

Oklahoma Firefighters Pension & Retirement System
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· The Executive Director of the Oklahoma Firefighters Pension & Retirement System (OFPRS) took the opportunity to respond to issues raised by the Oklahoma Council of Public Affairs on October 6, 2011. See the OFPRS Handout.
· The granting of disability benefits was discussed, including the specific situation of an officer who was granted disability for hearing loss. This officer went before the OFPRS Board of Trustees three times and was denied in the first two instances. The officer had accumulated sufficient evidence to meet statutory requirements by the third appearance before the Board, and was granted disability. 
· The funded ratio of the OFPRS increased from 53.4% to 63.7% between June 30, 2010 and June 30, 2011. When OFPRS was created, the system was 11% funded. The Executive Director acknowledged that small reforms may be necessary, but perhaps wholesale change is not. 
· The impact of tax credits was also discussed. The amount of insurance premium tax that has gone into the system exceeds the sum of employer and employee contributions. 
· The Executive Director expects to meet with members of the firefighter community to discuss various reforms and develop a consensus, after which recommendations will be delivered to Representative McDaniel. 
See OFPRS Handout (presentation e).

Ginger Poplin, Executive Director

Oklahoma Law Enforcement Retirement System

GPoplin@olers.ok.gov
· The funded ratio of the Oklahoma Law Enforcement Retirement System (OLERS) increased from 73.6% to 75.9% between June 30, 2010 and June 30, 2011. HB 2132 did not dramatically increase the OLERS funded ratio, as the system maintains an automatic cost-of-living allowance where eligible members are assumed to have their benefits increase by 3.25% per year. OLERS has discussed the elimination of this assumption with the actuary. Removal of the assumption would result in a funded ratio of 98%. 
· The percent of pay rate increased last year, as the number of active members decreased. 

· OLERS expressed a willingness to work on reforms to lower funding shortfalls that do exist.
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