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Inside this Issue: 

If it isn’t broke, don’t fix it!! 

 As many of you are aware, there is talk at the 

Capitol of pension reform and the consolidation of the 

state retirement systems, as well as the systems’ boards 

of trustees.  The Oklahoma Police Pension and Retire-

ment System (“OPPRS”) believes it is important to 

make our members, member employers, and the general 

public aware of the facts surrounding these issues.   

 To begin, it is imperative to understand that the 

OPPRS is a financially stable and well-funded retirement system.  From a relatively 

modest beginning in 1981 of less than $68 million in net assets and a funded ratio of less 

than 18% to today, where your pension system, holds almost $2.0 billion in net assets 

and has a funded ratio of over 90%,(thereby making it the top funded system among the 

five major state retirement systems in Oklahoma).  The OPPRS Unfunded Actuarial Ac-

crued Liability (“UAAL”) was valued at $200 million, which accounted for only 1.7% 

of the total $11.6 billion UAAL for all Oklahoma state retirement systems combined.*  

Simply put, this means that the OPPRS accounts for less than 2 cents of every dollar 

making up the combined unfunded liability for all Oklahoma state retirement systems.        

 Over the past twenty-seven years, the OPPRS investment portfolio has produced 

an annualized return of 8.4%, which is well above the 7.5% actuarial assumed rate of 

return.  Over the past ten years, the risk of the portfolio has been lower than 98% of all 

funds with similar equity allocation, while the risk adjusted returns have been greater 

than 93% of similar funds.  The total investment management cost has been 17% lower 

than the average of similarly positioned institutional investment portfolios.  In layman’s 

terms, the OPPRS has historically outperformed its expected rate of return by more than 

10%, while exposing itself to 24% less market risk compared to similar funds.**  

 There has been much discussion regarding the potential cost savings associated 

with the consolidation of the state retirement systems and boards.  Proponents of consol-

idation have estimated the potential cost savings would be at least 15% of $80 million to 

$100 million annually.***  The combined administrative costs for all state retirement 

systems for 2012 totaled $13.9 million.   
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 A 15% reduction in these annual costs would only save $2 million, which means any additional cost savings 

would have to come from the reduction of investment expenses.  Since 1981, the OPPRS Board of Trustees has directed 

investments to ensure the financial stability of the fund by implementing strategies to meet the actuarial assumed rate of 

return with the minimum amount of market risk.   

 One key to the Board’s success has been its ability to properly diversify the fund over many asset classes, which 

has also helped to protect the fund during economic downturns.  Exposure to these varying asset classes comes at a 

price, which results in higher fees.  The only way to significantly reduce investment costs would be to decrease the di-

versification of the fund, making it more susceptible to economic downturns and less sustainable in the long term.  In 

the years following the recent economic recession, it has become apparent that market instability is now present more 

than ever, and that protection against market downturns is as important, if not more important than solely focusing on 

returns and fees.   

There are seven important points in this article that we would like for you to use when discussing this issue with 

your family, friends, elected officials and others: 

 

1. the OPPRS is the most well funded large plan in the State of Oklahoma; 

2. the funded status of OPPRS is 93% as of 7/1/11; 

3. the OPPRS Board of Trustees have historically implemented the investment portfolio in a much more risk 

averse (less risk) manner than the other State of Oklahoma systems that are not nearly as well funded: 

4. from 9-1-1985 through 12-31-2012, (the past 27 years), the OPPRS investment portfolio has produced an 

annualized return of 8.4% per year, which far exceeds our actuarial assumed return of 7.5% per year; 

5. the 10 year portfolio risk of the OPPRS is lower than 98% of all funds with a similar equity allocation 

(meaning that our portfolio risk is better than 98% of all pension systems with a similar equity allocation); 

6. the 10 year risk adjusted returns of the OPPRS are better than 93% of all pension funds with similar 

equity allocations; 

7. the total investment management cost is well below the average of similarly positioned institutional invest-

ment portfolios (64.9 basis points versus 79 basis points) 

 

The funded status of 93%, risk lower than 98% of all pension funds, and risk adjusted returns that are better 

than 93% of all similarly situated pension funds are evidence as to the soundness of the long term investment approach 

implemented by your pension system’s Board of Trustees.  Your pension system’s staff, consultants and Board of Trus-

tees are doing it right and have been doing so for more than 30 years! 

 

The bottom line is that the old adage, ”you get what you pay for” has proven true for the OPPRS.  Our Board of 

Trustees has followed financially prudent investment principles to ensure the stability and sustainability of the fund.  

While the implementation of particular strategies, like increasing asset class diversification, results in higher investment 

fees, the end result is a financially healthier, stronger, and better protected retirement system.  The fact that the OPPRS 

has outperformed its actuarial assumed rate of return while assuming far less risk compared to similar funds over the 

course of nearly three decades proves that these strategies work.  Meaningful pension reform should focus on imple-

menting financially prudent long term investment strategies to meet each retirement system’s specific objectives.  Since 

each retirement system has its own unique set of considerations, assumptions, and expectations based on the characteris-

tics of its members, the consolidation of these uniquely designed systems is not the answer.   
Sources: 

*2012 OK State C.A.F.R. 

**Asset Consulting Group Report 

***O.E.R. 2/28/13 
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Source:  US Department of Labor, Bureau of Labor Statistics  http://www.bls.gov/news.release/empsit.t15.htm 

Bureau of Labor Statistics 

Unemployment Data 

Measure 

Not seasonally  

adjusted Seasonally adjusted 

Mar. 

2012 

Feb. 

2013 

Mar. 

2013 

Mar. 

2012 

Nov. 

2012 

Dec 

2012 

Jan. 

2013 

Feb. 

2013 

Mar. 

2013 

U-1 Persons unemployed 15 weeks or longer, as a per-

cent of the civilian labor force 
4.9 4.3 4.3 4.6 4.3 4.3 4.2 4.2 4.1 

 

U-2 Job losers and persons who completed temporary 

jobs, as a percent of the civilian labor force 
4.8 4.6 4.3 4.5 4.1 4.1 4.3 4.2 4.1 

 

U-3 Total unemployed, as a percent of the civilian labor 

force (official unemployment rate) 
8.4 8.1 7.6 8.2 7.8 7.8 7.9 7.7 7.6 

 

U-4 Total unemployed plus discouraged workers, as a 

percent of the civilian labor force plus discouraged work-

ers 

8.9 8.6 8.1 8.7 8.3 8.5 8.4 8.3 8.1 

 

U-5 Total unemployed, plus discouraged workers, plus 

all other persons marginally attached to the labor force, 

as a percent of the civilian labor force plus all persons 

marginally attached to the labor force 

9.7 9.6 9.0 9.6 9.2 9.4 9.3 9.2 8.9 

 

U-6 Total unemployed, plus all persons marginally at-

tached to the labor force, plus total employed part time 

for economic reasons, as a percent of the civilian labor 

force plus all persons marginally attached to the labor 

force 

14.8 14.9 13.9 14.5 14.4 14.4 14.4 14.3 13.8 

NOTE: Persons marginally attached to the labor force are those who currently are neither working nor looking for work but indicate that they 

want and are available for a job and have looked for work sometime in the past 12 months. Discouraged workers, a subset of the marginally 

attached, have given a job-market related reason for not currently looking for work. Persons employed part time for economic reasons are 

those who want and are available for full-time work but have had to settle for a part-time schedule. Updated population controls are intro-

duced annually with the release of January data. 

Remember to keep us updated with your  

current mailing address!!!! 

 

Forms available on our website: 

www.opprs.ok.gov or by calling our 

office at (405) 840-3555. 

1099’s will be mailed in January 

http://www.opprs.ok.gov
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Pension Fund Objectives and Good Governance 

 

 Good governance of pension assets requires fiduciaries to have a long term outlook that is consistent 

with the long term nature of the liabilities. The OPPRS has a detailed Investment Policy Statement that out-

lines the System’s investment objectives, philosophy and process by which the System intends to reach its 

stated objectives over time. The primary objective and purpose of any defined benefit plan is having sufficient 

assets to meet current and long term liabilities. Attaining this objective requires a thoughtful plan and process 

that involves saving, investing and spending.   

 

 The investment policy of the Oklahoma Police Pension & Retirement Board has been developed from 

a comprehensive study and evaluation of many alternatives investigated.  The primary investment objective of 

the System is to implement a plan of action which will result in the highest probability of maximum invest-

ment return from the Fund's assets available for investment within an acceptable level of risk.  The cornerstone 

of the policy rests upon the proposition that there is a direct correlation between risk and return for any invest-

ment alternative.   

 

 Meeting the Fund's investment goals finances an optimal package of retirement benefits for the mem-

bers of the Oklahoma Police Pension & Retirement System and maximizes the utilization of the employees' 

contributions and the State's contributions. A central tenet to the philosophy that the Oklahoma Police Pension 

Board has adhered to for many years is a focus on risk and specifically portfolio volatility. The Oklahoma Po-

lice Pension & Retirement System is the most well funded of the large State Systems in Oklahoma as a result 

of the good governance practices and strategies implemented by the Oklahoma Police Pension & Retirement 

System Board of Trustees. The focus on portfolio volatility has served the System and the State of Oklahoma 

well over the years as is evidenced by the fact that the System is 93% funded as of June 2011.  Comparing the 

State pension systems in Oklahoma on any measure other than funded status is inappropriate. Funding the ob-

ligations promised to participants is the primary objective of any pension system. Over the course of the last 

27 years the System has generated an 8.4% annualized return which is well in excess of the 7.5% target rate of 

return for the Fund. Over the last ten years the risk within the investment strategy as measured by the volatility 

of the assets is less than 98% of institutional investors with a similar allocation to equities, and the Risk Ad-

justed Returns which measures how efficient the portfolio is being managed is better than 93% of institutional 

investors with a similar allocation to equities. The Oklahoma Police Pension & Retirement System Board of 

Trustees recognizes the importance of growing the assets over time but has purposely pursued a course of ac-

tion that is less risky (volatile) than other less well funded systems that need to take on more risk in order to 

attempt to move toward the level of financial soundness that the Police Pension System finds itself in today 

through years of good governance. 

 

Consultant’s Corner 

This is a regular feature in the newsletter from Asset Consulting Group, the financial consultant to the Oklahoma Police 

Pension and Retirement System. 



 

 

1001 NW 63rd Street, Suite 305 

Oklahoma City, OK  73116-7335 

CONTACT OPPRS 

Mailing Address: 

Oklahoma Police Pension & Retirement System 

1001 NW 63rd Street, Suite 305 

Oklahoma City, OK  73116-7335 
 

Local Phone:  (405) 840-3555 

Toll Free Phone:  (800) 347-6552 

Fax:  (405) 840-8465 
 

Website:  www.opprs.ok.gov 

This publication, printed by the Department of Central Services, Central 

Printing, is issued by the Oklahoma Police Pension and Retirement Sys-

tem as authorized by its Executive Director.  Seven thousand eight hun-

dred copies have been printed at a cost of $5,124.90.  Copies have been 

deposited with  the Publications Clearinghouse of the Oklahoma  

Department of Libraries. 

This newsletter is for informational purposes only.  Individual 

requirements and benefits may differ, depending on circumstances.  

Consult the plan provisions or OPPRS for detailed information. 


