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With a defined benefit plan, an employer promises its employees a certain 
payout in retirement. That payout is based on a preset (or defined) formula 
that accounts for factors such as length of service, age, and earnings 
history.

You'll typically see defined benefit plans offered by government and public 
agencies, though some for-profit companies continue to offer them as well. 
Generally speaking, defined benefit plans are funded exclusively by 
employer contributions, but in some cases, employees contribute a 
portion of their earnings.

When an employer offers a defined benefit plan, it is responsible for 
administering that plan and covering all of the costs involved. The employer 
is also tasked with making investment decisions and managing investments 
for the plan, and as such, any related risk is assumed by the employer.

DB vs. DC



WHY PENSIONS?

Job Recruitment

Good For Ensuring Retirement 
Security

Retired Public Employees Won’t 
Need Entitlement Programs Like 
“SNAP” 

Better For Taxpayers

Positive Economic Impact



State and local pension funds in 
Oklahoma and other states paid a 
total of $2.5 billion in benefits to 
Oklahoma residents in 2016. Retirees’ 
expenditures from these benefits 
supported a total of $3.5 billion in 
total economic output in the state, and 
$1.9 billion in value added in the state. 

$1.6 billion in direct economic 
impacts were supported by retirees’ 
initial expenditures. An additional $1.1 
billion in indirect impact resulted 
when these businesses purchased 
additional goods and services. $822.1 
million in induced impacts occurred 
when workers employed by 
businesses as a result of the direct 
and indirect impacts made  
expenditures.

Economic Impact of Oklahoma Pension Systems









PENSIONS FUNDED RATIO DUE TO COLA FREEZE



WHY WE OPPOSE A SWITCH TO 
DEFINED CONTRIBUTION PLAN

Conversion of Systems to 401(k) 
or defined contribution programs 
erodes retirement security for 
public sector employees

Actuaries have studied proposed 
401(K) transition plans in more 
than a dozen states. In each case, 
they  found that it comes with a 
hefty price tag -- millions or even 
billions in “transition” costs that 
are conveniently swept under the 
rug during political debate.



CONSOLIDATION: BETTING THE FARM

Consolidation puts over 30 billion in pension 
assets into the hands of a few political 
appointees, reducing opportunities for public 
accountability and oversight.

Similar efforts in other states have cost 
taxpayers millions of dollars in transition costs 
and fees.

Assuming the very best market conditions, 
combining the state’s pension boards would 
produce savings of one quarter of one percent. 
But a wide array of research shows that even 
these mere savings might never be realized.

Stakeholders have less input into consolidated 
boards.



IT’S NOT BROKE, LET’S NOT 
BREAK IT.

Bigger is not always better. Multiple pension boards allow for self 
determination and more flexible investment strategies tailored to 
the unique needs of each system. Consolidation is a risk 
Oklahomans simply cannot afford.

Moving employees into defined contribution systems will only 
increase the burden on taxpayers and leave retirees with 
uncertainty and risk. We can’t afford to repeat the mistakes of the 
past with our teachers,  first responders and other pubic servants.



Systems Are Doing Well and Improving! 



ONE-TIME STIPEND

The Legislature authorized a one-
time payment for many TRS retirees 
in HB 1340. This bill provides a 
“stipend” to members who were 
retired as of October 1, 2013. The 
amount will be 2% of the gross 
annual benefit up to a maximum of 
$1,000 to TRS retirees. It provides a 
minimum stipend of $350 for 
retirees who had at least 20 years 
of service credit as of their 
retirement. The law took effect 
October 1, 2018.



A Real Cost of Living Adjustment

Standard cost of living adjustments 
exist to alleviate budgetary issues 
caused by  inflation and elderly care. 
Retired teachers have not had a COLA 
for over 12 years. 

This means the skyrocketing costs of 
healthcare and everyday living 
expenses are bankrupting the 
participants in the systems.

Our coalition is pursuing a real COLA 
in the 2019 session via multiple pieces 
of legislation.



2019 LEGISLATIVE VICTORIES

HB 2304 passed the House 98-3 
in March. The bill provided a 4% 

COLA for retired public 
employees who have not 

received one in over a decade. 
The Senate sent the bill out for 

an actuarial analysis on a 2% 
COLA. The House responded 
with their own analysis of a 4% 

COLA. Both analyses are 
expected in December 2019.



Q & A


