THE PUDLIC EMPLOYEES
KETIREMENT ASSOCIATION
OF NEW MEXICO

2

1992-33
ANNVAL KEFOKRT




The PusLic EmpLoTEES
AETIREMENT A5S0CATION
of New Mexico

£

1992-93
ANNuAL ReroRT




Page

Administrative Section

HIghlIGhts ..o e 4

The PERA Board Members and Officials ..........c.coccceiniiiiinniii e 5

Letter from the EXecutive SECretarny ...........cccoccieiiiieiiiieeeee e 6

Letter from the Board Chairman ...........ccccooiiiiinieeene e 8

3 €211l I U T O U SOOI 9
Introduction

ADOUL PERA ..ot e e et e e e s e e 12

SEIVICES oivviiciiiieeieee e tee ettt e e e s e s b s enn e 15
Investments I

Investment INFOrmMation ... 18
Financial Section

Combining Balance Sheet - Pension Trust FUnds ..o, 22

Combining Statement of Cash Flows - Pension Trust Funds.............eeooeiiiiiiins 24

Combining Statement of Revenues, Expenses and Changes ..............ccceevvienne 26

Combining Statement of Changes in Assets and Liabilities .............ccccccernnn 29

ReVENUES DY SOUICE ..ottt 31
Actuarial Section

Letter of Certification ............coiroriii e 36

FUNGING POLICY ...veeereerieieiirersereesressenenersesesnaesssbtassseeessener e s sssressssnnsessssanessesnenssane 40

Judicial and Magistrates Retirement ..............cccccriiiiiiii e, 43




ADMINISTRATIVE




Participating employers ..........ccovieveeiiii e 597
ACHIVE MEMDEIS....cciiiiiiiiiiiieeeee e 45,299

Benefits paid:

Retirement benefits ........covveeeeeeeeeieeeeeeeeeeeen, $122,036,334
Contribution refunds ......o.coveeeeeee e, $14,915,454
Contributions:

Employer contributions .........ccccccvvviiiiieninee. $117,536,280

Member contribUtIONS ......covevvviiivieeeeeeeeeeeeenenns $70,616,459

AS SIS ..ot $3,041,082,847




— THE PUBLIC EMPLOYEES RETIREMENT POARD —

Constituted on June 30, 1993

Ex-Officio Members

Judicial Liaison

. R Joseph Baca
Stephanie Gonzales David W. King

Justice of the Supreme
Secretary of State State Treasurer Court
Elected Members

Ben J. Montoya, Chair Doug Crandall, Vice Chair Julie C. Garcia Emma C. Gonzales
State Treasurer's Office City of Albuquerque City of Albuquerque County of Bernalillo
State Member Municipal Member Municipal Member County Member

Anita Hisenberg Fred Lopez Jerry Rael Jerry Richardson Larry Ward

Department of Finance City of Santa Fe State Personnel Office Taxation and Revenue Albuquerque, New Mexico
and Administration Municipal Member State Member Department Retiree Member

State Member State Member

Officials of the Public Employees Retirement Board

Leo Griego, Executive Secretary
David W. Brooks, Assistant Executive Secretary
R. Lowell Gilbert, Assistant Executive Secretary
Alice E. Herter, Chief Counsel
Lorraine Ward, Acting Investment Director
Annette Maka, Comptroller

Monica Ontiveros, Special Assistant Attorey General

DI DD




T e e e )

LETTER FROM THE

EXECNTIVE SECKETARY

The Board and staff are pleased to present
the Annual Report of the Public Employees
Retirement Association of New Mexico (PERA)
for the fiscal year ended June 30, 1993. Although
we are proud of the achievements accomplished
this year, we intend to continue improving service

to our members and benefit recipients.

REevENUES

The revenues needed to finance retirement
benefits are accumulated through the collection
of employer and employee contributions and in-
come on investments. Contributions and invest-
ment income for the fiscal year totaled $437 million
for the Public Employees Retirement Fund; $3.6
million for the Judicial Retirement Fund; $1.5 mil-
lion for the Magistrate Retirement Fund; and $980
thousand for the Volunteer Fire Fighters Retire-

ment Fund.

ExPENSES

The primary expenses of a retirement sys-
tem are the disbursement of retirement and sur-
vivor benefits. Recurring benefit payments,
refunds of contributions to terminated em-
ployees and the cost of administering the asso-
ciation comprise the total expenses of the
association. Expenses for the reporting period
which ends June 30, 1993, totaled $143,215,579,
an increase of 9 percent over 1993 expenses.
Administrative expenses for 1993 were
$6,263,791. Revenues of $442,595,023 ex-
ceeded expenses of $143,215,579 by
$299,379,444 during 1993.

INVESTMENTS

The investment portfolio is a major revenue
source to PERA. Income from investments
amounted to $251 million which represented 57
percent of total revenues. The pension trust
funds total assets were calculated at
$3,041,082,847 which translates to an annual
rate increase of 23.51 percent. The actual in-
crease in investments at market value is17.3
percent. Proper funding and healthy investment
returns are very important to the financial sound-

ness of PERA. The ratio of investment earnings




to total revenue is evidence of the association’s

continued solid financial management.

Review oF ACTIVITIES

As Executive Secretary, my commitment is to
ensure that PERA provides responsive and qual-
ity service to all retirees and members, while im-
proving the actuarial soundness of the fund.

To accomplish these objectives, PERA is
working on several new administrative initiatives.
For instance, implementing a new automated
document imaging system, adding two new ben-
efit counselor positions, improving communication
with active members and retirees, increasing di-
versification. of PERA funds by investing interna-
tionally, and enhancing staff productivity by
streamlining internal procedures.

New Mexico’s retirement system, whichis one
of the best in the country, administers 23 different
pension plans covering state, municipal, county
and judicial employees and includes separate
plans covering police, fire fighters and state leg-
islators. PERA now has over 11,500 retirees and

approximately 44,000 active members.

ACKNOWLEDGMENTS

The compilation of this Report reflects the
combined efforts of the PERA staff under the
direction of the Retirement Board. It is intended
to provide reliable information as a basis for mak-
ing management decisions, determining com-
pliance with legal provisions, and determining
responsible stewardship of PERA's assets.

The Report is being provided to all affiliated
public employers which form the link between
the various Retirement Plans and their member-
ship. Employer cooperation contributes signifi-
cantly to the success of the systems. Hopefully,
PERA employers and their employees will find

this report both informative and helipful.

Respectfully submitted,

Leo Griego
Executive Secretary




CHAIRMAN

| am pleased 1o present this Annual Report
to PERA's members, retirees and the public at
large. As you may know, PERA has experienced
substantial growth during the past few years. This
Report contains our most recent history. itis help-
ful, in addition, to examine this information over
time. For example, the value of PERA's assets
tripled during the past eight years, increasing from
less than one billion dollars in June of 1985 to
almost three billion dollars as of June 30, 1993,
During the same period, the percentage funded
has increased from 70% in 1985 to 84% as of
June 30, 1993, even though PERA's pension ben-
efit obligations have continued to increase. Like-
wise, the financing period, another fund progress
indicator, reached a peak of sixty-three years in
1989 and subsequently decreased to 40 years
as of June 30, 1993.

Many factors have contributed to PERA's
improved performance. First, we've had good
support from the legislature in assuring that any
benefit enhancements or changes in retirement
plans are properly funded and actuarially sound;
This practice guarantees that the financial
progress made by PERA will not be eroded. Sec-
ondly, we have a competent and committed staff
at PERA. Our Executive Secretary, Leo Griego,

B Lo Mon

works tirelessly with the staff to improve opera-
tions and to insure that PERA is responsive to
questions and concerns of our members. The
Board also works extremely hard to provide the
necessary leadership and direction for the PERA
staff. As Board members learn about concerns
of PERA members, these matters are brought
to and addressed by the entire Board. In this
way, the suggestions and ideas of our members
greatly contribute to the improvements of the As-
sociation. Finally, the refinements that we con-
tinue to make to our investment program add
substantially to the increased financial health of
PERA. Ourinvestment performance for this past
year was 13.4%. Our performance over the last
three years averaged 11.9%. This three-year
performance placed PERA in the top quartile of
all public pension funds nationwide.

On behalf of the Board, | would like to thank
all PERA members and retirees for their interest
in and support of PERA. As our retirement sys-
tem continues to grow, we need the active par-
ticipation of our members more than ever. By
working together, we can make sure that our re-
tirement system is and continues to be one of
the most outstanding retirement systems in the
nation. | look forward to working together for a
positive future.

Sincerely,

Ben J. Montoya, Chairman 66‘

New Mexico Public Employees
Retirement Board
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A HistoRicAL PERSPECTIVE

The Public Employees Retirement Act was
established by the New Mexico Legislature on
August 1, 1947. At that time, members were re-
quired to contribute 3.5% of their gross salary and
their employer matched with an equal amount.
The maximum annuity any member could expect
to receive was $150 per month. There were no
death-in-line-of-duty survivor benefits available.
On August 31, 1950, the number of participating

local government employers were:

State Agencies 59
Cities 15
Counties 12
Judicial Districts 9
Conservancy Districts 1

In 1953, the law was repealed and reenacted.
Contributions were increased to 5% of gross sal-
ary for employees and matching employer con-
tributions. Police and firemen contributions were
increased to 7%. The increase provided for an
annuity of $200 maximum per month plus $50 for
members with 30 or more years of service credit.

In 1960, PERA recorded 593 pension recipi-

ents with an annual pension payroll of $717,200

APONT FERA

averaging $1,209 per annuitant. In 1961, the
plan was again increased to provide benefits of
up to 50% of a member’s final average salary.
Today, PERA is the administrator of four
cost-sharing multiple-employer public employee
retirement systems providing pension benefits
for employees of state government and covered
governmental units. As of June 30, 1993, these
retirement systems recorded 11,514 annuity re-
cipients with an annual pension payroli of

$123,808,657.

SummaRy ofF PLAN PRovISIONS
Membership

PERA membership is a condition of employ-
ment with the state of New Mexico and affili-
ated public employers. Certain exceptions to
the above condition of employment exist. The
PERA has a fiduciary responsibility of making
sound investments to the benefit of retiring gen-

erations of state and affiliated employees.

Contributions by Members and Employers
The contribution requirements by members
and affiliated public employees are outlined on

the following page:
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Vested Termination of Membership

Members who terminate employment and
membership with at least 5 years of credited ser-
vice and leave their accumulated member contri-
butions on deposit with the Association, will
become vested former members. They are en-
titled to a deferred pension when they become ‘5eli-
gible for normal retirement.

In addition, certain

disability and survivor pension provisions apply.

Cost-of-Living Adjustments

Pensions are increased 3% each July 1, if
retirement has been in effect for at least 2 full-
calendar years. If retired because of disability or
if at least age 65, the 2-calendar-year waiting

period is reduced to 1 full-calendar year.

Percent of Salary Pension Factor Maximum
Contribution Rate Per Year of Pension as

Credited Percent of Final
Coverage Plan Member Employer Service Average Salary
State General Member
Coverage Plan 2 6.18% 13.83% 2.5% 75%
State Police Member
Coverage Plan 1 7.60% 25.10% 3% 80%
State Hazardous Duty Member
Coverage Plan 1 4% 21.50% 2.5% 100%
Municipal General Member
Coverage Plan 1 7% 7% 2% 60%
Coverage Plan 2 9.15% 9.15% 2.5% 75%
Municipal Police Member
Coverage Plan 1 7% 10% 2% 60%
Coverage Plan 2 7% 15% 2.5% 100%
Coverage Plan 3 7% 18.50% 2.5% 100%
Coverage Plan 4 12.35% 18.50% 3% 80%
Coverage Plan 5 16.30% 18.50% 3.5% 80%
Municipal Fire Member
Coverage Plan 1 7% 10% 2% 60%
Coverage Plan 2 7% 16.50% 100%
Coverage Plan 3 7% 20.25% 100%
Coverage Plan 4 11.80% 20.25% 80%
Coverage Plan 5 15.20% 20.25% 80%
Interest is credited to member contribution accounts each June 30, at the rate set by the retirement board.

D
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THE JupiciAL RETIREMENT SYSTEM
Normal Retirement Pension Amount
The amount of normal retirement pension is

based on:

+  Final salary, which is the judicial member’s
salary received during the last one (1)
year in office prior to retirement.

*  Years and months of service; and
* The coverage plan.

Pre 7-1-80 Plan: 37.5% of final salary plus 7.5%
of final salary for each year of service in excess
of 5 years. Maximum is 75% of final salary with
10 or more years of service.

Post 7-1-80 Plan: 37.5% of final salary plus 3.75%
of final salary for each year of service in excess
of 5 years. Maximum is 75% of final salary with
15 or more years of service.

THE MAGISTRATE RETIREMENT SYSTEM

Normal Retirement Pension Amount

The amount of normal retirement pension is

based on:

* Final salary, which is the judge’s salary
received during the last one (1) year in
office prior to retirement; and

+ Years and months of service.

The annual benefitis 37.5% of final salary plus
3.75% of final salary for each year of service in
excess of 5 years. Maximum is 75% of final sal-
ary with 15 or more years of service.

THE VoLUNTEER FIRE FIGHTERS
RETIREMENT SYSTEM

Normal Retirement Pension Amount

The amount of normal retirement pension is
$200 for a volunteer non-salaried fire fighter with
25 or more years of service, payable monthly dur-
ing the remainder of his/her life; or $100 for a vol-
unteer non-salaried fire fighter with 10 or more
years of service, payable monthly during the re-

mainder of his/her life.
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RETIREMENT LEGISLATION
After several years of advocating substan-

tial legislative changes, PERA had a relatively

light legislative package in 1993. Four bills were

introduced at the request of PERA, all of which
were passed and signed into law. One of these
bills revised the PERA disability retirem;nt stat-
utes providing additional clarity on when mem-
bers were eligible for disability retirement
benefits. A second bill revised the retirement
reciprocity statutes to permit retirement reciproc-
ity between the Public Employees Retirement
system, the judicial retirement system, the mag-
istrate retirement system and the educational re-
tirement system. Formerly, retirement reciprocity
existed between PERA and ERA, but did not in-
clude the judicial and magistrate retirement sys-
tems.

In addition, PERA Board supported legisia-
tion which was introduced and passed giving mu-
nicipal employees the right to vote for an increase
in retirement benefits to a 3% benefit factor. Un-
der that legislation, additional contributions equal
to 4% of a member’s salary were required in or-
der to assure that the proposed benefit was ac-
tuarially sound. Legislation was aiso introduced
permitting twenty-year retirement. Under this
proposal, employees would be permitted to re-

tire after twenty years of service regardliess of

SERVICES

age. Currently, employees must accrue twenty-
five years of service credit before they can retire,
regardless of age. The twenty-year legislation
passed the Legislature but was not signed into
law.

PERA's policy over recent years has been
that it will only sponsor and support pension ben-
efit changes that are financially and actuarially
sound. The Legislature has continued to sup-
port PERA in this approach. This legislative sup-
port has been critical in assuring that the financial
progress that PERA has made is not eroded and
that our retirement system remains healthy and

able to meet its future benefit obligations.

COMMUNICATIONS

Annual Statement of Account: Annual state-
ments of account for individual members are
mailed directly to each member in September.
The statement provides a summary of the trans-
actions and balances.

Individual Counseling: PERA representatives
are available to counsel members at locations
throughout the state.

Newsletters: Approximately 45,000 copies
of the PERA newsletter, La Voz, are distributed
to members each quarter. The La Voz Retiree
Version is sent out to almost 16,000 retirees. La

Voz is provided to inform members of important




matters regarding legislative updates, invest-

ments and counseling schedules.

DeFerRED COMPENSATION

The enactment of Section 10-7A-1, et seq.,
NMSA 1978, provides for the establishment of
the PERA - Deferred Compensation Plan as de-
scribed in Section 457 of the Internal Revenue
Code.

The PERA Deferred Compensation Plan al-
lows members of the Retirement Systems and
other eligible public employees the greatest pos-
sible benefits under the new federal income tax
laws. As a general rule, an eligible employee
may defer the lesser of $7,500 or 25% of his or
her salary.

There are currently 6,445 contributing par-
ticipants, with a total deferral of $3,565,414. As
of June 1993, total assets were $70,246,140.
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Under the direction of the Public Employees
Retirement Board and the Executive Secretary,
the Investment Division administers the invest-
ment programs for each of the retirement pro-
grams. The PERA Retirement Fund, with assets
having a market value of almost 3 billion dollars,
is the largest of the separate investment trusts.
Investments are also administered for three ad-
ditional separate trust funds; the Volunteer Fire
Fighters’ Fund, with market value assets of 7.2
million dollars; the Judicial Fund, with market
value assets of 23.8 million dollars; and the Mag-
istrate Fund with market value assets of 7.9 mil-
lion dollars.

The PERA Retirement Asset Allocation as of
June 30, 1993, is shown in the graph below. The
PERB has adopted a policy for the asset alloca-
tion for this fund to gradually shift toward a 55%
allocation to equities, including a 10% allocation

to international equities.

PERA Retirement Asset Allocation
June 30, 1993

Domestic Equities
42%

Corporate Bonds

9%
Mortgage Backed
Securities
13%
Guaranteed Agencies Real Estate

20% 2%

Cash
13%

INVEJTMENTS

The asset allocation for the other three funds

as of June 30, 1993, is as follows:

Judicial Fund - Total Asset Allocations

June 30, 1993

u.s.
Government
49.8%

Cash
4.4%

Domestic
Corporate
45.8%

Magistrate Fund - Total Asset Aliocations

June 30, 1993

us.
Government
53.4%

ai.  Cash
12.9%

Domesti
Corporate
33.7%

Fire Fighters Fund - Total Asset Allocations
June 30, 1993
us.

Government
45%

Cash
5.9%

Domestic
Corporate
49.1%
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Investment Management - Other Trust Funds

The investments in the Volunteer Fire Fight-
ers’, Judicial and Magistrate Funds are managed
in-house. The Funds are invested in fixed in-
come securities with maturities generally less
than ten years in a buy and hold strategy. The
Funds performance is measured against the
Lehman Intermediate Government Corporate
Index.

PERA's total fund returned 2.1% for the sec-
ond quarter of 1993, versus its policy benchmark
return of 1.7%. This outperformance can be at-
tributed to strong performances by both the eg-
uity and fixed income sectors. Equity
outperformed the market return of .5% with a |
return of 1.2%, while bonds slightly outperformed
the broad bohd market with returns of 2.8% and
2.7% respectively. For the one-year period end-
ing June 30, 1993, PERA earned 13.4% outper-
forming its policy benchmark return of 12.6%.
As with the quarter, the fund experienced strong
performance by all asset classes.

Relative to universe public funds, the PERA
total fund has done well ranking in the top half of
funds over most time periods and the 21st per-

centile over the past quarter.




FINANCIAL
JECTION




Public Employees Retirement
Association of New Mexico

COMBINING BALANCE SHEET - PENSION TRUST FUNDS

Year ended June 30, 1993

Public
Employees
Retirement
Fund
ASSETS

Cash and cash equivalents $ 377,156,380
Accrued investment income 22,554,498
Accounts receivable - brokers 140,357,120
Contributions receivable 3,760,074
interfund receivable 10,908
Investments, at cost 2,455,769,306
Investment in building, net 2,809,713
Property and equipment, net 1,756,024
Total assets 3,004,174,023

LIABILITIES i
Accounts payable - brokers 417,073,034
Accounts payable - other 2,750,939
Accrued payroll 69,507
Accrued compensated absences 107,442

Interfund payable -
Mortgage escrow deposits 78,019
Funds held for others 2,152,121
Total liabilities 422,231,062

NET ASSETS AVAILABLE
FOR BENEFITS $ 2,581,942 961

FUND BALANCE
Total actuarial present
value of credited

projected benefits $ 3,202,244,101
Reserved for encumbrances

fiscal year 1993 98,640
State legislator member

coverage plan assets 2,509,183

Net (unfunded) overfunded
actuarial present value

$__ 22 526,241

$ 34753715

(12,227,474) 2,225 703

of credited projected benetits (622,908,963)
TOTAL FUND BALANCE $_ 2,581,942 961

| The balance sheets are excerpts from PERA’s audited financial statements for the fiscal year ended June 30, 1993. A complete copy of
the audited financial statements {upon which PERA received an unqualified opinion) is available in the Administrative Services Division.

22

$ 22506241

Volunteer
Firefighters
Retirement
Fund
$ 302,506 $ 379,566,864
113,811
6,323,121 2.489,686,430
6,739,438 _ 3,041,082.847
$ 6,739,438 § 2618769261
$ 6,433,789 §$ 3,253,217,929
305,649 (637,056,491)
$ 6739438 $ 2.618.769.261
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COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN

OPERATING REVENUES
Employer contributions
Member contributions
Interest income
Net gains from sale of

investments
Dividend income
Service credits

purchased
Rental income
Other

Total operating revenues
OPERATING EXPENSES
Benefit payments
Refunds to terminated
employees
Administrative expenses
Total operating expenses

Net increase in
fund balance

FUND BALANCE, JUNE 30, 1992

FUND BALANCE, JUNE 30, 1993

Public Employees Retirement
Association of New Mexico

FUND BALANCES - PENSION TRUST FUNDS

Year ended June 30, 1993

Public Volunteer

Empioyees Judicial Magistrate Firefighters

Retirement Retirement Retirement Retirement

Fund Fund Fund Fund Total

$ 114,480,195 $ 1,722,151 833,934 $ 500,000 $ 117,536,280
70,224,873 244,052 147,534 - 70,616,459
102,667,011 1,629,333 496,784 477,670 105,270,798
116,259,718 4,360 2,400 2,400 116,268,878
29,800,985 - - - 29,800,985
1,706,741 6,963 - - 1,713,704
1,289,674 - - - 1,289,674
98,245 - - - 98,245
436,527,442 3,606,859 1,480,652 980,070 442 595,023
120,159,284 1,692,594 151,887 32,569 122,036,334
14,911,184 3,145 1,125 - 14,915,454
6,229 813 12,303 13,510 8,165 6,263,791
141,300,281 1,708,042 166,522 40,734 143,215,579
295,227,161 1,898,817 1,314,130 939,336 299,379,444
2,286,715,800 20,627,424 6,246,491 5,800,102 2,319,389.817
$ 2,581,942 961 $ 22526241 7.560,621 3 6,739438 $ 2,618,769,261




Public Employees Retirement
Association of New Mexico

COMBINING STATEMENT OF CASH FLOWS - PENSION TRUST FUNDS

Year ended June 30, 1993

Public . Volunteer
Employees Judicial Magistrate Firefighters
Retirement Retirement Retirement Retirement
Fund Fund Fund Fund Total
Cash flows from
operating activities:
Net increase in fund balance $ 295,227,161 1,898,817 1,314,130 939,336 $ 299,379,444
Adjustment to reconcile net
increase in fund balance
to net cash provided by
operating activities
Depreciation 421,459 782 707 - 422,948
Depreciation allocation 1,489 (782) (707) - -
Net gains from sale of
investments (116,259,718) (4,360) (2,400) (2,400) (116,268,878)
Net accretion on investments (6,781,864) - - - (6,781,864)
(Increase) decrease in accrued
investment income (738,031) 45,757 3,050 (1,276) (690,500)
Increase in accounts
receivable - broker (67,671,069) - - - (67,671,069)
Decrease in contributions
receivable 6,036,428 82,586 1,420 - 6,120,434
(Increase) decrease in
interfund receivable 38,899 - (71,616) - (32,717)
Decrease in other assets 112,429 - - - 112,429
Increase in accounts
payable - brokers 278,365,090 - - - 278,365,090
Increase in accounts
payable - other 1,545,177 - - - 1,545,177
Increase in accrued
payrolt 12,539 - - - 12,539
Decrease in accrued
compensated absences (3,127) - - - (3,127)
Increase in interfund
payable - 27,723 4,994 - 32,717
Decrease in mortgage
escrow deposits (248,171) - - - (248,171)
Decrease in funds held
for others (195,803) - - - {195,803)
Net cash provided by
operating activities 389,862,888 2,050,523 1,249,578 936,660 394,098,649

The balance sheets are excerpts from PERA's audited financial statements for the fiscal year ended June 30, 1993. A complete copy of
the audited financial statements (upon which PERA received an unqualified opinion) is available in the Administrative Services Division.

24




Public Employees Retirement
Association of New Mexico

COMBINING STATEMENT OF CASH FLOWS - PENSION TRUST FUNDS - CONTINUED

Cash flows from
investing activities:
Sales of investments
Purchases of investments
Principal repayments on

U.S. Government Agencies

Net cash used by
investing activities

Cash flows from
financing activities:
Purchase of fixed assets

Net increase in cash
and cash equivalents

Cash and cash equivalents,
June 30, 1992

Cash and cash equivalents,
June 30, 1993

Year ended June 30, 1993

Public Volunteer
Employees Judiclal Magistrate Firefighters
Retirement Retirement Retirement Retirement
Fund Fund Fund Fund Total
5,915,740,644 5,058,889 1,600,014 1,600,014 5,923,999,561
(6,167,755,613) (8,093,613) (2,296,158) (2,895,976) (6,181,041,360)
47,367,074 1,359,548 340,881 571,150 49,638,653
(204 647,895) (1,675,176) (355,263) (724,812) (207,403,146)
(79,504) - - - (79,504)
185,135,489 375,347 894,315 210,848 186,615,999
192,020,891 659,737 178,579 91,658 192,950,865
$ 377,156,380 $ 1,035,084 1,072,894 3 302506 $ 379,566,864




Public Employees Retirement
Association of New Mexico

COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN FUND BALANCES - PUBLIC EMPLOYEES RETIREMENT FUND

Year ended June 30, 1993

Member Employer Retirement
Contribution Accumulation Reserve income
Fund Fund Fund Fund Total
OPERATING REVENUES
Employer contributions $ - $ 114,480,195 § - $ - $ 114,480,195
Member contributions 70,224,873 - - - 70,224,873
Interest income - - B 102,667,011 102,667,011
Net gains from sale of
investments B - - 116,269,718 116,259,718
Dividend income - - - 29,800,985 29,800,985
Service credits
purchased 1,204,580 502,161 - - 1,706,741
Rentat income - - - 1,289,674 1,289,674
Other - - - 98,245 98,245
Total operating revenues 71,429,453 114,982,356 - 250,115,633 436,527,442
OPERATING EXPENSES
Administrative expenses
Contractual services - - - 2,524,406 2,524,406
Personal services - - - 1,600,653 1,600,653
Other operating costs - - - 960,597 960,597
Employee benefits - - - 511,178 511,178
Depreciation expense - - . 421,459 421,459
Maintenance and repairs - - - 156,829 156,829
Supplies - - . 24,102 24,102
Travel - - - 30,472 30,472
Other - - - 117 117
Total administrative
expenses - - - 6,229,813 6,229,813
Benefit payments - - 120,159,284 - 120,159,284
Refunds to terminated
employees 14,911,184 - - - 14911,184
Total operaling expenses 14,911,184 - 120,159,284 6,229,813 141,300,281
Net operating income (loss) 56,518,269 114,982,356 (120,159,284) 243,885,820 295,227,161
OPERATING TRANSFERS IN (OUT)
Income fund distributed 26,528,325 - 217,357,495 (243,885,820) -
Transfers (17,577,237) (31,713,926) 49,291,163 - -
Legislative adjustment (16,880) 1,857,677 (1,840,797) - L
Total operating transfers 8,934,208 {29,856,249) 264,807,861 (243,885,820) -
FUND BALANCE, JUNE 30, 1992 501,704,543 395,495,669 1,389,515,588 - 2,286,715,800
FUND BALANCE, JUNE 30, 1993 $ 567,157,020 § 480621776 § 1534164165 § - $ 2,581,942,961

The balance sheets are excerpts from PERA’s audited financial statements for the fiscal year ended June 30, 1993. A complete copy of
the audited financial statements (upon which PERA received an unqualified opinion) is available in the Administrative Services Division.
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Public Employees Retirement
Association of New Mexico

COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN FUND BALANCES - JUDICIAL RETIREMENT FUND

Year ended June 30, 1993

Member Employer Retirement
Contribution Accumulation Reserve income
Fund Fund Fund Fund Total
OPERATING REVENUES
Employer contributions $ - $ 1722151 § - $ - $ 1,722,151
Member contributions 244,052 - - - 244,052
Interest income - - - 1,629,333 1,629,333
Net gains from sale of
investments - - - 4,360 4,360
Dividend income - - - - -
Service credits
purchased 6,963 - - - 6,963
Rental income - - - - -
Other - - - - -
Total operating revenues 251,015 1,722,151 - 1,633,693 3,606,859
OPERATING EXPENSES
Administrative expenses
Contractual services - - - 7351 7.351
Personal services - - - 2,296 2,296
Other operating costs - - - 1,037 1,037
Depreciation expense - - - 782 782
Employees benelfits - - - 676 676
Maintenance and repairs - - - 71 71
Travel - - - 48 48
Supplies - - - 42 42
Other - - - - -
Total administrative
expenses - - - 12,303 12,303
Benefit payments - - 1,692,594 - 1,692,594
Refunds to terminated
employees 3,145 - - - 3,145
Total operating expenses 3,145 - 1,692,594 12,303 1,708,042
Net operating income (loss) 247,870 1,722,151 (1,692,594) 1,621,390 1,898,817
OPERATING TRANSFERS IN (OUT)
income fund distributed 92,229 - 1,529,161 (1,621,390) -
Transfers {65,358) 194 077 {128,719) - -
Total operating transfers 26,871 184,077 1,400,442 (1,621,390) -
FUND BALANCE, JUNE 30, 1992 1677,922 - 18,949,502 - 20,627,424
FUND BALANCE, JUNE 30, 1993 § 1952663 $ 1916228 § 18,657,350 % - 22,526,241

(R o




Public Employees Retirement
Association of New Mexico

COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN FUND BALANCES - MAGISTRATE RETIREMENT FUND

Year ended June 30, 1993

Member Employer Retirement
Contribution Accumulation Reserve Income
Fund Fund Fund Fund Total
OPERATING REVENUES
Employer contributions $ - 833,934 - $ - $ 833,934
Member contributions 147,534 - - - 147,534
Interest income - - - 495,784 496,784
Net gains from sale of
investments - - - 2,400 2,400
Dividend income - - - - -
Service credits
purchased - - - - -
Rental income - - - - -
Other - - - - -
Total operating revenues 147,534 833,934 - 499,184 1,480,652
OPERATING EXPENSES
Administrative expenses
Contractual services - - - 9,033 9,033
Personal services - - - 2,076 2,076
Other operating costs - - - 938 938
Depreciation expense - - - 707 707
Employees benefits - - - 611 611
Maintenance and repairs - - - 64 64
Travel - - - 44 44
Supplies - - - 37 37
Other - - - - -
Total administrative
expenses - - - 13,510 13,510
Benefit payments - - 151,887 - 151,887
Refunds to terminated
employees 1,125 - - - 1,125
Total operating expenses 1,125 - 151,887 13,510 166,522
Net operating income (loss) 146,409 833,934 (151,887) 485,674 1,314,130
OPERATING TRANSFERS IN (OUT)
income fund distributed 3,848 - 481,826 (485,674) -
Transfers - 4,796,917 {4,796 917) - -
Total operating transfers 3,848 4,796,917 {4,315.091) {(485.674) -
FUND BALANCE, JUNE 30, 1992 - - 6,246,491 - 6,246 491
FUND BALANCE, JUNE 30, 1993 § 150,257 5630851 1,779,513 $ - $ 7,560,621

The balance sheets are excerpts from PERA's audited financial statements for the fiscal year ended June 30, 1993. A complete copy of
the audited financial statements (upon which PERA received an unqualified opinion) is available in the Administrative Services Division.
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Public Employees Retirement
Association of New Mexico

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES -

AGENCY FUNDS
June 30, 1993
June 30, 1992 Additions Deletions June 30, 1993
SOCIAL SECURITY FUND
Assets
Cash and cash equivalents $ 292,549 $ 9,528 $ - $ 302,077
Accrued investment income - 753 - 753
Property and equipment, net 26,255 - - 26,255
Total assets 3 318,804 $ 10,281 $ - $ 329,085
Liabilities
Due to State of New Mexico $ 292,549 $ 10,281 $ - $ 302,830
Investment in fixed assets 26,255 - - 26,255
Total liabilities 3 318,804 $ 10,281 $ - $ 329,085
STATE OF NEW MEXICO
PUBLIC EMPLOYEES
DEFERRED COMPENSATION
FUND
Assets
Cash and cash equivalents $ 332,412 $ 11,406,529 $ 11,259,233 $ 479,708
Contributions receivable 63,241 11,144,447 11,168,099 39,589
Investments, at market 63,641,455 17,365,253 4,617,733 76,388,975
Policyholder account value
of universal life insurance
contracts 282,014 131,872 - 413,886
Total assets $ 64,319,122 40,048,101 $ 27,045,065 $ 77,322,158
Liabilities
Accounts payable - other $ - $ 951 $ - $ 951
Accrued payroll - 1,017 - 1,017
Accrued compensated absences 3,633 1,060 3,633 1,060
Funds held for others 64,315,489 40,045,073 27,041,432 77,319,130

Total liabilities $ 64,319,122 40,048 101 $ 27045065 $ 77,322,158
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Public Employees Retirement
Association of New Mexico

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES -
AGENCY FUNDS - CONTINUED

June 30, 1993

June 30, 1992 Additions Deletions June 30, 1993
TOTALS - ALL AGENCY FUNDS
Assets
Cash and cash equivalents $ 624,961 $ 11,416,057 $ 11,259,233 $ 781,785
Accrued investment income - 753 - 753
Contributions receivable 63,241 11,144,447 11,168,099 39,589
Investments, at market 63,641,455 17,365,253 4,617,733 76,388,975
Property and equipment, net 26,255 - - 26,255
Policyholder account value
of universal life insurance
contracts 282,014 131,872 - 413,886
Total assets $ 64,637,926 $ 40,058,382 $ 27,045,065 $_ 77,651,243
Liabilities
Accounts payable - other $ - $ 951 $ - $ 951
Accrued payroll - 1,017 - 1,017
Accrued compensated absences 3,633 1,060 3,633 1,060
Due to State of New Mexico 292,549 10,281 - 302,830
Funds held for others 64,315,489 40,045,073 27,041,432 77,319,130
Investment in fixed assets 26,255 - - 26,255
Total liabilities $ 64,637,926 $ 40058382 $ 27,045,065 $ 77,651,243

The halance sheets are excerpts from PERA's audited financial statements for the fiscal year ended June 30, 1993. A complete copy of
the audited financial statements (upon which PERA received an unqualified opinion) is available in the Administrative Services Division.
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REVENUES BY SOURCE
VoLunTeer FIREFIGHTERS RETIREMENT FUND

Fiscal Year
Ended June 30 1993 1992 1891 1990 1989 1988 1987 1986 1985*
Member — — — — — — — — —
Contributions
Employer 500,000 500,000 500,000 500,000 527,930 500,000 500,000 500,000 500,000
Contributions
Investment 480,070 454,038 382,557 281,243 250,756 195,924 121,094 84,429 47,697
Income
Total $980,070 $954,038 $882,557 $781,243 $778,686 $695,924 $621,094 $584,429 $547,697
* Plan was created in 1985. No activity prior to this date.
ReveNues BY SouRce
VoLunTeer FIREFIGHTERS RETIREMENT FUND
Fiscal Year
Ended June 30 1993 1992 1991 1990 1989 1988 1987 1986 1985*
Benefit Payments $32,569 $ 18,400 $7,899 — — — — — —
Administrative 8,165 10,064 1,748 3,555 1,900 1,500 500 - —_
Expenses
Refunds to — — — — — — — - —_—
qmqa_:mﬁmn
Employees
Total $40,734 $28,464 $9,647 $3,555 $1,900 $1,500 $500 —_— —_

* Plan was created in 1985. No activity prior to this date.

the audited financial statements (upon which PERA received an unqualified opinion) is avaitable in the Administrative Services Division.

The balance sheets are excerpts from PERA's audited financial statements for the fiscal year ended June 30, 1993. A complete copy of
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GABRIEL, ROEDER, SMITH & COMPANY
Actuaries & Consultants

The Retirement Board

1000 Town Center = Suite 1000 * Southfield, Michigan 48075 * 810-799-9000

March 2, 1994

Public Employees Retirement Association

Santa Fe, New Mexico

Attention: Leo Griego, Executive Secretary

We certify that the annual actuarial valuation as of June 30, 1993 of the Public
Employees Retirement Association of New Mexico was made in accordance with

recognized actuarial methods.

The valuation was based on data submitted by PERA concemning financial informa-
tion and people data, which we examined for reasonableness. The asset values used
for the valuation were smoothed market values.

We believe the experience assumptions used in making the valuation provide a
reasonable measure of the obligations and periods over which unfunded accrued
obligations will be financed under the statutory contribution rates.

Respectfully submitted,

vt s e i A Ao

SWR:ct

Sandra W. Rodwan Ronald J. W. Smith




ACTUARIAL

ASSNMPTION

Summary of Actuarial Assumption
for the Four Retirement Systems of
New Mexico

The purpose of the actuarial valuation is
to ascertain whether or not PERA is meeting

its statutory obligations which are:

* pension payments to current and future
retired members, vested former members
and survivor pension beneficiaries

+ refunds of member contributions to non-
vested former members

* administrative and investment expenses
incurred in the operation of PERA
The sources of PERA funding to meet the

statutory obligations are:

* member contributions (fixed statutory rates)

+ affiliated public employer contributions
(fixed statutory rates)

» investments earnings on PERA assets

The basic funding objective of PERA is to
avoid transfers of the cost of statutory obliga-
tions between generations of taxpayers. The
objective will be realized if PERA sources of
funding are sufficient to fund:

* costs allocated to the current year on

account of service rendered by PERA
members in the current year (normal cost)

* costs allocated to prior years on account of
service rendered by PERA members in
prior years (unfunded actuarial accrued
liability)

Board Policy is to finance the unfunded ac-

tuarial accrued liability over 40 years.

The actuarial valuation measures:

1. The relationship between PERA obliga-
tions and funding resources to determine
if the funding objective is being met; and

2. The contribution rate needed to comply
with the 40-year objective for financing the
unfunded actuarial accrued liability.

The June 30, 1993 actuarial valuation indi-
cates that PERA has an actuarial balance be-
tween resources and obligations in all divisions.
The financing periods for all divisions except the
State Police-Hazardous Duty division and Mu-
nicipal General are in excess of the period tar-
geted under the Retirement Board’s funding
policy. PERA has no margin with which to ab-
sorb the obligations associated with any benefit
improvement. Future ability to properly monitor
PERA's actuarial balance is dependent upon
renewed diligence with respect to data quality
and a period of benefit stability permitting deri-

vation of underlying benefit utilization patterns.




The PERA funding resource together with cur-
rent assets are sufficient to fund the accruing ob-
ligation if the estimates of future PERA activities
are realized and resources are not absorbed by

unfunded benefit improvements.

Fiscar. ESTIMATES

Fiscal estimates are commonly selected on
the basis of what is expected to occur in an infla-
tion-free environment. Each item is then in-
creased by a provision for long-term inflation. The

estimates used for this valuation are:

* 8% nominal rate of investment return
*+ 5% inflation
* 3% post retirement benefit increases

* 5% wage increases

The nominal rate of investment return is
9.75% for pensions with an effective date prior to
July 1, 1985. Within the scope of the estimated
wage increases above, attribution is made to in-
flation and other factors generating across-
the-board increases. Provision is also made for

merit and seniority increases.

FinancinGg PeriODS

The financing periods for unfunded actu-
arial accrued liability supported by current statu-
tory contribution rates and the additional con-
tribution resources needed to immediately re-

duce these periods to 40 years are:

Additional

Coverage Funding Funding for

Group Period * 40 years ™
State General 47 years 0.38%
State Police/ 0 years 0.00%

Haz. Duty

Municipal General 30 years 0.00%
Municipal Police 46 years 0.26%
Municipal Fire 99+ years 2.93%

* The number of years needed to finance the unfunded
actuarial accrued liability with current statutory
contribution rates.

** The additional contributions (percents of payroll)
needed to immediately reduce the funding period to
forty years, to meet Board policy.

38




PERA FINANCING
PERIODJ

The number of years needed to eliminate the unfunded actuarial accrued liability under

current statutory revenue provisions.

6/30/93  6/30/92 6/30/91 6/30/90 6/30/89 6/30/88 6/30/86
PERA Aggregate 40 50 57 57 63 55 45
State General a7 54 59 65 73 62 4 48
State Hazardous Duty 0 3 12 20 23 K3 36
Municipal General 30 39 43 43 47 44 35
Municipal Police 46 75 92 91 65 38 60
Municipal Fire 99+ 99+ 99+ 0 —_ — 88

PERA Aggregate Financing Period

Year ended June 30

No. of Years




PERA FUNDING
POLICY

Additional contributions needed to immediately comply with Board funding policy of 40 years.

Division 6/30/93  6/30/92 6/30/91 6/30/90 6/30/89
State General .38% 1.00% 1.15% 1.30% 1.47%
State Hazardous Duty 0.0% .00% .00% .00% .00%
Municipal General 0.0% .09% 22% 19% .26%
Municipal Police .26% 1.25% 1.41% 1.32% 74%
Municipal Fire 2.93% 3.83% 3.86% 2.57% 3.49%

Additional Contributions as Percent
of Member Payroll

— 3.49%
1989 0.26%

] 1.47%
1990 [ 0% 1.32%
] 1.30% -
1.30% M Municipal Fire
— 3.86% | @ Municipal Police
1991 ‘ 0.22% 115% H Municipal General
N H State Police/Haz. Duty
3.83%
1 25% [ State General
1992 0.09%
) 1%
— 2.93%
] 0.38%
0.00% 1.00% 2.00% 3.00% 4.00%
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Pension Recipients and Pension Payroll
Historic Development
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CoNcLUsIONS FROM AcCTUARIAL REPORT
The June 30, 1993 actuarial valuation

indicates:

* PERA has an actuarial balance between

resources and obligations

* PERA experienced significant funding
progress during the year ended June 30,

1993.

*  Future conditions which would offset a
portion of this year’s funding progress
include an acceleration of retirements, a
decrease in the active member group,
an increase in the number of survivor
pension beneficiaries and salary in-

creases in excess of the assumed rate.

CONCLUJSIONS

The financing periods for all divisions
except the State Police — Hazardous
Duty division and Municipal General are in
excess of the period targeted under the

Retirement Board’s funding policy.

PERA has no margin with which to absorb
the obligation associated with any benefit

improvement.

Future ability to properly monitor PERA's
actuarial balance is dependent upon
renewed diligence with respect to data
quality and a period of benefit stability
permitting derivation of underlying benefit

utilization patterns.
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JUDICIAL AND MAGISTRATE
RETIREMENT FUNDJS

CompuTED CONTRIBUTION REQUIREMENT VS. STATUTORY CONTRIBUTIONS FOR FY 93/94

The following schedule indicates the contribu- year period adopted by the Retirement Board.
tion required during the 1993/94 fiscal year to The statutory contribution resources are also
finance the normal cost and amortize the un- shown.

funded actuarial accrued liability over the forty-

' Present Judges Dollars Based on
Contributions for Payroll Percents $5,034,233 Valn. Payroll
Total Required 42.43% $2,136,024
Contributions
Total Statutory 39.64% $1,995,407
. Contributions
Magistrate Judges Dollars Based on
Contributions for Payroll Percents $3,202,500 Valn. Payroll
Total Required 33.11% $1,060,349
Contributions
Total Statutory 31.76% $1,016,956
Contributions
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