
 

1. Roll Call
2. Approval of Agenda
3.
4.
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2.

A.
1. Action

  2. Action

B. Action

C. Action

D. Informational

E. Informational

F. Informational

5. Adjournment

NM Office of the Attorney 
General

Final Decision on Administrative Appeal:
Anthony Sedillo (PERA # 132446)

Recommendation to Amend the PERA SmartSave Plan 
Document to include the Roth Feature to the Plan
PERA Board Election Overview

July 29, 2019 presentations to IPOC 

Karyn Lujan,                                   
SmartSave Plan Manager

Ernie Marquez, AES

Greg Trujillo;                          
Dominic Garcia, CIO

AGENDA

Approval of Consent Agenda

PERA Board Meeting
PERA Building  • Senator Fabian Chavez, Jr. Board Room

33 Plaza La Prensa • Santa Fe, NM 87507

Thursday, August 29, 2019
Following Investment Committee Meeting

Any person with a disability who is in need of a reader, amplifier, qualified sign language interpreter, or any other form 
of auxiliary aid or service to attend or participate in the hearing or meeting, please contact Trish Winter at 476-9305 at 
least one week prior to the meeting, or as soon as possible.  Public documents, including the agenda and minutes, can be 
provided in various accessible formats.  Please contact Ms. Winter if a summary or other type of accessible format is 
needed.

Current Business

FY21 PERA Appropriation Request Renada Peery Galon,                        
ASD Director;                              

Greg Trujillo, Deputy Director;                             
Kristin Varela, Deputy CIO

Board will recess to Executive Session NMSA 1978, §10-15-1 (H) (7) and (3)

Administrative Appeal - Final Review
Anthony Sedillo 

Steve Duarte (PERA # 113061) 
Jackie Kohlasch

Steve Duarte
Board will convene to Regular Session

Overview of Brookings Institute Study Dominic Garcia

NM Office of the Attorney 
General

Update from the New Mexico Office of the Attorney General Regarding 
Attorney-Client Privilege Information (No Action) 

Marah deMuel,



1.
2.

a. Normal
b. Deferred
c. Reciprocity to ERA
d. Non-Duty Death
e. Non-Duty Disability
f. Reciprocity to PERA

3.
a.
b. Michale Gallardo - 43 months
c.

4.
a.

5.
a. Jackie Kohlasch

Claudia Armijo
David Roybal
Lawrence Davis
Shirley Ragin
Loretta Naranjo Lopez

6.
a. September 13, 2019 9:00 a.m.
b. September 13, 2019
c. September 13, 2019
d. September 13, 2019 2:00 p.m.
e. September 26, 2019 9:00 a.m.
f. Board Meeting September 26, 2019

Any person with a disability who is in need of a reader, amplifier, qualified sign language interpreter, or any other form 
of auxiliary aid or service to attend or participate in the hearing or meeting, please contact Trish Winter at 476-9305 at 
least one week prior to the meeting, or as soon as possible.  Public documents, including the agenda and minutes, can be 
provided in various accessible formats.  Please contact Ms. Winter if a summary or other type of accessible format is 
needed.

Setting of Meetings:   September 2019 Meetings

Following Investment Committee Meeting

Disability Review Committee
Investment Committee Meeting

SmartSave Committee 
Audit & Budget Committee
Rules & Adminstration Committee

following SmartSave Committee
following Audit & Budget Committee

Christopher R. Salazar - 4 months

Educational Conferences

Resolutions
EMW Gas Association Resolution No. 2019-04 Authorizing Employer Pick-up of Member Contributions for 
Determining Tax Treatment Under the Internal Revenue Code.

5th Annual Southwest Institutional Forum;                                                                             
Santa Fe, NM; September 12, 2019;                                                                                                      
PERA to pay registration & expenses

PERA  Board Meeting
August 29, 2019

CONSENT AGENDA

Ratification of Retirements - Benefits processed through: 8/1/2019

Steven Collins - 11 months

Approval of Minutes: July 30, 2019

Affidavits for Free Military Service:



 

 

 

 

 

 

To: PERA Board 
 

From Susan Pittard, General Counsel  
 
Re: SmartSave Deferred Compensation Plan Document/ Roth Option 
 
Date: August 16, 2019 
 

This memorandum accompanies a draft, updated the Deferred Compensation Plan Document 
(“Document”) to incorporate the Roth Investment Option (“Roth”) recommended by the 
SmartSave Committee June 11, 2019 and approved by the Board on June 27, 2019.   

As background, the Small Business Jobs Act of 2010 allowed 457(b) deferred compensation 
plans to provide a Roth option.  The Roth feature will allow for SmartSave participants to choose 
an after-tax savings tool that provides for tax-free withdrawals, subject to the eligibility 
requirements of a distributable event: the five-year seasoning rule, attainment of  age 59 ½ , 
disability or death.  

Since Roth investments are accounted for separately to reflect their tax basis, language has been 
added to the Plan Document to allow for Roth 457(b) contributions, Roth Rollovers and 
segregation of account for tax purposes. Minor formatting and capitalization revisions have also 
been made. 
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STATE OF NEW MEXICO 
 

PUBLIC EMPLOYEES DEFERRED COMPENSATION PLAN 

 

 

Introduction: 

 

In accordance with the provisions of the State of New Mexico Deferred Compensation Act, NMSA 1978, 

Section 10-7A-1 through 10-7A-12 (2017), the Public Employees Retirement Board hereby amends the 

Public Employees Deferred Compensation Plan (“Plan”) pursuant to Section 457(b) of the Internal 

Revenue Code of 1986, as amended (“Code”). The purpose of the Plan is to provide a voluntary, 

supplemental tax-deferred retirement program with tax-deferred and Roth 457(b) options for eligible 

Employees with a convenient way to save on a regular and long-term basis and thereby provide for their 

retirement as set forth herein. The State and other local bodies can elect to provide their eligible 

Employees with such a savings mechanism by adopting the Plan. The benefits provided to any Participant 

under the Plan will be based upon the aggregate Plan Benefit and will depend upon the investment results 

achieved by the Deferred Compensation Carriers appointed to invest the assets of the Plan allocated to 

each of the Plan’s Investment Options hereunder and the Participant’s individual investment choices 

among the Plan’s Investment Options. Each Participant shall be 100 percent vested at all times in his or 

her Plan Benefit in accordance with the terms of the Plan. 

 

In accordance with amendments made to Section 457 of the Code and other federal laws by the Small 

Business Job Protection Act of 1996, the Economic Growth and Tax Relief Reconciliation Act of 2001, 

the Job Creation and Workers Assistance Act of 2002, the Pension Protection Act of 2006, the Heroes 

Earnings Assistance and Relief Act of 2008, and the Worker, Retiree & Employer Recovery Act of 2008, 

and the Small Business Jobs Act of 2010 all amounts of Compensation deferred and Roth 457 (b) 

contributions made under the Plan, all property and rights purchased with such amounts and all income 

attributable to such amounts, property and rights are held in trust as of the Effective Date for the exclusive 

benefit of Participants and their Beneficiaries and Alternate Payees pursuant to the Trust Declaration, as 

it may be amended from time to time. The terms and provisions of the Plan in effect prior to the Effective 

Date shall govern with respect to periods prior to the Effective Date. 

 

The Plan and the Trust Declaration are intended to satisfy the requirements for an "eligible deferred 

compensation plan" under Section 457 of the Code. 

 

Nothing contained in this Plan shall be deemed to constitute an employment contract or agreement for 

services between the Participants and the State or Local Public Body nor shall it be deemed to give a 

Participant any right to be retained in the employ of the State or Local Public Body. 
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SECTION 1.  DEFINITIONS 

 

When used herein the following terms shall have the following meanings: 

 

1.1 “Account” means the account established and maintained on behalf of a Participant, Alternate 

Payee or Designated Beneficiary pursuant to Section 5.1(a). The Account shall include all Amounts 

Deferred, designated Roth 457 (b) contributions and Section 457 Transfers. 

 

1.2 “Agent” means a person or organization as selected by the Board to provide services  with 

respect to Investment Options held under the Plan or to provide record keeping and administration 

services for certain Accounts under the Plan including, but not limited to, the Third Party 

Administrator, Deferred Compensation Carriers providing Investment Options, and the Investment 

Consultant. 

 

1.3 “Alternate Payee" means any spouse, former spouse, child or other dependent of a 

Participant who is recognized by a domestic relations order as having a right to receive all, or a portion 

of, the benefit payable under the Plan with respect to such Participant. 

 

1.4 "Alternate Payee Account" means the account established for an Alternate Payee pursuant 

to a domestic relations order, provided, however, that the Alternate Payee Account shall separately 

account for all amounts received from the Participant's Rollover Account. 

 

1.5 "Amount Deferred" means Compensation deferred by a Participant pursuant to Section 3.1, 

including designated Roth 457(b) contributions. 

 

1.6 "Board" means the New Mexico Public Employees Retirement Board, established by NMSA 

1978, Section 10-11-130 (1995) of the Public Employees Retirement Act. 

 

1.7 "Business Day" means any day the New York Stock Exchange (NYSE) is open for regular 

trading. A Business Day ends at 4 p.m. New York time, or, if earlier, the time that regular trading closes 

on the NYSE. 

 

1.8 "Code" means the Internal Revenue Code of 1986, as now in effect or as hereafter amended.  

All citations to sections of the Code are to such sections as they may from time to time be amended or 

renumbered. 

 

1.9 "Compensation" means all compensation for services rendered to the State and Local Public 

Body, including salary, wages, fees, overtime pay, and lump-sum payments for accumulated sick pay, 

accumulated vacation pay or back pay that is includible in the Employee’s gross income for each Plan 

Year under the Code. 

 

1.10 “Deferred Compensation Carrier” means any corporation, partnership or persons who 

provide Investment Options to Participants in the Plan pursuant to funding arrangements selected by 

the Board as provided for by NMSA 1978, Section 10-7A-5 (2017) to provide services in respect of 

the Plan. If the Trust Declaration so provides, the financial services provided by a Deferred 

Compensation Carrier may be performed by the Third Party Administrator, provided that the Third 

Party Administrator otherwise qualifies as a Deferred Compensation Carrier. 
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1.11 “Deferred Compensation Manager” means the person employed by the Public Employees 

Retirement Association (PERA) to serve as the manager of the Plan. 

 

1.12 "Deferred Compensation Rules and Regulations" means the rules and regulations 

promulgated by the Board pursuant to the Deferred Compensation Act, as amended from time to time. 

 

1.13 "Designated Beneficiary" means the individual who is designated as the beneficiary under 

Section 11 of the plan Plan and is the designated beneficiary under Section 401(a)(9) of the Internal 

Revenue Code and Section 1.401(a)(9)-1, Q&A-4, of the Treasury regulations. 

 

1.14 "Distributee" means (a) an Employee or former Employee, (b) a Designated Beneficiary, 

and (c) the spouse or former spouse of an Employee or former Employee, but only to the extent such 

spouse or former spouse is an Alternate Payee under a Qualified Domestic Relations Order and only 

with regard to the interest of such spouse or former spouse. 

 

1.15 "Distribution Calendar Year" means a Plan Year for which a minimum distribution, if 

applicable, is required. For distributions beginning before the Participant's death, the first Distribution 

Calendar Year is the Plan Year immediately preceding the Plan Year which contains the Participant's 

Required Beginning Date. For distributions beginning after the Participant's death, the first Distribution 

Calendar Year is the Plan Year in which distributions are required to begin under Section 8.6(b)(ii). 

The required minimum distribution for the Participant's first Distribution Calendar Year will be made 

on or before the Participant's Required Beginning Date. The required minimum distribution for other 

Distribution Calendar Years, including the required minimum distribution for the Distribution Calendar 

Year in which the Participant's Required Beginning Date occurs, will be made on or before December 

31 of that Distribution Calendar Year. 

 

1.16 "Effective Date" means January 1, 2002, unless otherwise stated. 

 

1.17   “Eligible Retired Public Safety Officer” for purposes of the exclusion under Code Section 

402, is an individual who, by reason of disability or attainment of normal retirement age, has 

experienced a Severance from Employment as a Public Safety Officer with the Employer.  

 

1.18 "Eligible Retirement Plan" as defined under Code Section 402(c)(8)(B), means: (1) an 

individual retirement account described in Code Section 408(a); (2) an individual retirement annuity 

(other than an endowment contract) described in Code Section 408(b); (3) an annuity plan described 

in Code Section 403(a); (4) an annuity contract described in Code Section 403(b); (5) a qualified plan 

described in Code Section 401(a); and (6) an eligible deferred compensation plan described in Code 

Section 457(b) which is maintained by an eligible employer described in Code Section 457(e)(1)(A), 

that accepts the distributee's eligible rollover distribution. If any portion of an eligible rollover 

distribution is attributable to payments or distributions from a designated Roth account, an eligible 

retirement plan with respect to such portion shall include only another designated Roth account. 

Effective for distributions prior to January 1, 2002, notwithstanding the above, in the case of an 

eligible rollover distribution to the surviving spouse, an eligible retirement plan is only an individual 

retirement account or individual retirement annuity. 

 

1.19 "Eligible Rollover Distribution" means all or any portion of the pre-tax contributions,  Roth 

457(b) contributions and earnings thereon to the credit of a Distributee, except that an Eligible Rollover 
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Distribution shall not include (a) any distribution that is (i) one of a series of substantially equal periodic 

payments (not less frequently than annually) made for the life (or life expectancy) of the Distributee or 

the joint lives (or joint life expectancies) of the Distributee and the Distributee’s Designated 

Beneficiary or (ii) for a specified period of ten years or more, (b) any distribution to the extent such 

distribution is required under Section 401(a)(9) of the Code, (c) any distribution due to a hardship of 

the Distributee, including, without limitation, an Unforeseeable Emergency pursuant to Section 6.1, 

and (d) the portion of any distribution that is not includible in gross income. 

 

1.20 "Employee" means any individual who receives compensation for services from the State 

or Local Public Body, including any elected or appointed officer or employee of the State or Local 

Public Body. An Employee shall not include an independent contractor, a consultant or any other 

individual classified by the State or Local Public Body as not eligible to participate in the Plan. 

 

1.21 "Employer" means the State of New Mexico or Local Public Body, within the meaning of 

Section 457(e)(1)(A) of the Code. 

 

1.22 "Enrollment Date" means, with respect to Participant, any payroll date on which such 

Employee receives Compensation. 

 

1.23 “Includible Compensation” as determined in accordance with Code Sections 457(e)(5) and 

415(c)(3) and the regulations promulgated thereunder, means the Participant's compensation for a 

taxable year for services performed for the State or Local Public Body, including the amount of any 

elective deferral, as defined in Code Section 402(g)(3), and any amount contributed or deferred by the 

Participating Employer at the election of the Employee and which is not includible in the gross income 

of the Employee by reason of Code Sections 125, 132(f)(4), or 457. 

 

1.24 “Investment Option” means one of the available alternatives for crediting investment 

earnings to a Participant’s Account, which shall be based upon the performance of one or a 

combination of the investment portfolios maintained under the Trust Fund. 

 

1.25 “Investment Consultant” means any corporation, partnership or persons who provide 

investment consultation services to the Board on behalf of the Plan. 

 

1.26 "Life Expectancy" means Life Expectancy as computed by use of the Single Life Table in 

section 1.401(a)(9)-9 of the Treasury regulations. 

 

1.27 “Local Public Body” means all political subdivisions of the State, their agencies, 

instrumentalities and institutions. 

 

1.28 "Normal Retirement Age" means, for purposes of Section 3.2(b), the age designated by the 

Participant between: 

 

(a) any age that is on or after the earlier of age 65 or the earliest age at which a 

Participant has the right to retire under the Participating Employer’s basic pension plan, if any, without 

the Participating Employer’s consent and to receive immediate retirement benefits without actuarial or 

similar reduction because of early retirement, and 

 

(b) that is not later than age 70½. 
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In the case of a Participant who continues to work beyond age 70½ and who, upon the attainment of 

age 70½, had not made the catch-up election provided for under Section 3.2(b), the Normal Retirement 

Age shall be the age at which the Participant Severs from Employment with the Employer. 

Notwithstanding anything in the Plan to the contrary, the Participant’s designation of a Normal 

Retirement Age under Section 3.2(b) shall not control the date that payment of such Participant’s 

benefits shall commence pursuant to Section 8. 

 

1.29 "Participant" means an Employee or former Employee who has given an investment 

direction under Section 4 and who continues to have an Account or Rollover Account under the Plan. 

 

1.30 "Participant's Account Balance" means the account balance as of the last valuation date in 

the Plan Year immediately preceding the Distribution Calendar Year (valuation calendar year) 

increased by the amount of any contributions made and allocated or forfeitures allocated to the account 

balance as of dates in the valuation calendar year after the valuation date and decreased by distributions 

made in the valuation calendar year after the valuation date. The account balance for the valuation 

calendar year includes any amounts rolled over or transferred to the Plan either in the valuation calendar 

year or in the Distribution Calendar Year if distributed or transferred in the valuation calendar year. 

 

1.31 "Participating Employer" means the State or any Local Public Body, the governing body 

of which has adopted the Plan by appropriate resolution and has filed such resolution with the Deferred 

Compensation Manager and approved by the Board pursuant to 2 NMAC 85.400.8 (A). Any 

Participating Employer that so adopts this Plan shall be deemed thereby to appoint the Board its 

exclusive agent to exercise on its behalf all of the power and authority conferred hereby upon the Board. 

The authority of the Board to act as such agent shall continue until the Participating Employer has 

withdrawn from the Plan pursuant to Section 13 and 2 NMAC 85.400.8 (B) and the value of the 

Plan Benefits attributable to such Participating Employer’s Employees have been distributed or 

transferred to another eligible deferred compensation plan under Section 457 of the Code, as provided 

in the Plan. 

 

1.32 "Participation Agreement" means a written or electronic agreement between a Participant 

and the Participating Employer, pursuant to which the Participant elects to reduce his or her 

Compensation and to have the Amount Deferred contributed to the Plan on his or her behalf in 

accordance with the terms of the Plan. 

 

1.33 "Plan" means the State of New Mexico Deferred Compensation Plan, as amended from time 

to time. 

 

1.34 "Plan Benefit" means, with respect to a Participant, the interest of such Participant in the 

Trust Fund, excluding any portion of such interest payable to an Alternate Payee pursuant to a Qualified 

Domestic Relations Order. 

 

1.35 “Plan Trustee” means the Public Employees Retirement Board of New Mexico in its role as 

fiduciary to the Plan. The Plan Trustee’s only duty under the Plan is to ensure that all investments, 

amounts, property and rights held under the Plan trust are held for the exclusive benefit of the 

Participants and their beneficiaries. 

 

1.36 "Plan Year" means the calendar year in which the Plan becomes effective, and each 
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successive calendar year. 

 

 

1.37 “Public Safety Officer” for purposes of Code Section 402, is an individual servicing a public 

agency in an official capacity as a law enforcement officer, firefighter, chaplain, or a member of a 

rescue squad or ambulance crew as defined in Section 1204(9)(A) of the Omnibus Crime Control and 

Safe Streets Act of 1968 (42 USC §3796b(9)(A)).  

 

1.38 "Qualified Domestic Relations Order" means any judgment, decree or order, including, 

but not limited to, approval of a property settlement agreement or withholding of a child support 

obligation, which has been determined by the Third Party Administrator to meet the requirements of a 

qualified domestic relations order within the meaning of Section 414(p) of the Code. 

 

1.39 “Qualified Health Insurance Premiums” means premiums for coverage for the Eligible 

Retired Public Safety Officer, his/her spouse, and dependents, by an accident or health plan or qualified 

long-term care insurance contract as defined in Code Section 7702B(b).  

 

1.40 "Required Beginning Date" means April 1 of the Plan Year following the later of (i)  the 

Plan Year in which the Participant reaches age seventy and one-half (70½), or (ii) the Plan Year in 

which the Participant retires. 

 

1.41 "Rollover Account" means the account established and maintained on behalf of a Participant 

pursuant to Section 5.1(a) that may consist of one or more of the following: a 401(a) Rollover Account 

(that should include any 401(k) rollovers), an IRA Rollover Account, a 403(b) Rollover Account, a 

457 Rollover Account, and a 403(b) Rollover Accountand a Roth 457(b) Rollover Account. 

 

1.42 "Rollover Contribution" means a cash amount contributed by a Participant to a Rollover 

Account which the Third Party Administrator has determined qualifies as an Eligible Rollover 

Distribution and which the Third Party Administrator, in accordance with guidelines promulgated by 

the Board, has determined may be contributed; provided that the distributing Eligible Retirement Plan 

shall have separately accounted for all amounts included in the Rollover Contribution. 

  

1.43 “Roth 457(b) Contribution” means contributions that are:  

  

(a) made by the Employer to the Plan pursuant to a Participation Agreement entered 

into by a Participant, which qualifies as a “designated Roth contribution” within the 

meaning of Code Section 402(a); 

(b) irrevocably designated by the Participant at the time of the cash or deferred election 

as a Roth 457(b) Contribution that is being made in lieu of all or a portion of the 

Elective Deferrals the Participant is otherwise eligible to make under the Plan; and 

1.42(c) treated by the Employer as includible in the Participant’s income at the time the 

Participant would have received that amount in cash if the Participant had not made 

a cash or deferred election.  

 

1.44 “Roth 457(b) Rollover Account” means an In-Plan Roth 457(b) Rollover Account, a 

rollover of In-Plan Roth 457(B) Rollover Account, a rollover of In-Plan Roth Non-457(b) Rollover 

Account, a Roth 457(b) Contribution Account, and a Roth non-457(b) Rollover Account. 
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1.45  "Section 457 Transfer" means a transfer made into an Account pursuant to Section 9.3(a). 

1.43  

 

1.441.46 “Severance from Employment " means the Participant dies, retires, or otherwise has a 

severance from employment with the Participating Employer within the meaning of Code Section 

457(d)(l)(A)(ii). A Participant shall be deemed to have severed employment for purposes of the Plan 

when, in accordance with the established personnel practices of the Participating Employer, the 

employment relationship is considered terminated.  For purposes   of distributions to an individual in 

the uniformed services, such individual will be treated as incurring a Severance from Employment 

during any period the individual is performing service in the uniformed services described in Code § 

3401(h)(2)(A). However, the Plan will not distribute the benefit to such an individual without that 

individual’s consent, so long as the individual is receiving differential wage payments. 

 

1.451.47 “Service” means any period of time the Employee is in the employ of the Employer, 

including any qualified military service the Plan must credit for contributions and benefits in order to 

satisfy the crediting of Service requirements of Code §414(u). 

 

1.461.48 "State" means the State of New Mexico. 

 

1.471.49 "Surviving Spouse" means the survivor of a deceased Participant to whom such Participant 

was legally married on the date of the Participant’s death. 

 

1.481.50 “Third Party Administrator” means the contract administrator that performs record 

keeping, enrollment, education services and other administrative duties for the Plan. 

 

1.491.51 "Treasury Regulations" means the regulations promulgated by the Treasury Department 

under the Code, as now in effect or as hereafter amended.  All citations to sections   of the Treasury 

Regulations are to such sections as they may from time to time be amended or renumbered. 

 

1.501.52 "Trust Declaration" means the written agreement made between the Board and the Third 

Party Administrator for the purposes of the Plan, as may be amended from time to time, pursuant to 

which all cash and other rights and properties and all income attributable to such cash and rights and 

properties are held in trust for the exclusive benefit of Participants and their Beneficiaries and Alternate 

Payees, as such agreement may be amended from time to time. 

 

1.511.53 "Trust Fund" means the assets of the Plan, including cash and other rights and properties 

arising from Amounts Deferred, Section 457 Transfers, and Rollover Contributions, and Roth 457(b) 

Rollover Contributions, which are held and administered by the Plan Trustee pursuant to the Trust 

Declaration. 

 

1.521.54 "Unit" means a unit measuring the value of a Participant’s proportionate interest in an 

Investment Option. 

 

1.531.55 “Unforeseeable Emergency” means a severe financial hardship to a Participant resulting 

from a sudden and unexpected illness or accident of the Participant, of the Designated Beneficiary, or 

of a spouse, or of a dependent of the participant or a Designated Beneficiary, as defined by Section 

152(a) of the Code, loss of the Participant’s or Designated Beneficiary’s property due to casualty, or 

other similar extraordinary and unforeseeable circumstances arising as a result of events beyond the 



DC PLAN DOCUMENT 08170819  8  

control of the Participant. Withdrawals for foreseeable expenditures normally budgetable shall not 

constitute Unforeseeable Emergencies. The Third Party Administrator shall determine in its sole 

discretion whether a hardship to a Participant constitutes an Unforeseeable Emergency. 

 

1.541.56 "USERRA" means the provisions of the Uniformed Services Employment and 

Reemployment Rights Act of 1994 contained in chapter 43 of title 38 of the United States Code. 

 

1.551.57 "Valuation Date" means each Business Day, except that for purposes of an Investment 

Option invested primarily in guaranteed investment contracts and synthetic guaranteed investment 

contracts, Valuation Date shall mean the last Business Day of each month of each Plan Year unless the 

Board shall, in its discretion, determine that the Valuation Date of such Investment Option shall occur 

more frequently. 

 

 

SECTION 2.  PARTICIPATION 

 

2.1 (a) Each Employee shall be eligible to participate in the Plan as  of  any Enrollment Date 

following the date he or she becomes an Employee, and shall commence such participation in the Plan 

by duly filing with their Employer and the Third Party Administrator, in a manner prescribed by the 

Third Party Administrator, a Participation Agreement and any enrollment forms or other pertinent 

information concerning the Employee and his or her Designated Beneficiary which the Third Party 

Administrator may require; provided, however, that in no event shall any deferral be accepted until the 

first Enrollment Date following the date on which such Participation Agreement is filed. 

 

 (b) Each Employee enrolling in the Plan shall provide the Third Party Administrator, at 

the time of initial enrollment and thereafter if there are any changes, with such information as may be 

required by the Third Party Administrator. 

 

2.2 Participation in the Plan by Employees shall be wholly voluntary. The participation of a 

Participant shall cease upon payment to the Participant of the entire value of his or her Plan Benefit or 

upon the Participant’s death prior to such payment. 

 

 

SECTION 3.  AMOUNTS DEFERRED 

 

3.1 (a) A Participant may elect to defer compensation Compensation under the Plan, including 

Roth 457(b) contributions,  by authorizing, on his or her Participation Agreement,  regular payroll 

deductions that do not in the aggregate exceed the limitations of Section 3.2. 

 

 (b) A participant may increase or decrease the rate of, or change the deferral of his or her 

Compensation, within the limitations of Section 3.2, by duly filing a new Participation Agreement, or 

such other form authorized for such purpose by the Third Party Administrator, with the Employer and 

the Third Party Administrator in the manner prescribed by the Third Party Administrator. 

 

 (c) A participant may discontinue, or temporarily suspend, his or her deferral of 

Compensation as of any Enrollment Date by giving written notice thereof to the employer and the 

Third Party Administrator in the manner prescribed by the Third Party Administrator prior to such 

date.  
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3.2 (a) The amount that may be deferred by a Participant for any Plan Year shall be a 

minimum of $260 and shall not exceed the lesser of: (i) the maximum allowable amount as may be 

permitted pursuant to Section 457(e)(15) of the Code, and (ii) 100% of the Participant’s Includible 

Compensation for the Plan Year.  

 

 (b) Notwithstanding the limitation provided for in Section 3.2(a), a Participant may file an 

election in the manner prescribed by the Third Party Administrator to have the catch-up limitation set 

forth in this Section 3.2(b) apply to the determination of the maximum amount that may be deferred 

during one or more of the last three Plan Years ending before attainment of the Participant’s Normal 

Retirement Age. If the catch-up limitation is elected, the maximum amount that may be deferred for 

each of the Plan Years covered by the election shall not exceed the lesser of: 

 

(i) twice the dollar amount in effect under Code Section 457(b)(2)(A) and as set forth 

in Section 3.2(a)(i); and 

 

(ii) the sum of the maximum elective deferral amount established for purposes of Code 

Section 457(b)(2) for the taxable year (determined without regard to Code Section 457(b)(3)) and as 

set forth in Section 3.2(a), plus so much of the maximum elective deferral amount established for 

purposes of Code Section 457(b)(2) for taxable years before the taxable year as has not previously been 

used under Code Section 457(b)(2) or Code Section 457(b)(3). For years prior to 2002, the 

underutilized amounts must be reduced by salary reductions or elective contributions under any eligible 

Code Section 457(b) plan, any Code Section 401(k) plan, any Code Section 402(h)(1)(B) arrangement, 

any Code Section 403(b) annuity, any Code Section 408(p) account or any contribution to a Code 

Section 501(c)(8) organization. For taxable years beginning in or after 2002, the underutilized amount 

must be reduced by the annual deferrals under this Plan. A Participant may not elect to have this Section 

3.2(b) apply more than once, whether or not the Participant rejoins the Plan after Severance from 

Employment. 

 

 (c) All Participants who have attained age 50 before the close of a Plan Year and who are 

not permitted to defer additional Compensation pursuant to Section 3.2(a) for such Plan (or other 

applicable) Year, due to the application of any limitation imposed by the Code or the Plan, shall be 

eligible to make additional catch-up contributions in accordance with, and subject to, the limitations 

of this Section 3.2(c) and Section 414(v) of the Code and the Treasury Regulations thereunder; 

provided, however, that Participants who are eligible to make catch-up contributions under Section 

3.2(b) shall not be eligible to make additional catch-up contributions under this Section 3.2(c). 

Additional catch-up contributions pursuant to this Section 3.2(c) shall not exceed the lesser of: (i) the 

excess if 100% of Participant’s Includible Compensation for the Plan Year, over the sum of any other 

Amounts Deferred by the Participant for such Plan Year; and (ii) such allowable amount as may be 

permitted by Section 414(v)(2)(B) of the Code.  

 

(d) The Third Party Administrator shall disallow deferral of compensation Compensation 

under the Plan in excess of the limitations stated above. In the event that the limit on deferral of 

compensation Compensation is exceeded as a result of a failure to apply the Code Section 457 

limitations (without regard to a Participant's individual limitation under Code Section 457(c)), the 

Third Party Administrator shall distribute such excess deferrals to the Participant, with allocable net 

income, as soon as administratively practicable after the Third Party Administrator determines that the 

amount is an excess deferral. The Third Party Administrator shall have no liability to a Participant if 

the Third Party Administrator fails to disallow a deferral in excess of such limitations, if the 
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Participant’s Participation Agreement directed such deferral. 

 

(e) Notwithstanding any provisions of this Plan to the contrary, if the Participant is rehired 

following qualified military service, as defined in the Uniformed Services Employment and 

Reemployment Rights Act, the Participant shall be entitled to make contributions to the Plan from his 

or her current earnings attributable to the period of time contributions were not otherwise allowable 

due to military service. Such contributions shall be in addition to contributions otherwise permitted 

under the Plan, and will be made as permitted under the Plan and Internal Revenue Code Section 

414(u). Such additional contributions shall be based on the amount of Compensation and employer 

contribution amounts that the Participant would have received from the Employer but for the military 

service, and such contributions shall be subject to the Plan’s terms and conditions in effect during the 

applicable period of military service. Such contributions may be made during the period that begins 

upon reemployment and extends for the lesser of five years or the Participant's period of military 

service multiplied by three. 

 

(f) Effective January 1, 2002, the maximum amount of the compensation Compensation 

of any one individual which may be deferred under Code Section 457(a) during any taxable year shall 

not exceed the amount in effect under Code Section 457(b)(2)(A) (as modified by any adjustment 

provided under Code Section 457(b)(3)). 

 

(g) The amount of compensation Compensation deferred under an eligible 457 plan, 

whether by salary reduction, is taken into account as an annual deferral in the taxable year of the 

participant in which deferred, or, if later, the year in which the amount of compensation Compensation 

deferred is no longer subject to a substantial risk of forfeiture.  

 

(h) The Participating Employer and the Participant are responsible for ensuring 

coordination of these limits with all other 457 plans in which the Participant participates.  

 

 

SECTION 4.  INVESTMENT OF AMOUNTS DEFERRED AND ROLLOVER 

CONTRIBUTIONS 

 

4.1 All amounts of Compensation deferred in accordance with Section 3 shall be paid by the 

Employer as promptly as possible, but in no event later than two Business Days from the applicable 

payroll date, to the Third Party Administrator and shall be invested promptly in accordance with the 

investment directions of the Participant by the Third Party Administrator (but in no event later than 

one Business Day following receipt thereof by the Third Party Administrator) in the Investment 

Options provided by one or more Deferred Compensation Carriers appointed by the Board in 

accordance with NMSA 1978, Section 10-7A-5 (2017). The Board shall have the right in its sole 

discretion to replace any Deferred Compensation Carrier or Investment Option with a successor 

Deferred Compensation Carrier or Investment Option or to select any additional Deferred 

Compensation Carrier or Investment Option and to incur any and all reasonable fees and expenses on 

behalf of the Plan and to allocate such fees and expenses among Accounts and Rollover Accounts in 

connection with such replacement or addition.  

 

4.2 An Employee who has enrolled in the Plan pursuant to Section 2 shall, by filing an investment 

direction on such manner as prescribed by the Third Party Administrator, specify the percentage (in 

multiples of one percent or such other percentage as may be prescribed by the Third Party 
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Administrator from time to time) of the amount of his or her Amounts Deferred, Section 457 Transfers, 

and Rollover Contributions that shall be allocated to each Investment Option made available by the 

Board; provided, however, that the same percentages shall apply to the Rollover Account, as apply to 

the Account.  

 

4.3 Any investment direction given by a Participant shall be deemed to be a continuing direction 

until changed. A Participant may change his or her investment direction with respect to future Amounts 

Deferred, future Section 457 Transfers, and future Rollover Contributions by giving notice on such 

manner as prescribed by the Third Party Administrator; provided, however, that the same percentages 

shall apply to the Rollover Account, as apply to the Account. All future Amounts Deferred, future 

Section 457 Transfers, and future Rollover Contributions shall be invested by the Third Party 

Administrator in the Investment Options in accordance with such changed direction. 

 

4.4 (a)  As of any Valuation Date during a Plan Year, a Participant may direct, by giving notice 

in the manner prescribed by the Third Party Administrator, to the Third Party Administrator that all, 

or any multiple of one percent (or such other percentage as may be prescribed by the Third Party 

Administrator from time to time), of his or her interest in any of  the Investment Options be liquidated 

and the proceeds thereof transferred to one or more other Investment Options in the proportions 

directed by such Participant. 

 

 (b)  If the Third Party Administrator, Investment Consultant, or any Deferred 

Compensation Carrier appointed by the Board shall advise the Board that it is not reasonably  able to 

prudently liquidate the necessary amount and transfer it from one of the Investment Options to another, 

the amount to be transferred with respect to each Participant who duly requested such a transfer may 

be reduced in proportion to the ratio which the aggregate amount that the Third Party Administrator, 

Investment Consultant, or the Deferred Compensation Carrier has advised the Board may not prudently 

be so transferred bears to the aggregate amount that all Participants have duly requested be so 

transferred. Regardless of any Participant’s investment direction, no transfer between Investment 

Options may be made in violation of any restriction imposed by the terms of the agreement between 

the Board or the Third Party Administrator and a Deferred Compensation Carrier providing any 

Investment Option or of any applicable law. Notwithstanding anything in this Section 4.4(b) to the 

contrary, the Third Party Administrator or the Deferred Compensation Carrier may have the right, 

without prior notice to any Participant, to suspend for a limited period of time daily transfers between 

and among Investment Options for one or more days if the Third Party Administrator or the Deferred 

Compensation Carrier determines that such action is necessary or advisable (i) in light of unusual 

market conditions, (ii) in response to technical or mechanical problems with the Plan's automated 

system, if any, or the Plan's Third Party Administrator and (iii) in connection with any suspension of 

normal trading activity on the New York Stock Exchange. 

 

4.5 The Third Party Administrator shall have the right to decline to implement any investment 

direction upon determination that: (i) the person giving the direction is legally incompetent to do so; 

(ii) implementation of the investment direction would be contrary to the Plan or applicable law or 

governmental ruling or regulation including, but not limited to, Treasury Regulations; or (iii) 

implementation of the investment direction would be contrary to a court order, including, but not 

limited to, a Qualified Domestic Relations Order. 

 

4.6 Each Participant is solely responsible for the investment and allocation of his or her Plan 

Benefit in and among the Investment Options and shall assume all risk in connection with any decrease 
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in the value of any or all of the Options. The fact that a particular Investment Option is available to 

Participants for investment under the Plan shall not be construed as a recommendation for investment 

in such Investment Option. 

 

4.7 The entire value of each Participant’s Account and Rollover Account and each Alternate Payee 

Account under the Plan shall be set aside and held in the Trust Fund pursuant to the Trust Declaration 

for the exclusive benefit of Participants and their Designated Beneficiaries and Alternate Payees and 

defraying reasonable expenses of the Plan and of the Trust Fund pursuant to Section 5.3. 

 

(a)    Each Participant shall be 100% vested at all times in his or her Plan Benefit in accordance 

with the terms of the Plan. Each Alternate Payee shall be 100% vested at all times in his or her Alternate 

Payee Account in accordance to the terms of the Plan.  

 

4.8 (a)  Notwithstanding any other provision of the Plan, during any period when   an Alternate 

Payee Account is created and the corresponding interest in the Trust Fund is segregated on behalf of 

an Alternate Payee pursuant to a Qualified Domestic Relations Order as provided in Section 15.4(b), 

the Alternate Payee may be entitled to direct the investment of such interest in accordance with this 

Section 4 as if he or she were the Participant, to the extent provided in such order. In the event that an 

Alternate Payee fails to specify an investment direction, such Alternate Payee’s interest in the Trust 

Fund shall be invested in the same manner as the relevant Participant’s Plan Benefit as of the date of 

creation of the Alternate Payee Account.  

 

 (b)  Notwithstanding any other provision of the Plan, during any period following the death 

of a Participant and prior to distribution of the entire Plan Benefit of such Participant, such Participant’s 

Designated Beneficiary shall be entitled to direct the investment of such Plan Benefit, or, as applicable, 

his or her proportional interest in such Plan Benefit, in accordance with this Section 4 as if he or she 

were the Participant. 

 

4.9 No power of attorney, other than one properly executed in accordance with the Uniform 

Statutory Power of Attorney Act, NMSA 1978, Sections 45-5-601 through 45-5-617 (1995), as such 

may be amended from time to time, shall be effective to permit an attorney-in-fact to make any 

investment direction on behalf of a Participant except upon specific determination by the Third Party 

Administrator that the instrument expressly grants the power to act on behalf of the Participant 

regarding investment direction under this Plan. 

 

 

SECTION 5.  ACCOUNTS AND RECORDS OF THE PLAN 

 

5.1 (a) The Third Party Administrator shall establish and maintain an Account and, as 

necessary, a Rollover Account on behalf of each Participant and, to the extent his or her entire Plan 

Benefit has not been distributed, each former Participant showing the value of his or her Plan Benefit, 

the value of the portion of his or her Plan Benefit, if any, which is invested in each Investment Option 

and other relevant data pertaining thereto. Each Account and Rollover Account shall be adjusted as of 

each Valuation Date to reflect all Units or dollars credited thereto and valued as provided in Section 

5.2(b) less all Units or dollars distributed, withdrawn or deducted therefrom in accordance with the 

terms of the Plan. With respect to each Participant all Amounts Deferred, all Section 457 Transfers in 

accordance with Section 9.3(a) and all Rollover Contributions in accordance with Section 9.2(a) shall 

be credited to his or her Account or Rollover Account, as applicable.  
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(b) Each Participant, and, for any period following the death of a Participant and prior to 

distribution of the entire Plan Benefit of such Participant, each Designated Beneficiary, shall be 

furnished with a written statement of his or her Account and Rollover Account (including the value of 

the interest he or she has, if any, in each Investment Option and the amount of and explanation for each 

allocation to or deduction from his or her Account and Rollover Account since the last statement 

provided) at least quarterly. During the period prior to distribution of his or her entire interest under 

the Plan, each Alternate Payee shall be furnished with a written statement of his or her Alternate Payee 

Account (including the value of the interest he or she has, if any, in each Investment Option and the 

amount of and explanation for each allocation to or deduction from his or her Alternate Payee Account 

since the last statement provided) at least quarterly. 

 

 (c) The establishment and maintenance of, or allocations and credit to, the Account and 

Rollover Account of any Participant shall not vest in such Participant or his or her Designated 

Beneficiary any right, title or interest in and to any Trust Fund assets or Plan benefits except at the time 

or times and upon the terms and conditions and to the extent expressly set forth in the Plan and the 

Trust Declaration. The establishment and maintenance of, or allocations and credit to, the Alternate 

Payee Account of any Alternate Payee shall not vest in such Alternate Payee any right, title or interest 

in and to any Trust Fund assets or Plan benefits except at the time or times and upon the terms and 

conditions and to the extent expressly set forth in the Qualified Domestic Relations Order, the Plan 

and the Trust Declaration. 

 

5.2 (a) The Plan Benefit shall equal the value of a Participant’s Account and Rollover 

Account, which shall be determined by aggregating the value of his or her separate interests, if any, in 

each Investment Option.   

 

(b) The Trust Fund shall consist of the Investment Options. The aggregate value of the 

Accounts and the Rollover Accounts, the Alternate Payee Accounts and any reserve for expenses and 

suspense accounts, if any, shall be equal to the value of the Trust Fund. Each Investment Option shall 

be valued pursuant to the Trust Declaration and the agreements between the Board or the Third Party 

Administrator and the Deferred Compensation Carriers to reflect the effect of income received and 

accrued, realized, and unrealized profits and losses, and all other transactions of the preceding period.    

 

5.3 (a) The expenses of administering the  Plan,  including  (i)  the  fees  and  expenses of the 

Deferred Compensation Carriers and Third Party Administrator for the performance of their duties 

under the Plan, (ii) the fees and expenses, if any, incurred by Public Employees Retirement Association 

in the performance of its duties under the Plan (including reasonable compensation for any legal 

counsel, settlements of claims or legal actions approved by counsel to the Plan, certified public 

accountants, consultants, and agents and cost of services rendered in respect of the Plan and the Trust 

Declaration (as provided therein), and (iii) all other proper charges and disbursements of the Deferred 

Compensation Carriers, Third Party Administrator, shall be paid out of the Trust Fund, and allocated 

to and deducted from the Accounts, Rollover Accounts, and Alternate Payee Accounts as of each 

Valuation Date. 

 

 (b) Brokerage fees, transfer taxes and any other expenses incident to the purchase or sale 

of securities by the Deferred Compensation Carriers for the Investment Options shall be deemed to be 

part of the cost of such securities, or deducted in computing the proceeds therefrom, as the case may 

be. Taxes, if any, of any and all kinds whatsoever which are levied or assessed on any assets held or 

income received by the Trust Fund shall be allocated to and deducted from the Accounts and Alternate 

Payee Accounts in accordance with the provisions of this Section 5. 
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SECTION 6.  WITHDRAWALS FOR UNFORESEEABLE EMERGENCIES; 

WITHDRAWALS OF SMALL ACCOUNTS 

 

6.1 Upon determination of an Unforeseeable Emergency, the Third Party Administrator may, in 

its sole discretion, permit a payment to be made to the Participant in an amount which does  not exceed 

the lesser of (i) the amount reasonably needed to satisfy the emergency need, which may include any 

amounts necessary to pay any federal, state, or local taxes, or (ii) an amount which, together with any 

prior distribution or withdrawal, does not exceed the value of the Participant’s Plan Benefit 

determined as of the most recent Valuation Date. Any such payment shall be made from the Trust Fund 

by the Third Party Administrator and shall be withdrawn by the Third Party Administrator pro rata 

from the Investment Options in which the Participant has an interest. Such payment shall first be 

charged to the Account of the Participant and, if necessary, then to the Rollover Account, unless 

otherwise directed by the Participant. All payments shall be made in one lump cash sum within the 

servicing time as provided in the Plan Services Agreement, or such other time period the Board shall 

determine, after approval of the request. 

 

6.2 (a) For purposes of the Section 6, an Unforeseeable Emergency is defined, as required by 

the Treasury Regulations promulgated under Section 457 of the Code, as a severe financial hardship 

to a Participant resulting from a sudden and unexpected illness or accident of the Participant, of the 

Designated Beneficiary, or of a spouse, or of a dependent of the participant or a Designated 

Beneficiary, as defined in Section 152(a) of the Code, of the Participant, loss of the Participant’s or 

Designated Beneficiary’s property due to casualty, or other similar extraordinary and unforeseeable 

circumstances arising as a result of events beyond the control of the Participant. Treasury Regulations 

provide that, “except in extraordinary circumstances,” the need to send a Participant’s child to college 

or the desire to purchase a home does not constitute an Unforeseeable Emergency. In accordance with 

Deferred Compensation Rules and Regulations, divorce does not constitute an Unforeseeable 

Emergency. 

 

 (b) For purposes of this Section 6, an amount will not be considered to be reasonably 

needed to meet the financial need created by an Unforeseeable Emergency to the extent that such need 

is or may be relieved (i) through reimbursement or compensation by insurance or otherwise, (ii) by 

liquidation of a Participant’s assets, to the extent the liquidation of such assets would not itself cause 

severe financial hardship, or (iii) by cessation of deferrals under the Plan. 

 

6.3 A Participant with respect to whom his or her Account, irrespective of the amount in the 

Participant's Rollover Account, does not exceed $5,000 (or such greater amount as may be permitted 

by Section 401(a)(11) of the Code) may elect at any time to receive a lump sum distribution of the 

entire balance to the credit of his or her Account and Rollover Account within the servicing time as 

provided in the Plan Services Agreement, or such other time period the Board shall determine, 

following such election, provided that: 

 

(a) There has been no Amount Deferred by such Participant during the two-year period 

ending on the date of distribution; and 

 

(b) There has been no prior distribution elected by such Participant pursuant to this  

Section 6.3.  
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SECTION 7.  LOANS TO PARTICIPANTS 

 

7.1 A Participant may apply for and receive a loan from his or her Account,account as provided 

for in this Section 7.  

 

7.2 Any loan by the Plan to a Participant under this Section 7 shall be subject to the loan 

administrative procedures established by the Third Party Administrator as well as the following 

requirements: 

 

(a) Any participant Participant may apply for a loan from the Plan. A participant 

Participant who has defaulted on a previous loan from the Plan shall not be eligible for another loan 

from the Plan until the defaulted loan is repaid in full, including accrued interest and fees.  

 

(b)   A Participant must complete and return to the Third Party Administrator a loan 

application. A non-refundable application fee established by the Third Party Administrator will be 

deducted from the Participant’s Account(s) at the time of loan origination. Before a loan is issued, the 

Participant must enter into a legally enforceable loan agreement as provided for by the Third Party 

Administrator.  

 

(c)  Any such loan by the Plan to the Participant shall be withdrawn by the Third Party 

Administrator pro rata from the Investment Options in which the Participant has an interest unless 

otherwise directed by the Participant, subject to any applicable investment period requirement. 

 

 

 (cd)  The Participant receiving a loan shall be required to furnish to the Third Party 

Administrator any information and authorization necessary to effectuate repayment of the loan prior 

to the commencement of the loan. 

 

 (de) The maximum term over which a loan may be repaid is five (5) years, unless the 

Participant certifies in writing to the Third Party Administrator that the loan is to be used to acquire a 

dwelling unit which, within a reasonable time, is to be used as a principal residence of the Participant, 

in which case the maximum term shall be fifteen (15) years. 

 

(ef) Each loan shall be amortized in substantially equal payments consisting of principal 

and interest during the term of the loan, except that the amount of the final payment may be higher or 

lower. 

 

 (fg) In the event that a payment cannot be processed because of lack of sufficient funds, 

the Third Party Administrator shall assess an insufficient funds charge, which will be deducted from 

the Participant’s Account(s). 

 

 (gh) The interest rate shall be equal to one (1) percentage point above the prime rate as 

published in the Wall Street Journal two weeks prior to the end of the most recent calendar-year 

quarter. The interest rate shall be determined at the time the loan is made and shall be fixed for the 

duration of the loan. 

 

 (hi) Each Participant may have only one (1) Plan loan outstanding at any given time. A 

Plan loan which is in default, even if the defaulted loan was treated as a "deemed distribution" 

under federal regulations, shall be treated as an outstanding loan until such participant’s account 
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balance is offset by the amount of principal and accrued interest under the loan. 

 

(ij) The Participant must pay the full amount of each loan payment (principal and interest) 

on the date that it is due. Failure to make such a payment by the due date, or within any cure period 

established by the Third Party administratorAdministrator, shall cause the Participant to be in default 

for the entire amount of the loan, including any accrued interest. A loan will also be in default if the 

Participant either refuses to execute, revoke, or rescind any agreement necessary to comply with the 

provisions of this Section 7 or the loan administrative procedures established by the Third Party 

Administrator, commences or has commenced against Participant a bankruptcy case, or upon the death 

of the Participant. Notwithstanding anything elsewhere in the Plan to the contrary, in the event a loan 

is outstanding hereunder on the date of a Participant’s death, his or her estate shall be his or her 

Beneficiary as to the portion of his or her interest in the Plan invested in such loan, with the Beneficiary 

or Beneficiaries as to the remainder of his or her interest in the Plan to be determined in accordance 

with otherwise applicable provisions of the Plan. 

 

 (jk) By accepting a loan, the Participant is giving a security interest in their vested Plan 

balance as of the loan process date, together with all additions thereof, to the Plan that shall at all times 

be equal to one hundred percent (100%) of the unpaid principal balance of the loan together with 

accrued interest.  

 

 

 (kl) The maximum amount of any loan permitted under the plan is the lesser of: (i) fifty 

percent (50%) of the Participant’s vested account balance less any outstanding loan balances under the 

Plan, or (ii) $50.,000.00 less the highest outstanding loan balance during the preceding one-year period. 

The Third Party Administrator shall establish the minimum loan amount. The Participant and not the 

Third Party administrator shall at all times remain responsible for ensuring that any loan received under 

the Plan is in accordance with these limits with regard to any other loans received by the Participant 

under any other plans of the Participant’s employer.  

 

 (lm) Until a loan is repaid in full, an annual loan maintenance fee established by the Third 

Party Administrator will be deducted from the Participant’s Account(s).  

 

 (mn) At the time when a default occurs and for each year thereafter until the defaulted loan 

is paid in full, a loan default fee established by the Third Party Administrator will be deducted from 

the Participant’s Account(s).  

 

7.3 The Third Party Administrator shall fix such other terms and conditions necessary to the 

administrative maintenance of the provisions of this Section 7 and as necessary to comply with the 

Internal Revenue Code and Regulations thereunder.  

 

 

SECTION 8.  DISTRIBUTIONS FROM THE PLAN AND OTHER ELIGIBLE RETIREMENT 

PLANS 

 

8.1 (a) Except as otherwise provided in Sections 6, 8.6 and 9, a Participant may not receive a 

distribution of his or her Plan Benefit earlier than: (i) the Plan Year in which the Participant attains age 

70½; or (ii) when the Participant has a severance from employment with the Employer.  

 

Upon a Participant’s Severance from Employment with the Participating Employer for  any reason 
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other than death, at the beginning of the Plan Year in which he or she attains age 70½, the Participant 

shall be entitled to receive an amount equal to the value of his or her Plan Benefit, which shall be paid 

in accordance with Section 8.3 as of the commencement date elected by the Participant in accordance 

under Section 8.4(a), so long as the commencement date is in compliance with Code Section 401(a)(9). 

 

 (b) In the case of a Participant who continues in service with the Employer following his 

or her attainment of age 70½, such Participant may elect to commence the distribution of his or her 

Plan Benefit and such election shall designate a method of payment in accordance with Section 8.3. 

 

 (c) Notwithstanding anything in this Section 8.1 to the contrary,  in accordance with the 

requirements of Section 401(a)(9) of the Code, distributions shall commence no later than the April 1st 

following the Plan Year in which (i) the Participant attains age 70½ or (ii) the Participant Severs from 

Employment, whichever is later.  

 

8.2 If a Participant dies before receiving final distribution of his or her Plan Benefit, an amount 

equal to the value of the unpaid portion thereof as of the date of death shall be paid in cash by the Third 

Party Administrator from the Trust Fund to the Participant’s Designated Beneficiary by one of the 

methods described in Section 8.3; provided, however, that if the Participant dies after payments have 

commenced then payment to the Participant’s Designated Beneficiary must be made at least as rapidly 

as under the method of distribution in effect at the time of the Participant’s death. 

 

8.3 (a) Subject to the following provisions of this Section 8.3, any payment made under this 

Section 8 shall be made in one of the following methods, as the Participant (or, in the case of the death 

of a Participant, his or her Designated Beneficiary) may elect pursuant to Section 8.4 hereof:  

 

  (i) One cash lump sum payment; or 

 

  (ii) With respect to such Participant’s Account and Rollover Account, monthly, 

quarterly, semi-annual or annual installment payments 

 

  (iii) A Participant who elects to receive installment payments or who is currently 

receiving installment payments pursuant to   Section 8.3(a)(ii) may elect, subject to any limitations set 

forth by the Board and in accordance with procedures established by the Third Party Administrator to 

receive a portion of his or her Account and Rollover Account distributed in a lump sum; provided, 

however, that no lump sum payment shall be less than an amount determined by the Third Party 

Administrator, and provided further, that such elections shall not be made more than twelve times per 

Plan Year, or such other number as the Third Party Administrator shall determine. Such lump sum 

payment shall not result in a discontinuation of subsequent installment payments.  

 

 (b) If a Participant (or, in the case of death of a Participant, his or her Designated 

Beneficiary) elects a lump sum payment to Sections 8.3(a)(i) or 8.3(a)(iii), the value of the Participant’s 

Plan Benefit shall be determined as of the Valuation Date coincident with or last preceding the date on 

which the Plan Benefit is withdrawn from the Investment Options and liquidated for distribution.  

 

 (c) If a participant Participant (or, in the case of death of a Participant, his or her 

Designated Beneficiary) elects to receive installment payments subject to Section 8.3(a)(ii), such 

Participant’s Account shall continue to participate in the investment performance of the Investment 

Option in which such amounts are invested and to bear its allocable share of administrative and 

investment expenses, until the Valuation Date coincident with or last preceding the date on which such 
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Plan Benefit amounts are withdrawn from the Investment Options and liquidated for distribution.  

 

8.4 (a) In the case of the Participant’s Severance from Employment with the Employer or the 

Participant’s death, a distribution election may be made by the Participant or his or her Designated 

Beneficiary prior to, or after, payments commence pursuant to the provisions of this Section 8. Such 

election shall specify the form of payment described in Section 8.3 elected and the date on which 

payments shall commence. A Participant or his or her Designated Beneficiary, including a Participant 

or his or her Designated Beneficiary who is currently receiving distributions under the Plan, 

irrespective of the date on which such distributions commenced, may change both the timing and the 

form of payment elected in accordance with procedures established by the Third Party Administrator, 

subject to Section 8.6. 

 

 (b) If a Participant dies before distribution of his or her Plan Benefit has commenced, a 

distribution will be made to the Designated Beneficiary pursuant to the Designated Beneficiary’s 

election duly filed with the Third Party Administrator in accordance with the provisions of Section 

8.4(a); provided, however, any distribution to a Designated Beneficiary shall be made in accordance 

with the provisions of Section 401(a)(9) of the Code.  All distributions shall commence not later than 

the close of the Plan Year immediately following the Plan Year in which the Participant died, or, in 

the event such Designated Beneficiary is the Participant’s Surviving Spouse, on or before the close of 

the Plan Year in which such Participant would have attained age 70½, if later (or, in either case, on 

any later date prescribed by the Treasury Regulations). If such Designated Beneficiary who is also the 

Surviving Spouse dies after the Participant’s death but before distributions to such Designated 

Beneficiary commence, this provision shall be applied to require payment of any further benefits as if 

such Surviving Spouse were the Participant. 

 

8.5 The Third Party Administrator  shall withhold or cause to be withheld from any amounts 

distributed in respect of a Participant’s Plan Benefit or in respect of a Qualified Domestic Relations 

Order, all federal, state, city or other taxes as shall be required pursuant to any law or governmental 

ruling or regulation, including, but not limited to, Treasury Regulations. 

 

8.6  A Participant may choose to receive a distribution from his or her 457(b) Roth Account or Roth 

457 (b) Rollover Account and such distributions shall be tax-free for federal income tax purposes if:  

 

 (a) The distribution meets the requirements of Sections 8.1; 

 

 (b) The amounts are held for a 5-year holding period, measured from the first year that the 

initial Roth 457(b) Contribution was made on behalf of the Participant to a Roth 457(b) Contributions 

Account,; and 

 

 (c) The distribution is due to a Participant’s attainment of age 59½, death, or in the event 

of the Participant’s becoming disabled.   

 

8.67 Minimum Distribution Requirements 

 (a) General Rules. 

(i) The provisions of this Section will apply for purposes of determining required 

minimum distributions for Plan Years beginning with the 2003  Plan Year. 

 

(ii) The requirements of this Section will take precedence over any inconsistent 
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provisions of the planPlan. 

 

(iii) All distributions required under this Section will be determined and made in 

accordance with the Treasury regulations under Code Section 401(a)(9). 

 

(b) Time and Manner of Distribution.  

(i) The Participant's entire interest will be distributed, or begin to be distributed, 

to the Participant no later than the Participant's Required Beginning Date. 

 

(ii) If the Participant dies before distributions begin, the Participant's entire interest 

will be distributed, or begin to be distributed, no later than as follows: 

 

(A) If the Participant's Surviving Spouse is the  Participant's sole 

Designated Beneficiary, then distributions to the Surviving Spouse will begin by December 31 of the 

Plan Year immediately following the Plan Year in which the Participant died, or by December 31 of 

the Plan Year in which the Participant would have attained age 70 1/2, if later. 

 

(B) If the Participant's Surviving Spouse is not the Participant's sole 

Designated Beneficiary, then distributions to the Designated Beneficiary will begin by December 31 

of the Plan Year immediately following the Plan Year in which the Participant died. 

 

(C) If there is no Designated Beneficiary as of September 30 of the year 

following the year of the Participant's death, the Participant's entire interest will be distributed by 

December 31 of the Plan Year containing the fifth anniversary of the Participant's death. 

 

(D) If the Participant's Surviving Spouse is the  Participant'sthe Participant’s 

sole Designated Beneficiary and the Surviving Spouse dies after the Participant but before distributions 

to the Surviving Spouse begin, this Section (except for Section 8.67(b)(ii)(A)), will apply as if the 

Surviving Spouse were the Participant. 

 

For purposes of this Section, unless Section 8.67(b)(ii)(D) applies, distributions are considered to begin 

on the Participant's Required Beginning Date. If Section 8.67(b)(ii)(D) applies,  distributions, 

distributions are considered to begin on the date distributions are required to begin to the Surviving 

Spouse under Section 8.67(b)(ii)(A). 

 

(c) Required Minimum Distributions During Participant’s Lifetime. 

    (i) During the During the Participant's lifetime, the minimum amount that will 

be distributed for each Distribution Calendar Year is the lesser of: 

 

(A) If the Participant's Surviving Spouse is the  Participant's sole 

Designated Beneficiary, then distributions to the Surviving Spouse will begin by December 31 of the 

Plan Year immediately following the Plan Year in which the Participant died, or by December 31 of 

the Plan Year in which the Participant would have attained age 70 1/2, if later. 

 

 

(B) If the Participant's sole Designated Beneficiary for the Distribution 

Calendar Year is the Participant's spouse, the quotient obtained by dividing the Participant's Account 

Balance by the number in the Joint and Last Survivor Table set forth in section 1.401(a)(9)-9 of the 
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Treasury regulations, using the Participant's and spouse's attained ages as of the Participant's and 

spouse's birthdays in the Distribution Calendar Year. 

 

  (ii) Required minimum distributions will be determined under this Subsection (c) 

beginning with the first Distribution Calendar Year and up to and including the Distribution Calendar 

Year that includes the Participant's date of death. 

 

(d) Required Minimum Distributions After Participant’s Death.  

  (i) Death On or After Date Distributions Begin 

 

   (A) If the Participant dies on or after the date distributions begin and there 

is a Designated Beneficiary, the minimum amount that will be distributed for each Distribution 

Calendar Year after the year of the Participant's death is the quotient obtained by dividing the 

Participant's Account Balance by the longer of the remaining Life Expectancy of the Participant or the 

remaining Life Expectancy of the Participant’s Designated Beneficiary, determined as follows:  

 

 (1) The Participant’s remaining Life Expectancy is calculated using the age of the 

Participant in the year of death, reduced by one for each subsequent year.  

 

 (2) If the Participant’s Surviving Spouse is the Participant's sole Designated Beneficiary, 

the remaining Life Expectancy of the Surviving Spouse is calculated for each Distribution Calendar 

Year after the year of the Participant's death using the Surviving Spouse's age as of the spouse's 

birthday in that year. For Distribution Calendar Years after the year of the Surviving Spouse's death, 

the remaining Life Expectancy of the Surviving Spouse is calculated using the age of the Surviving 

Spouse as of the spouse's birthday in the Plan Year of the spouse's death, reduced by one for each 

subsequent Plan Year.  

 

 (3) If the Participant’s Surviving Spouse is not the Participant's sole Designated 

Beneficiary, the Designated Beneficiary's remaining Life Expectancy is calculated using the age of the 

beneficiary in the year following the year of the Participant's death, reduced by one for each subsequent 

year.  

 

 (4) If the Participant dies on or after the date distributions begin and there is no Designated 

Beneficiary as of September 30 of the year after the year of the Participant's death, the minimum 

amount that will be distributed for each Distribution Calendar Year after the year of the Participant's 

death is the quotient obtained by dividing the Participant's Account Balance by the Participant's 

remaining Life Expectancy calculated using the age of the Participant in the year of death, reduced by 

one for each subsequent year.  

 

  (ii) Death Before Date Distributions Begin.  

 

(A) If the If the Participant dies before the date distributions begin and there 

is a Designated Beneficiary, the minimum amount that will be distributed for each Distribution 

Calendar Year after the year of the Participant's death is the quotient obtained by dividing the 

Participant's Account Balance by the remaining Life Expectancy of the Participant's Designated 

Beneficiary, determined as provided in Section 8.67(d)(i). 

 

(B) If the Participant dies before the date distributions begin and there is no 
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Designated Beneficiary as of September 30 of the year following the year of the Participant's death, 

distribution of the Participant's entire interest will be completed by December 31 of the Plan Year 

containing the fifth anniversary of the Participant's death. 

 

(C) If the Participant dies before the date distributions begin, the 

Participant's Surviving Spouse is the Participant's sole Designated Beneficiary, and the Surviving 

Spouse dies before distributions are required to begin to the Surviving Spouse under Section 

8.67(b)(ii)(A), this Section 8.67(d)(ii) will apply as if the Surviving Spouse were the Participant. 

 

8.78 General 2009 Waiver. The requirements of Code Section 401(a)(9) and the provisions of the 

Plan relating thereto, will not apply for the distribution calendar year 2009. 

 

(a) Special rule regarding waiver period. For purposes of Code Section 401(a)(9) and the 

provisions of the Plan relating thereto: (a) the required beginning date with respect to any individual 

will be determined without regard to Section 8.6 7 for purposes of applying Code Section 401(a)(9) 

for distribution calendar years other than 2009; and (b) if the 5- year rule of Code Section 

401(a)(9)(B)(ii) applies, the 5-year period described therein shall be determined without regard to 

calendar year 2009.  

 

(b) Eligible rollover distributions. If all or any portion of a distribution during 2009 is 

treated as an eligible rollover distribution but would not be so treated if the minimum distribution 

requirements under Code Section 401(a)(9) had applied during 2009, then the Plan will not treat such 

distribution as an eligible rollover distribution for purposes of the direct rollover rules of Code Section 

401(a)(31), the notice requirements of Code Section 402(f), or the 20% withholding requirement of 

Code Section 3405(c). 

 

(c) Participant may elect. The Plan will permit an affected Participant to elect whether to 

receive his/her RMD required minimum distribution for 2009. If the Participant fails to notify the Third 

Party Administrator of his/her waiver, the Plan will distribute the 2009 RMD required minimum 

distribution to the Participant. 

 

 

SECTION 9.  ELIGIBLE ROLLOVERS AND PLAN TRANSFERS 

 

9.1 In connection with a Participant’s Severance from Employment, the Distributee may elect, at 

the time and in the manner prescribed by the Third Party Administrator to have all or any portion of 

the Participant’s Account and Rollover Account that qualifies as an Eligible Rollover Distribution paid 

directly to the trustee of an Eligible Retirement Plan, provided that such other plan provides for the 

acceptance of such amounts by the trustee. The Plan shall provide written information to Distributees 

regarding Eligible Rollover Distributions to the extent required by Section 402(f) of the Code.  

 

9.2 (a) A Participant’s accrued benefit under an Eligible Retirement Plan that is distributed to 

the Participant as an Eligible Rollover Distribution may be accepted as a Rollover Contribution by the 

Third Party Administrator in the manner specified by the Third Party Administrator; provided, 

however, that such Participant has made an Investment Option direction pursuant to Sections 4.2 or 

4.3, whichever is applicable, and filed a written request with the  TThird Party Administrator requesting 

that such transfer be accepted.  
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 (b) The Third Party Administrator, in accordance with the Code and procedures 

established by the Plan Trustee, shall, as soon as practicable following its receipt of the Participant’s 

written request, determine whether the Rollover Contribution shall be accepted by the Plan. Any 

written request filed by a Participant pursuant to this Section 9.2(b) shall set forth the fair market value 

of such Rollover Contribution and a statement satisfactory to the Third Party Administrator that the 

amount to be transferred constitutes a Rollover Contribution. In the event the Third Party Administrator 

permits the transfer of the Rollover Contribution, the Third Party Administrator shall accept such 

Rollover Contribution and the transfer of such Rollover Contribution shall be deemed to have been 

made on the Valuation Date next following the date on which it was paid over to the Third Party 

Administrator. The Rollover Contribution shall be maintained in a separate, fully vested Rollover 

Account for the benefit of the contributing Participant and shall be invested in accordance with the 

Participant’s investment direction, pursuant to Sections 4.2 or 4.3, whichever is applicable.  

 

 (c) All amounts so transferred shall be credited to the Participant’s Rollover Account and 

shall be available for distribution in no event later than two Business Days following receipt thereof 

and in the manner prescribed by the Third Party Administrator, following the date on which such 

amounts are credited to the Rollover Account. No other contributions shall be allocated to the Rollover 

Account.  

 

 (d) A Participant may, at any time, elect to receive a distribution of all or any portion of 

the amount held in the Participant’s Rollover Account.  

 

9.3 (a) Compensation previously deferred by a Participant pursuant to another  eligible  

deferred  compensation  plan  under  Section  457  of  the  Code  maintained  by another employer 

shall be accepted for transfer by the Third Party Administrator in the form and in the manner specified 

by the Third Party Administrator. All such Section 457 Transfers shall be credited to the Participant’s 

Account within 24 hours of receipt by the Third Party Administrator and shall be invested in 

accordance with the Participant's investment direction pursuant to Sections 4.2 or 4.3, whichever is 

applicable; such Section 457 Transfers are subject to all of the terms and conditions of the Plan.  

 

 (b) A transfer from an eligible governmental plan to another eligible governmental plan 

shall be permitted only if:  

 

(i) The transferor plan provides for transfers;  

 

(ii) The receiving plan provides for the receipt of transfers;  

 

(iii)  The Participant or Designated Beneficiary whose amounts deferred are being 

transferred shall have an amount deferred immediately after the transfer at least equal to the amount 

deferred with respect to that Participant or Designated Beneficiary immediately before the transfer; 

and  

(iv)  The Participant or Designated Beneficiary whose amounts deferred are being 

transferred has had a Severance from Employment with the transferring employer and is performing 

services for the entity maintaining the receiving plan. Subsection (iv) shall not be required to be 

satisfied if:  

 

(A) All of the assets held by the eligible governmental plan are transferred;  

 

(B) The transfer is to another eligible governmental plan maintained by an 
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eligible employer that is a state entity within the same state; and  

 

(C)  The Participants whose deferred amounts are being transferred are not 

eligible for additional annual deferrals in the receiving plan unless they are performing services for the 

entity maintaining the receiving plan.  

 

 (c ) With respect to trustee-to-trustee transfers, a Participant may elect, in accordance with 

procedures established by the Third Party Administrator, to have all or any portion of the value of his 

or her Account and Rollover Account transferred to the trustee of a defined benefit governmental plan 

as described in Section 414(d) of the Code; provided, however, that such transfer is for the purchase of 

permissive service credit (as defined in Section 415(n)(3)(A) of the Code) under such plan or a 

repayment of contributions and earnings with respect to a forfeiture of service under such plan.  

 

 

SECTION 10.  ELECTION TO DEDUCT FROM DISTRIBUTION 

 

10.1 For distributions in taxable years beginning after December 31, 2006, an Eligible Retired 

Public Safety Officer may elect annually for that taxable year to have the Plan deduct an amount from 

a distribution which the Eligible Retired Public Safety Officer otherwise would receive and include in 

income. The plan Plan will pay such deducted amounts directly to the provider as described in Section 

10.2.   

 

10.2 The Plan will pay directly to the to the provider of the health insurance plan or qualified long-

term care insurance contract the amounts the Eligible Retired Public Safety Officer has elected to have 

deducted from the distribution. Such amounts may not exceed the lesser of $3,000 or the amount the 

Participant paid for such taxable year for qualified healthcare premiums, and which otherwise complies 

with the Code. 

 

 

SECTION 11.  DESIGNATION OF BENEFICIARIES 

 

11.1 Each Participant shall file with the Third Party Administrator a written designation of one or 

more persons, or a trust, as the Designated Beneficiary who shall be entitled to receive the Plan Benefit, 

if any, payable under the Plan upon his or her death. A Participant may from time to time revoke or 

change his or her Designated Beneficiary designation without the consent of any prior Designated 

Beneficiary by filing a new designation with the Third Party Administrator. Any beneficiary 

designation or any change in Designated Beneficiary shall take effect when accepted by the Third Party 

Administrator. The last such designation received by the Third Party Administrator shall be 

controlling; provided, however, that no designation or change or revocation thereof shall be effective 

unless received and accepted by the Third Party Administrator prior to the Participant’s death, and in 

no event shall it be effective as of a date prior to such receipt.  

 

11.2 (a) If no such Designated Beneficiary designation is in effect at the time of a Participant’s 

death, or if no Designated Beneficiary survives the Participant, or if no Designated Beneficiary can be 

located with reasonable diligence by the Third Party Administrator, the payment of the Plan Benefit, 

if any, payable under the Plan upon his or her death shall be made by the Third Party Administrator 

from the Trust Fund to his or her estate.  

 

 (b) If the Third Party Administrator is in doubt as to the right of any person to receive such 
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amount, it shall inform the Plan Trustee and the Third Party Administrator may retain such amount, 

without liability for any interest thereon, until the rights thereto are determined, or the Third Party 

Administrator may pay such amount into any court of appropriate jurisdiction or to any other person 

pursuant to applicable law and such payment shall be a complete discharge of the liability of the Third 

Party Administrator, Plan, Plan Trustee, Employer, Deferred Compensation Manager and Deferred 

Compensation Carriers.  

 

 (c) If the primary Beneficiary so designated by the Participant shall die after the death of 

the Participant but prior to receiving a complete distribution of the amount that would have been paid 

to such Designated Beneficiary had such Beneficiary’s death not then occurred, then, for purposes of 

the Plan, the distribution that would otherwise have been received by such Designated Beneficiary 

shall be paid to the Participant’s contingent Beneficiary, if any, in accordance with the provisions of 

the Plan, or, if none, then to the primary Beneficiary’s estate.  

 

11.3 No power of attorney, other than one properly executed in accordance with the Uniform 

Statutory Power of Attorney Act, NMSA 1978, Sections 45-5-601 through 45-5-617 (1995), as such 

may be amended from time to time, shall be effective to permit an attorney-in-fact to make or change 

a Beneficiary designation on behalf of a Participant except upon specific  determination by the Third 

Party Administrator that the instrument expressly grants the power to act on behalf of the Participant 

regarding Beneficiary designation under this Plan.  

 

 

SECTION 12.  ADMINISTRATION 

 

12.1 Except as otherwise provided herein, the operation and administration of the Plan shall be the 

responsibility of the Board. The Board shall have the power and the duty to take all action and to make 

all decisions necessary or proper to carry out its responsibilities under the Plan. All determinations of 

the Board as to any question involving its responsibilities under the Plan, including, but not limited to, 

interpretation of the Plan or as to any discretionary actions to be taken under the Plan, shall be solely 

in the Board’s discretion and shall be final, conclusive and binding on all parties.  

 

12.2 Without limiting the generality of the foregoing, the Board shall have the following powers 

and duties: 

 

 (a) To require any person to furnish such information as it may request for the purpose of 

the proper administration of the Plan as a condition to receiving any benefit under the Plan;  

 

 (b) To make and enforce such rules and regulations and prescribe the use of such forms as 

it shall deem necessary for the efficient administration of the Plan;  

 

 (c) To interpret the Plan and to resolve ambiguities, inconsistencies and omissions; 

 

 (d) To decide all questions concerning the Plan and the eligibility of any Employee to 

participate in the Plan; 

 

 (e) To determine the amount of benefits which shall be payable to any person in 

accordance with the provisions of the Plan;  

 

 (f) To permit more lenient time periods than otherwise may be specified in Sections 2.1, 
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3.1(b), 3.1(c), 4.3, 6.1, 6.3, 12.5 or 13.1 of the Plan; provided, however, in no case may a Participant’s 

election to commence Compensation deferrals, or to modify existing Compensation deferrals, be 

effective until written notice of such election is filed with the Third Party Administrator and the 

Employer; and 

 

 (g) To determine the methods and procedures for the implementation and use of any 

automated telephone, computer, internet, intranet or other electronic or automated system adopted by 

the Board for purposes of Plan administration, including, without limitation, for receiving and 

processing enrollments and instructions with respect to the investment of assets allocated to a 

Participant's Account or Rollover Account and for such other purposes as may be designated from time 

to time.  

 

12.3 Except as may be prohibited by applicable law, neither the Board, nor the Third Party 

Administrator, nor any person, firm or corporation to whom may be delegated any duty or power in 

connection with administering, managing or supervising the administration or management of the Plan 

or Trust Fund, shall be liable for anything done or omitted to be done by it or by them unless the act 

or omission claimed to be the basis for liability amounted to a failure to act in good faith or was due to 

gross negligence or willful misconduct; nor for the payment of any amount under the Plan; nor for any 

mistake of judgment made by it or on its behalf by the Board; nor for the neglect, omission or 

wrongdoing of the Board. Neither the Board, nor any delegate, shall be personally liable under any 

contract, agreement, bond or other instrument made or executed by him or her or on his or her behalf 

in connection with the Plan or Trust Fund.  

 

12.4 Except as otherwise provided in the Plan and the Trust Declaration, the Third Party 

Administrator shall have responsibility with respect to the control or management of the assets of the 

Plan and the Trust Fund. The Board shall periodically review the performance and methods of the 

Third Party Administrator and may remove or change the Third Party Administrator. The Board shall 

have the power to remove one or more Deferred Compensation Carriers and to delegate to such 

Deferred Compensation Carrier(s) authority and discretion to manage (including the power to acquire 

and dispose of) the assets of the Plan and Trust Fund in accordance with the NMSA 10-7A-1 et. seq. 

(2017), as it may be amended from time to time, and Deferred Compensation Rules and Regulations. 

The Board shall periodically review the performance and methods of the Deferred Compensation 

Carrier(s), may remove or change one or more such Deferred Compensation Carrier(s), and may direct 

the acquisition or disposition of the assets in any Investment Option. 

 

12.5 (a) The Board shall have general authority under the Plan. The decisions of   the Board 

shall be final, binding, and conclusive on all interested persons for all purposes. The Board may 

delegate its general authority as it deems appropriate in accordance with the terms of the Plan and all 

applicable Code sections and Treasury Regulations; provided, however, that such delegation shall be 

subject to revocation at any time at the discretion of the Board. Notwithstanding any other provision 

of the Plan, the Board’s general authority shall include the right to review, revise, modify, revoke, or 

vacate any decision made or action taken by any party under the Plan which right includes, but is not 

limited to, the right to review, revise, modify, revoke, or vacate any decision of the Agent at any time 

upon reasonable notice to the claimant. 

 

 (b) Any claim to rights or benefits under  the  Plan,  including,  without  limitation, any 

purported Qualified Domestic Relations Order, or request for Unforeseeable Emergency Withdrawal 

under Section 6 must be filed in writing with the Third Party Administrator, or with such other entity 

as the Board may designate. Upon determination of such claim, the Third Party Administrator, or such 
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other entity designated by the Board, shall notify the claimant and, if such claimant is not the 

Participant, any Participant against whose Plan Benefit the claim is made, that the claim has been 

granted or denied, in whole or in part. Notice of denial of any claim in whole or in part by the Third 

Party Administrator, or by such other entity designated by the Board, shall include the specific reasons 

for denial and notice of the rights of appeal, if any.  

 

12.6 The Board shall arrange for the engagement of legal counsel, Investment Consultants, and 

certified public accountants, which may be counsel or accountants for the Employer, and other 

consultants, and make use of Agents and clerical or other personnel, for purposes of this Plan.  The 

Board may rely upon the written opinions of the New Mexico Attorney General and  of such counsel, 

accountants and Investment Consultants, and upon any information supplied by the Third Party 

Administrator, a Deferred Compensation Carrier, or Deferred Compensation Manager, and delegate 

to any Agent or to any member of the Board its authority or the authority of the Employer to perform 

any act hereunder, including without limitation those matters involving the exercise of discretion; 

provided, however, that such delegation shall be subject to revocation at any time at the discretion of 

the Board.  

 

12.7 No member of the Board shall be entitled to act on or decide any matters relating solely to 

such member or any of his or her rights or benefits under the Plan.  

 

12.8 Any action of the Board may be taken in compliance with the Open Meetings Act, NMSA 

1978, Sections 10-15-1 through 10-15-3 at a meeting. The Board shall establish its own procedures 

and the time and place for its meetings and provide for the keeping of minutes of all meetings.  

 

 

SECTION 13.  WITHDRAWALS OF PARTICIPATING EMPLOYERS 

 

13.1 Any Participating Employer may terminate its adoption of the Plan, not less than two years 

after the date its participation became effective, by filing with the Deferred Compensation Manager 

for adoption by the Board a certified copy of a resolution or other legal action, adopted in the same 

manner as the resolution or other legal action adopted pursuant to Section 1, specifying a termination 

date which shall be the last Business Day of a month subsequent to the date such notice is received by 

the Deferred Compensation Manager and the Board. The Board may terminate any Participating 

Employer’s adoption of the Plan, as of any termination date specified by the Board, for the failure of 

the Participating Employer to comply with any provision of the Plan or the Regulations and shall 

terminate a Participating Employer’s adoption of the Plan upon complete and final discontinuance of 

deferrals.  

 

13.2 Upon termination of the Plan as to any Employer which was formerly a Participating 

Employer, such Employer shall not permit any further deferrals of Compensation under the Plan and 

all Plan Benefits of Participants who are or were Employees of such Employer shall thereafter be 

payable to or in respect of such Participants as provided in the Plan. Any distributions, transfers or 

other dispositions of such Plan Benefits as provided in the Plan shall constitute a complete discharge 

of all liabilities under the Plan with respect to such Employer’s previous adoption of the Plan and any 

Participant who is or was an Employee of such Participating Employer. The rights of such Participants 

and their Beneficiaries and Alternate Payees under the Plan shall be unaffected by the termination of 

the Plan as to such Employer.  
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SECTION 14.  AMENDMENT OR TERMINATION 

 

14.1 (a) Subject to 14.1(b) and any requirements of State or federal law, the Board reserves the 

right at any time and with or without prior notice to amend, suspend or terminate the Plan, any deferrals 

thereunder, the Trust Declaration and any Investment Option, in whole or in part and for any reason 

and without the consent of any Participating Employer, Employee, Participant, Designated Beneficiary 

or other person. The Plan shall be terminated automatically upon complete and final discontinuance of 

all deferrals thereunder.  

 

 (b) No amendment or modification shall be made which would retroactively impair any  

individual’s  rights  to  any  benefits  under  the  Plan,  except  as  provided  in Section 14.1(c). 

 

 (c) Any amendment, suspension or termination of any provisions of the Plan, any deferrals 

thereunder, the Trust Declaration or any Investment Option may be made retroactively if required to 

meet any applicable requirements of the Code or any other applicable law,  

 

14.2 The Board shall give notice on a reasonably timely basis of any amendment, suspension or 

termination pursuant to Section 14.1 to all Participating Employers.  

 

14.3 Upon termination of the Plan, no Participating Employer shall permit any further  deferrals 

of Compensation under the Plan and all Plan Benefits and other interests in the Trust Fund shall 

thereafter be payable as provided in the Plan. Any distributions, transfers or other dispositions of the 

Plan Benefits as provided in the Plan shall constitute a complete discharge of all liabilities under the 

Plan. The Board and the Third Party Administrator shall remain in existence and the Trust Declaration 

and all of the provisions of the Plan, which in the opinion o f  the Board are necessary for the execution 

of the Plan and the administration and distribution, transfer or other disposition of interests in the Trust 

Fund shall remain in force.  

 

 

SECTION 15.  GENERAL LIMITATIONS AND PROVISIONS 

 

15.1 The Plan, as duly amended from time to time,  shall be binding on each Participant and 

Surviving Spouse, heirs, administrators, trustees, successors, assigns, and Designated Beneficiaries 

and all other interested persons.  

 

15.2 Nothing contained herein shall give any individual the right to be retained in the employment 

of the Employer or affect the right of the Employer to terminate any individual’s employment. The 

adoption and maintenance of the Plan shall not constitute a contract between the Employer and any 

individual or consideration for, or an inducement to or condition of, the employment of any individual. 

 

15.3 If the Third Party Administrator shall find that any person to whom any amount is payable 

under the Plan is unable to care for his or her affairs, is a minor, or has died, then it shall so notify the 

Board, and any payment due him or her or his or her estate (unless a prior claim therefore has been 

made by a Designated Beneficiary, Surviving Spouse or duly appointed legal representative or the time 

period during which a Designated Beneficiary or Surviving Spouse could make a claim under the Plan 

has not elapsed) may, if the Board so elects, be paid to his or her spouse, a child, a relative, or any 

other person maintaining or having custody of such person otherwise entitled to payment or deemed 

by the Board to be a proper recipient on behalf of such person.  Any such payment shall be a complete 

discharge of all liability under the Plan therefor.  
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15.4 (a) Except insofar as may otherwise be required by law or in accordance with this Section 

15.4, no amount payable at any time under the Plan shall be subject in any manner to alienation by 

anticipation, sale, transfer, assignment, bankruptcy, pledge, attachment, garnishment, charge or 

encumbrance of any kind, and any attempt to so alienate such amount, whether presently or thereafter 

payable, shall be void. If any person shall attempt to, or shall, so alienate any amount payable under 

the Plan, or any part thereof, or if by reason of bankruptcy or other event happening at any time such 

amount would not be enjoyed by the person to whom it is payable under the Plan, then the Third Party 

Administrator shall notify the Board and, if the Board so elects, may direct that such amount be 

withheld and that the same or any part thereof be paid to or for the benefit of such person, his or her 

spouse, children or other dependents, or any  of them, in such manner and proportion as the Board may 

deem proper.  

 

 (b) Payments with respect to a Participant’s Plan Benefit may be made by the Third Party 

Administrator from the Trust Fund to one or more Alternate Payees pursuant to the terms of a Qualified 

Domestic Relations Order; provided however, that such Qualified Domestic Relations Order shall not 

create any rights greater than the Participant’s rights under the Plan. Notwithstanding any provisions 

of the Plan to the contrary, any distribution due to an Alternate Payee may be paid in accordance with 

Section 414(p) of the Code following the qualification of the order if the Alternate Payee consents 

thereto. Upon receipt of a Qualified Domestic Relations Order by the Plan, portion of the Participant’s 

Account and Rollover Account, which portion shall be determined in accordance with the Qualified 

Domestic Relations Order, shall be  segregated and maintained on behalf of each Alternate Payee 

designated under such Qualified Domestic Relations Order until payment is made to the Alternate 

Payee in accordance with this Section 15.4 and the terms of the Plan. No liability whatsoever shall be 

incurred by the Board, Participating Employer, Third Party Administrator, or any Deferred 

Compensation Carrier solely by reason of any action taken in accordance with this Section 15.4 

pursuant to the terms of a Qualified Domestic Relations Order.  

 

 (c) The Third Party Administrator may pay from a Participant’s, Beneficiary’s, or 

Alternate Payee’s Account Balance the amount that the Administrator finds is lawfully demanded 

under a levy issued by the Internal Revenue Service with respect to that Participant, Beneficiary, or 

Alternate Payee or is sought to be collected by the United States Government under a judgment 

resulting from an unpaid tax assessment against the Participant, Beneficiary, or Alternate Payee.  

 

15.5 Each Participant shall file with the Third Party Administrator such pertinent information 

concerning himself or herself and his or her Designated Beneficiary or Alternate Payee as the Board 

may specify, and no Participant, Designated Beneficiary, Alternate Payee or other person shall have 

any rights or be entitled to any benefits under the Plan unless such information is filed by or with 

respect to him or her.  

 

15.6 All elections, designations, requests, notices, instructions, and other communications from a 

Participating Employer, Employee, Participant, Designated Beneficiary, Surviving Spouse, Alternate 

Payee or other person to the Board, Third Party Administrator, Deferred Compensation Manager, or 

the Employer required or permitted under the Plan shall be in such form as is prescribed from time to 

time by the Board, shall be mailed by first class mail, emailed to the address currently on record, or 

delivered to such location as shall be specified by the Board and shall be deemed to have been given 

and delivered only upon actual receipt thereof at such location. Copies of all elections, designations, 

requests, notices, instructions and other communications from an Employee, Participant, Designated 

Beneficiary, Surviving Spouse, Alternate Payee or other person to the Employer shall be promptly 
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filed with the Third Party Administrator. 

 

15.7 All notices, statements, reports and other communications from a Participating Employer, the 

Third Party Administrator or the Board to any Employee, Participant, Designated Beneficiary, 

Surviving Spouse, Alternate Payee, or other person required or permitted under the Plan shall be 

deemed to have been duly given when delivered to, or when mailed by first class mail, emailed, postage 

prepaid and addressed to such Employee, Participant, Designated Beneficiary, Surviving Spouse, 

Alternate Payee, or other person at his or her mailing address or email address last appearing on the 

records of the Board, the Third Party Administrator, or the Participating Employer. 

 

15.8 The Board may, upon the recommendation of the Third Party Administrator enlarge or 

diminish any time periods set forth in Sections 2.1, 3.1(b), 3.1(c), 4.3, 6.1, 6.3, 12.5 and 13.1; provided 

it determines that such action is necessary or desirable to facilitate the proper administration of the 

Plan and, provided further that in no case may a Participant’s election to commence Compensation 

deferrals, or to modify existing Compensation deferrals, be effective until written notice of such 

election is filed with the Third Party Administrator and the Employer. 

 

15.9  The amounts set aside and held in the Trust Fund shall be for the exclusive purpose of 

providing benefits to the Participants and their Designated Beneficiaries and Alternate Payees and 

defraying expenses of Plan and Trust Fund administration and no part of the Trust Fund shall revert to 

any Employer; provided, however, that the setting-aside of any amounts to be held in  the Trust Fund 

is expressly conditioned upon the following: If an amount is set aside to be held  in the Trust Fund by 

an Employer in a manner which is inconsistent with any of the requirements of Section 457(b) of the 

Code, such amount shall be returned to such Employer prior to the first day of the first Plan Year 

commencing more than 180 days after the date of notification of such inconsistency by the Secretary 

of the Treasury. Any amounts so returned to the Employer, and the earnings thereon, shall be 

distributed to the Participants on whose behalf such amounts were set aside. 

 

15.10 The Trust Fund shall be the sole source of benefits under the Plan and, except as otherwise 

required by applicable law, the Board, the Employer, and the Third Party Administrator assume no 

liability or responsibility for payment of such benefits, and each Participant, his or her spouse or 

Designated Beneficiary, or other person who shall claim the right to any payment under the Plan shall 

be entitled to look only to the Trust Fund for such payment and shall not have any right, claim or 

demand therefore against the Board, or any member thereof, the Employer, the Third Party 

Administrator, or any employee or director thereof. 

 

15.11 Any and all rights or benefits accruing to any persons under the Plan shall be subject to the 

terms of the Trust Declaration or any other funding instrument that is part of the Plan and the Trust 

Fund. 

 

15.12 The duties and responsibilities allocated to each person under the Plan and the Trust 

Declaration shall be the several and not joint responsibility of each, and no such person shall be liable 

for the act or omission of any other person. 

 

15.13 The captions preceding the Sections hereof have been inserted solely as a matter of 

convenience and in no way define or limit the scope or intent of any provisions hereof. 

 

15.14 The Plan and all rights thereunder shall be governed by and construed in accordance with 
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the Code and the Treasury Regulations promulgated thereunder and the laws of the State. 



Recommendation to Amend the Plan Document
PERA SmartSave 457b Deferred Compensation Plan 

August 29, 2019

Dominic Garcia, PERA CIO

Karyn Lujan, PERA SmartSave DC Plan Manager
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Recommendation

PERA recommends the PERA Board amend the 457b PERA SmartSave Plan 
Document to include the Roth feature into the Plan, minor formatting and 
capitalization revisions. 
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Roth 457b Feature Highlights

• Adopted into the Plan by the PERA SmartSave Committee and Board 
in June 2019.

• A retirement savings vehicle that allows after-tax contributions while qualified 
investment earnings and distributions in retirement are generally tax free.

• Key Differences between traditional and Roth 457b: 
• contributions are made with after-tax dollars and are included as gross 

income in the year of the contribution

• five year seasoning rule

• additional qualifications to distributable events are: 
• after the five-year participation period
• on or after the date the participant reaches age 59½
• at death or disability 
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Plan Document Amendments

• Includes that PERA SmartSave offers both a tax-deferred and Roth 457b 
option

• References the Small Business Jobs Act of 2010 

Introduction
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Plan Document Amendments

• References to “Roth 457b contributions” were added to:
• Account
• Amount Deferred
• Eligible Rollover Distribution
• Trust Fund

• Reference to a Roth account was included in “Eligible Retirement Plan”

• Roth 457b Contribution

• Roth 457b Rollover Account 

Definitions
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Plan Document Amendments

• Additional qualifications to distributable events are: 
• after the five-year participation period
• on or after the date the participant reaches age 59½
• at death or disability 

Distributions



July 29, 2019

John Garrett, ASA, FCA, MAAA

Principal and Consulting Actuary

Jonathan Craven, ASA, FCA, MAAA, EA

Consulting Actuary

Investments & Pensions Oversight Committee

Overview of Actuarial Processes



Actuarial Funding Definitions

• Value of benefits expected to be paid to all 
current participants (active and retired)

• Includes past service and expected future 
service

Present 
Value of 
Benefits

• Value of benefits expected to be paid to 
participants based upon past service 

• Includes all benefits for members in pay status

• Includes the portion of active members’ 
benefits allocated to service performed up to 
the valuation

Actuarial 
Accrued 
Liability

2



Actuarial Funding Definitions

• Present value of active members’ benefits 
allocated to the upcoming year of service

• Sometimes called service cost – the 
additional cost resulting from an additional 
year of service

Normal Cost

• Value of all future annual normal costs

• Value of expected future benefit accruals

Present Value 
of Future 

Normal Costs

3
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Actuarial Cost Method

• A method used to allocate the Present Value of 
Benefits between past service (Actuarial Accrued 
Liability) and future service (Present Value of 
Future Normal Costs) 

• Currently PERA uses the Entry Age Normal cost 
method

• All cost methods maintain the following relationship:

Present 
Value of 
Future 
Normal 

Cost

Actuarial 
Accrued 
Liability

Present 
Value of 
Benefits



Actuarial Funding Definitions

• Dampens the effect that market value fluctuations on funding 
results.  PERA “smooths” the recognition of market gains and 
losses over 4 years. 

Actuarial Value of 
Assets

• The ratio of the Actuarial Value of Assets to the Actuarial Accrued 
Liability

• Commonly used to monitor the progress toward funding objectives
Funded Ratio

• The difference between the Actuarial Accrued Liability and the 
Actuarial Value of Assets

• Liability allocated to past service in excess of assets

• Also reflects the cumulative effect of experience gains and losses

Unfunded Actuarial 
Accrued Liability 

(UAAL)

• The number of years required to fully amortize the Unfunded 
Actuarial Accrued LiabilityFunding Period

5



Actuarial Funding Basics

 Actuarial Accrued Liability is the accumulated value of past 

Normal Costs

 Normal Cost Contribution is shared between Member and Employer 

 Provided all assumptions are met, the Normal Cost contributions 

accumulate and equal the accrued liability in each future year

 If actual experience differs from assumptions, the gain or loss 

decreases or increases the unfunded liability

 Unfunded Liability spreads the impact of gains and losses on 

required funding through use of an amortization method

 Statutory Rates ignores needed changes to the UAAL 

amortization cost unless legislated

6



Levels of Actuarial Analysis

 Actuarial Valuation

 Measures projected benefits of current plan members and 

current assets

– All actuarial assumptions are exactly met

 Actuarial Open-Group Deterministic Projection 

 Assumes current members leaving active status are replace 

with new members

– All actuarial assumptions are exactly met 

 Actuarial Open-Group Stochastic Projection

 Also called Asset Liability Model (ALM)

 Open-group but runs 500 random streams of future 

investment returns from likely distribution of returns 

– Provides sensitivity of projected results to investment volatility

7
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June 30, 2018 PERA

Actuarial Valuation Results
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Components of Unfunded Actuarial 

Accrued Liability 2002-2018
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Components of Unfunded Actuarial

June 30, 2018
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July 29, 2019

Dr. Jackie Kohlasch, Chair
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Wayne Propst, Executive Director
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PERA Current State
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June 30, 2018 PERA Open Group Projection 
2018 and 2043 Labeled

71.6%
74.4%

65.00%

70.00%

75.00%

80.00%

85.00%

90.00%

2018 Baseline
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2018 Projection of Pre-SB 27
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PERA Open Group Projections 2012 
2043 Labeled
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Attribution of Accrued Liability

Based on 2018 projection, Inactive Members’ Accrued Liability exceeds 100% of Assets in FY 2024

70.1%

29.9%

Actuarial Accrued Liablity

Inactive Members - Currently Receiving Benefits

Active Members - Currently Making Contributions

REMEMBER: 2018 Funded Ratio = 71.6%
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Attribution of 2018 UAAL by Division

63.1% Funded
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Projection of Annual Benefit Payments
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Net External Cash Flow
• Total Contributions minus [Benefit Payments + Expenses]

• Mature plans are expected to exhibit negative external cash flow
• Excessive negative external cash flow slows the growth in plan 

assets and slows improvement in funded ratio

Net External Cash Flow + Investment Income 
=

Change in Annual Asset Value

• A good benchmark for a sustainable level of negative cash 
flow is the investment return less the growth rate in 
benefit payouts

• For PERA: 7.25% - 3.00% = 4.25%
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Projection of Net External Cash Flow



Slide 11

Long-term Trend in Actuarial Valuation Results
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June 30, 2018 PERA State Divisions
30 Year and 25 Year Amortization

30 Yr 25 Yr 30 Yr 25 Yr 30 Yr 25 Yr

Normal Cost 15.73% 15.73% 22.75% 22.75% $931,257 $931,257

Administrative Expenses 0.50% 0.50% 0.50% 0.50% $6,000 $6,000

UAAL ($mil) $3,395.6 $3,395.6 ($286.0) ($286.0) ($11.7) ($11.7)

Funding Period (Yrs) Infinite Infinite 0 0 30 25

Funded Ratio 63.1% 63.1% 130.2% 130.2% 137.7% 137.7%

Policy Rate 37.62% 39.86% 4.13% 2.12% 0.00% 0.00%

Statutory Rate 25.91% 25.91% 34.33% 34.33%

Rate Shortfall/(Margin) 11.71 % 13.95 % (30.20)% (32.21)%

State Divisions
General Police/Corrections Legislative



Slide 13

June 30, 2018 PERA Municipal Divisions
30 Year and 25 Year Amortization

30 Yr 25 Yr 30 Yr 25 Yr 30 Yr 25 Yr

Normal Cost 14.16% 14.16% 22.80% 22.80% 25.59% 25.59%

Administrative Expenses 0.50% 0.50% 0.50% 0.50% 0.50% 0.50%

UAAL ($mil) $1,613.3 $1,613.3 $692.0 $692.0 $645.7 $645.7

Funding Period (Yrs) 43 43 Infinite Infinite Infinite Infinite

Funded Ratio 76.3% 76.3% 74.8% 74.8% 60.2% 60.2%

Policy Rate 24.81% 25.88% 42.28% 44.26% 54.89% 57.90%

Statutory Rate 23.25% 23.25% 35.87% 35.87% 39.10% 39.10%

Rate Shortfall/(Margin) 1.56 % 2.63 % 6.41% 8.39% 15.79% 18.80%

Municipal Divisions
General Police Fire
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June 30, 2018 PERA Normal Cost Rates 

State State Muni Muni Muni Total

General Police General Police Fire PERA

Normal Cost 15.73% 22.75% 14.16% 22.80% 25.59% 16.59%

Administrative Expenses 0.50% 0.50% 0.50% 0.50% 0.50% 0.50%

Total Ongoing Cost 16.23% 23.25% 14.66% 23.30% 26.09% 17.09%

Employee Contributions 8.92% 8.75% 13.47% 17.21% 17.55% 12.03%

Employer Portion 7.31% 14.50% 1.19% 6.09% 8.54% 5.06%

ER Statutory Rate 16.99% 25.58% 9.78% 18.66% 21.55% 14.81%

Available for UAAL 9.68% 11.08% 8.59% 12.57% 13.01% 9.75%

Rate Shortfall/(Margin)  25yr 13.95 % (32.21)% 2.63 % 8.39 % 18.80 % 7.35 %

Divisions
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June 30, 2018 PERA Normal Cost Rates 
 Of 48 Statewide Retirement Systems (not only public safety or

teachers) with 2016 plan information available on Public Plans
Data website (publicplansdata.org), the current employee
contribution of PERA covered employees is the highest, State
General would be 5th by itself.

Notes:
1  4th Highest Normal Cost Rate
2 Highest Employee Rate 
3 By itself 6th Highest
4 By itself 5th Highest

Normal 
Cost Rate

Employee 
Contribution 
Rate

Employer 
Share of 
Normal 
Cost Rate

2016 Median of 48 
State-wide System 10.86% 6.38% 4.29%

PERA Total 2018 17.09% 1 11.90% 2 5.19%

PERA State General 
2018 16.23% 3 8.92% 4 7.31%
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Cost of Living Allowances (COLA)

• COLAs are a common feature in public retirement 
systems

• Reduce the impact of inflation on retirement benefits

• PERA’s post SB-27 COLA provisions are mid-range
• Coupled with the highest benefit accrual rate has a 

significant impact to cash flow and financial condition 
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Have COLAs Offset Inflation?
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COLAs Impact on PERA’s Projected Benefit 
Payments
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PERA’s Investment 
Strategy, Results, & Future Outlook
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PERA Long-Term Investment Objectives 
Scorecard 

PERA Long-Term Objective Actual Results

Maintain appropriate strategic asset 
allocation to meet the actuarial discount 
rate assumption over the long run

 Exceeded actuarial hurdle rates for 10 years, 
30 years, and since data inception (1985)

Meet 10-Year annualized returns to equal or 
exceed benchmarks

 Exceeded Passive “Reference” Portfolio & 
Internal Benchmarks for 10, 20, 30 years, and 
since data inception (1985)

 For 10 years, PERA produced over $1.3 billion 
in value add over Passive “Reference” 
Portfolio

Achieve a total investment cost at or below a 
benchmark cost relative to peers adjusted 
for fund size and asset mix.

 Compared to 317 Global funds (162 U.S. 
Pension funds, 74 Canadian funds, 70 
European funds, 8 Asia-Pacific funds), PERA 
is low cost and saved approximately $1.9m in 
fees and costs.

As of 3/31/2019
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10.1%

6.0%

8.4%
8.9%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

10 years 20 years 30 years Since Inception (1985)

Net of Fees Performance

Average Actuarial 
Return Hurdle 7.71%

Meeting Long Term Assumed Returns

as of 03/31/2019
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PERA Long Term Performance

ITD
RETURN as of 3/31/19 10 year 15 year 20 year 30 year (6/1/85)
NM PERA TF NOF 10.07 5.88 5.97 8.42 8.89
Passive Portfolio 8.90 5.99 5.48 7.38 8.04
RISK as of 3/31/19 10 year 15 year 20 year 30 year ITD
NM PERA TF NOF 8.11 9.52 9.30 9.40 9.58
Passive Portfolio 8.19 8.99 9.07 8.78 9.16
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1. “ Bridge the Gap”
• Meeting Actuarial Returns (7.25%) in a Low Return Environment 

2. Maneuvering through Late Cycle Economy
• Potential for Recession

3. Negative Cash Flow
• Managing liability bulge and burgeoning negative cash flow of the 

system 

Three Big Challenges Ahead
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A Statistical Outlier: Exceptional Last 10 Years
PERA Experience

Expectations based on PERA target asset 
allocation and Wilshire asset class  

assumptions as of 2009
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Total Fund v. Reference Portfolio  
Cumulative Distribution, 95% confidence interval  

7.76% return and 11.24% risk expectation

Cumulative Reference Portfolio 

Return  Cumulative NOF Total Fund 

Return  Lower Band

Target  

Upper Band
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Long-Term Outlook: Low Return Environment
10 Year Expected Return of 37 Public Funds >$5 billion

Source: State Investment Council

Expected
Category Return

Highest Risk Funds 6.50%
Higher Risk Funds 6.25%
Average Risk Funds 6.00%
Lower Risk Funds 5.75%
Lowest Risk Funds 5.00%

Fwd-Looking (Public Fund Universe) View



Slide 26

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

7.00%

Passive + Risk Balance + Private Assets + Active = Total

5.60% 5.60%

0.40% 0.40%

0.60% 0.60%

0.40% 0.40%

10 Year Targeted Expected Returns

Passive Reference Portfolio Risk Balance Diversified Private Assets Active Management

7.00%

Strategy #1:
Improved Risk 
Diversification

Strategy #2: 
Private Asset 
Allocation

Strategy #3:
Selective Active
Management

Value
Add

Note: 10-year forecast.; projected and subject to  change based on market volatility

Bridging the Return Gap: 
PERA 10 Year Return Strategy 
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PERA Strategic Asset Allocation
Adopted July 2018

• Global Public Equity
• Global Low Volatility Equity
• Hedged Equity
• Private Equity

Global Equity – Economic 
Growth

• Core Fixed Income
• Global Core Fixed Income

Risk 
Reduction/Mitigation –

Safety and Liquidity

• Liquid Credit Strategies
• Emerging Market Debt
• Illiquid Credit Strategies

Credit Oriented – Hybrid 
Exposure to Growth and Income

• Liquid Real Estate
• Illiquid Real Estate
• Liquid Real Assets
• Illiquid Real Assets

Real Assets –
Inflation Protection

• Risk Balance
Multi-Risk Allocation –

Diversification

35.5%

19.5%

15.0%

20.0%

10.0%
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PERA Investment Strategy:
Take Advantage of Diversification Benefits

Market Return
Compound & produce better 
terminal wealth over time

Keep-up, 
but lag in boom 
times

Minimize Market 
Drawdowns

PERA
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Diversifying Away From Equity Risk Premium
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In 2007, 70% of the 

plan in Stocks 

In 2019, 41% of the plan in 
Stocks, will be reduced to 35%
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Diversifying Away From Equity Risk Premium: 
Risk Contribution

Equity, 61.5%
Fixed Income, 

18.8%

Real Assets, 
19.7%

Current Portfolio

Equity, 
95.2%

Fixed 
Income, 

4.2%

Other, 0.7%
6/30/07 Portfolio

Equity, 
91.9%

Fixed 
Income, 

8.1%

Reference Portfolio
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Benefits of Diversification

PERA Current Strategy 

Reference Portfolio Concentrated Risk 
Portfolio (70% Equity)

Concentrated Risk 
Portfolio (90% Equity)
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4.50

5.00

5.50

6.00

6.50

7.00

7.50

4.00 6.00 8.00 10.00 12.00 14.00 16.00 18.00

Ex
pe

ct
ed

 R
et

ur
n

Expected Risk

10 Year Portfolio Expectations Comparison • PERA use of 
diversifying and 
illiquid asset classes 
increases expected 
return at the same 
level of risk as the 
simple Passive 
“Reference” Portfolio

• Further concentrating 
the PERA portfolio 
into equity assets 
adds expected 
volatility without a 
substantial increase 
in expected return
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Portfolio Stress Test & 
Liquidity Profile 
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PERA Portfolio Stress Tests

• Current PERA 
portfolio provides 
higher level of 
downside protection 
in stressed events

• Estimates of 
systematic return 
drivers for the events 
described using 
holdings based 
analysis

• Idiosyncratic returns 
are not included

(8.00%)

(6.00%)

(4.00%)

(2.00%)

0.00%

2.00%

4.00%

6.00%

8.00%

3M Libor
+30BPs

Transitive

3M Libor
-30BPs

Transitive
Oil +10%
Transitive

Oil -10%
Transitive

SPX Index
+10%

Transitive

SPX Index
-10%

Transitive
VIX +100%
Transitive

VIX Index
-50%

Transitive

Scenario Analysis
Total Fund vs. 70% Stock/30% Bond Portfolio
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PERA Portfolio Stress Tests

Meeting liquidity needs with a  “sell as you go” process can tear portfolios away 
from their asset allocation targets during stressed market environments
Potentially leading to undesirable risk characteristics and/or increased market 
vulnerability
The threat of being 
pushed away from 
allocation targets 
increases…

1. With larger required 
cash outflows (i.e., 
greater liquidity 
needs)

2. With larger 
allocations to illiquid 
assets 0%

5%

10%

15%

20%

25%

30%

35%

40%

Start Q1 Q2 Q3 Q4 Q5
Cash Flow (as % of Assets)

ILLIQUID ALLOCATION DRIFT
BASED ON RETURNS DURING CREDIT CRISIS (12/31/07 - 3/31/09)

Current Illiquid Allocation Target Illiquid Allocation
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PERA Portfolio Liquidity Profile: Stress

PERA maintains a strong 
liquidity position across 
different market 
environments

• In stressed market, the 
highest liquidity bucket 
makes up almost 30% of 
the PERA portfolio

• Equates to over $4.5 
billion available to pay 
benefits, fund illiquid 
opportunities, and 
rebalance the portfolio  
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Funding Status & Cash flow 
Stress Test
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Some Investment Scenarios

• Updated Baseline
• Uses estimated asset return of 6.4% for FYE 2019

• Scenario 1:  Lowest 10th Percentile of Returns 
(Estimated to be 5.185%)

• Scenario 2:  6.0% Returns

• Scenario 3:  Simulated repeat of Great Financial 
Crisis (Returns of -25%, 12%, 12%, 12% and 7.25% 
thereon)

• Scenario 4:  Simulated shallow recession (Returns of 
-5%, -5%, 10%, 10%, and 7.25% thereon)

3
7
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Projection of Net External Cash Flow

3
8
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Comparison of Projected Funded Ratio of 
PERA: Baseline, Scenarios 1 and 2

3
9
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Scenario 3- GFC Type Event
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Scenario 3- GFC Type Event
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Scenario 4- Shallow Recession
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Scenario 4- Shallow Recession
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Additional Cost of Extended 
Amortization

• An increase to the unfunded liability due to assets losses or a 
reduction to the valuation discount rate would further increase 
the total amortization payments

Amortization of June 30, 2018 Unfunded Liability of $6,060,591,511
Comparison of the Total of Future Amortization Payments over Various Amortization Periods

Amortization Period Total of Payments* Total Cost per $1 
billion of UAAL

25 Year $13,765,698,517 $2,271,346,083 

30 Year 16,259,994,596 2,682,905,992 

40 Year 22,591,296,119 3,727,573,423 

50 Year 31,224,865,583 5,152,116,040 

*Uses Level Percent of Payroll Amortization method



A Closer Look Past the Headlines: 
A Review of Brookings, Fed, and BoE Research

“How bad is the state and local pension crisis really?”

Dominic Garcia, CIO PERA
August 29, 2019
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Brookings Research Takeaways
• New Mexico PERA is in the bottom quartile of least stable pension plans in the country. More 

vulnerable than Illinois!

• PERA will exhaust assets in 27 years and 40 years in Brookings bad and median scenarios.

• Brookings research and modifications are consistent with Governor’s Task Force analysis,
main difference is use of more conservative return assumptions than Governor’s Task Force.

• Example: 5.9% median nominal return vs. 7.25% median nominal return

• Under more conservative return assumptions (5.9% nominal as median return); Brookings
suggests focus should be on stabilizing the pension debt and eliminate asset exhaustion risk
in a bad return scenario as opposed to fully funding.

• To stabilize the debt, Brookings suggests the following pension adjustments:

1. COLA/Benefit Changes: NO COLA would stabilize the debt most effectively.

2. Contribution Increases: for New Mexico an increase of 7% to 9% now would stabilize
the debt. Waiting 10 years this would rise to 11%. Waiting 30 years, this would rise to 16%
to 22%.
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COLA/Benefit Changes to Stabilize the Debt

Three Benefit Changes 
Scenarios:

1. Cancel past new worker
reforms (i.e. PERA pension
reform in 2013)

2. Index COLA at inflation =
2.0%

3. No COLA

Key Observation: COLA is 
most significant. No COLA 
would stabilize debt most 
effectively.

“(COLA) Benefit flows rise substantially as a share 
of GDP over the next two decades and eventually 
settle at a much high level- indeed, the risk is 
about 25%, the same as the projected risk in 
Social Security benefits…Clearly, COLAs have a 
significant impact on benefits flows as a share of 
the economy.” pg. 19
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Contribution Increases to Stabilize the Debt:
at median return of 3.5% real (5.9% nominal)

Stabilize Debt 
as Share of 
GDP (now)

Implicit Debt 
Gets Back to 
Today’s level in 
30 Years (now)

Fully Funded in 
30 Years (now)

U.S. Aggregate 4.28% 4.19% 20.39%

New Mexico 
PERA 9% 7% N/A
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New Mexico PERA Analysis with Brookings 
Key Objectives & Assumptions

Key Objectives:
1. Stabilize pension debt at a constant to today’s level and/or equal to

today’s level 30 years from now

2. Avoid asset depletion within 30 years in bad return case

Analysis:
• Re-run current plan funding without any changes and Governor’s Task Force

recommendation with Brookings returns assumptions.
• 3.9% nominal return
• 5.9% nominal return
• 7.9% nominal return

• Calculate Asset Depletion or Exhaustion in Years
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Analysis Related to the Brooking 
Institute Report: Current PERA Profile

• Using 
Brookings 
Institute return 
assumptions, 
PERA is on a 
path to 
insolvency

• Asset depletion 
within 30 years 
in bad case  

Projected 
Asset 

Depletion in 
year 2065
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Brookings Potential Solution #1:
Current Plan with 9% of Payroll Contribution Increase at 7/1/2020 

• Using Brookings 
return 
assumptions 
and 9%
contribution 
increase 
adjustment

• Stabilizes debt 
above today’s 
level-76.9%

• Asset depletion 
avoided within 
30 years  
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Brookings Potential Solution #2 
Current Plan with No COLAs after 7/1/2019 

• Using Brookings 
return 
assumptions 
and No COLA 
adjustment

• Stabilizes debt 
above today’s 
level- 89%

• Asset depletion 
avoided within 
30 years 
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Analysis Related to the Brooking 
Institute Report: New Mexico Profit 
Share Plan

• Use Brookings 
return 
assumptions

• New Mexico 
Profit Share 
Plan stabilizes 
debt above 
current levels

• Asset 
depletion 
avoided 
within 30 
years 
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