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Develop a Sustainable PERA Edge

A More Robust Operating Model
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Adapted from Peter Drucker “Model”, research from Keith Ambacthsheer, and Clark and Irwin, (2008)
“Best-practice pension fund governance”, Journal of Asset Management, vol 9, 1, 2-21
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PERA Fund Performance

* Asof April 80, 2018, the PERA Fund was $15.5 billion
* Asof April 30, 2018 The PERA Smart Save Deferred Compensation Plan (457b)
tund balance was $600.4 million with over 20,000 participants

PERA
Total Fund Returns 6.53% 8.84% 6.76% 4.98% 6.37% 9.02%
(Net of Fees)*

Policy Benchmark* 4.77% 6.65% 6.72% 5.38% 5.93% 8.93%

Value Add 1.76% 1.68% 0.04% -0.40% 0.44% 0.09%

* Annualized returns
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Challenge. Pensions Have Entered a New Era

= PERA Target Return (7.5%)

Stocks (S&P 500 Index)

25 Bonds (U.S. Aggregate Index) )
Challenging Low

= Cash (8 Month T-Bill Index)

| 1. Increased | Return Environment
[ =° ncrease | = Reference Portfolio (58% S&P 500/ 42%
20 | Benefits ! US Agg) Organizations will need
to adapt to meet the
challenge
15 i‘ ———————— 1
| ) )
I_E_D_°}f‘j“_‘_| A new model is required
e
10 l ) rea. | : 4. |
\ | Recession | ﬂ L__lI
L i NN
SR PR v
b5
(0]
Jan-87 Jan-92 Jan-97 Jan-02 Jan-07 Jan-12 Jan-17 Jan-22 Jan-27

-5 —

PERA 20 year return = 6.37%
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Difficulty to “Catch Up” Goal: 100% Funded

2043
10 Years 20 Years
(25 Years)

75% Funded Ratio

Approximate Required Return to
“Catch Up” to 100% Funding

10.9%

9.2%

8.8%

Probability of Achieving “Catch Up” Return

Current Portfolio

2018 Year End Portfolio

2019 Year End Portfolio

2020 Year End Portfolio

Source: Wilshire

Slide 5

11.0%

11.2%

14.4%

18.6%

14.8%

15.83%

22.0%

27.6%

15.4%
15.8%
24.7%

30.1%

PERA



Municipal
General

21,274

/'\..

State General

21,673

PE Plan

48,751

Municipal
Police

3,726

Active membership as of 6/30/2017

PERA — Who We Serve

Active Membership

_

State Police &
Correctional
Officers
1,907

Municipal
Fire

2,232
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Municipal
General

12,917

/'\..

State General
18,211

PE Plan

38,011

Municipal
Police

3,477

Retired membership as of 6/30/2017

PERA — Who We Serve

Retired Membership

_

State Police &
Correctional
Officers
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Fire
1,884
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PERA at A Glance —FY17

Average Annual Average Age at Average Annual Average Age at
Pension - FY17 Retirement - FY17 Pension - Total Retirement - Total
PERA Total $26,880 60.14 $25,260
56.00
State General
$26,220 61.28 $23,892 5 50
State
Police/Corrections et DL $28,284 51.05
Municipal General $23,160 61.92 $22,944 P
Municipal Police $41,880 49.23 $34,428
47.60
Municipal Fire
p $42,840 51.16 $34,752 85
udicial
J $87,420 66.39 $64,872 5197
Magistrates $60,348 60.04 $36,204
60.99
Legislative
2 $14,964 68.89 $8,100 6455
Volunteer
St $1,968 62.81 $1,608 61.05
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Benefit Payments Fiscal Year 2017

r’( * Fiscal Year 2017 benefit
SAN JUAN RIO ARRIBA 412,068,086 52,059 700 payments totaled
$30,834,590 $37,042,366 Y s $1,107,365,843*
b4 b4 P4
$5,254,133 ‘ ® 1,005,462, 113 In benefit
LOS ALAMOS MORA _l_ $ ? ’t ’ d t t d
3 ayments were paid to retire
1:17—' 43,794,869 HARDRS pay pate t
S $835,076 members that reside in NM
MCKINLEY SANDOVAL a :
$13,447,671 $68,892,950 | SANTA SAN MIGUEL $101,903,730 In beneﬁt '
- $1b5,143,719 $41,921,163 payments were paid to retired
members that reside outside of
BERNALILLO QUAY
CIBOLA GUADALUPE $6,011,526 NM
$10,606,700 TORRANCE $3'275'545| O $4"4",396,305 in refunded
$7,177,520 CURRY member contributions was also
7,806,540 i .
DE BACA paid out in FY 17
$1,450,254 | rooseveis ;
* $1,151,762,148 in total
CATRON SOCORRO L 144,266,107 de bv PERA
$1,636,868 $7,063,463 B payments were made Dy
$8,549,518 mFEY17
CHAVES
S - $26,896,165 .
Y | i # of Retired Members as of
$6,509,911 12,885,411 6/30/2017
GRANT _/ OTERO [ [ Dy
$13,413,865 $13,677,948 # that reside in NM 36,438
EDDY
DONA ANA $15,705,575 # that reside outside 3 869
R $61,096,330 of NM ,
$9,844,609

HIDALGO {. Slide 9 P E RA

$1,535,663 * Amounts may vary upon completion of FY17 Fiscal Year Audit




PERA Initiatives

* The PERA Board is completing an economic and demographic experience study.
Preliminary results indicate a possible need to adjust investment return and
mortality rate assumptions. Final action expected by the Board in July.

* While still on a better solvency path than pre pension reform in 2013, PERA
continues to face headwinds in paying down its unfunded liability and becoming
fully funded. Results of the experience study will help guide the Board on whether
further refinements to benefits and investments are necessary, and will be proposed
in 2019, to ensure long term solvency and protect promised benefits.

* In December of 2017 the Board passed far reaching governance changes that
removed the Board from direct involvement in selecting individual money
managers and established best practices for Board oversight and monitoring.

Side 10 PERA



