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Transparency – NMERB Website

ERB is committed to being an effective and trusted manager of New Mexico’s 
Educational retirement system and includes among the values listed in the 
strategic plan that of transparency. To this end, we make detailed information 
available on our website.  

The page covering our Board of Trustees general policies is located at  
http://nmerb.org/Boardof_Trustees.html

Links to the following are included:
• NMERB Transparency Policy
• ERB Board Governance
• ERB Funding Policy
• Board Strategic Plan (2017-2019)
• Board Meeting Schedule
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NMERB Board and Committee Meeting Agenda and 
Minutes
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Investment Policies

Investment Policies are located at http://nmerb.org/investment_policies.html

Links for NMERB investment policies include: 
• NMERB Investment Policy
• Real Estate Policy
• Private Equity Policy
• Natural Resources Policy
• Infrastructure Policy
• Hedge Fund Policy
• Core Fixed Income Policy
• Placement Agent Disclosure Policy
• Investment Services Procurement Policy
• Campaign Contribution Disclosure Form
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Investment Policy Scope

NMERB Investment policies cover the following areas:

1. Selection processes for investment managers, consultants and other service 
providers.

2. Roles and responsibilities of the Board, Investment Committee, staff, 
managers, consultants, and custody bank.

3. Asset allocation targets, ranges and descriptions of asset classes.
4. Management of our internal Core Bonds portfolio.
5. Proxy voting for stockholdings.
6. Risk controls.
7. Rebalancing of fund assets.
8. Reporting of placement agent activity.
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Asset Allocation

By policy, we conduct an asset allocation review every two years.  The reviews may be 
found here: http://nmerb.org/asset_allocation.html
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Asset Allocation - Implementation
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Investment Performance

Performance reports are available for several years on the website at 
http://nmerb.org/Investments.html
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Placement Agent Disclosure
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Annual Financial Reports

Annual financial reports from FY200-FY2017 may be found here:  
http://nmerb.org/Annual_reports.html
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Actuarial Reports

Actuarial reports covering 2002-2017 may be found here:
http://nmerb.org/Actuarial_reports.html
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Actuarial Valuation

• Prepared as of June 30, 2017, using member data, 
financial data, benefit and contribution provisions, 
actuarial assumptions and methods

• Purposes:
– Measure the actuarial liabilities
– Determine adequacy of current statutory contributions
– Provide other information for reporting

 GASB #67 and #68
 CAFR (Consolidated Annual Financial Report)

– Explain changes in the actuarial condition of ERB
– Track changes over time
– Provide early warning on new trends
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Key Results

June 30, 2016
Final

June 30, 2016 
Reflecting 

Assumption 
Changes

June 30, 2017
Final

Actuarial Funded Ratio 64.2% 61.5% 62.9%

Unfunded Actuarial 
Accrued Liability (UAAL) $6.6 billion $7.4 billion $7.4 billion

Normal Cost Rate 13.00% 13.62% 13.62%

Funding Period
Closed Group Valuation 44.9 years 139.4 years 124.6 years

Funding Period
Open Group Projection* 46 years 84 years 61 years
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* Reflects: (1) lower normal cost for future members, (2) future COLAs less than 1.9%, (3) current market value of assets.



Membership – Actives vs. Annuitants
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Assets
• Fair market value increased from $ 11,532.8 million 

to $12,509.4 million as of June 30, 2017
• Contributions

– Member contributions = $296 million, including service 
purchases

• Currently 10.70% of pay
– Employer contributions = $390 million

• Currently 13.90% of pay
– ARP contribution = $6 million (3% of ARP payroll)

• Total contributions of $692 million, compared to 
$693 million last year
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Assets
• Total distributions—benefit payments, refunds and 

administrative expenses—totaled $1,063 million
• Therefore, net external cash flow was -$371 million,

or -3.0% of market value of assets at end of year
– Typical for a mature DB plan where investment earnings are 

expected to finance a large portion of benefit payments
– Not projected to go below -5%

• Return of approximately 11.8% in FY 2017 (net of 
administrative and investment expenses)
– 8.6% for last five years
– 5.2% for last 10 years
– 7.2% for last 15 years
– 6.4% for last 20 years
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Contributions vs. Benefits and Refunds
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* Includes member contributions, employer contributions, and service purchases
** Includes administrative expenses
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Funding Valuation Results

• “Valuation” Funding Period is 124.6 years
– Based on the Actuarial Value of Assets, the current normal cost level, 

and a 1.9% COLA assumption for each year in the future

• “Open Group” Funding Period is 61 years
– Based on the market value of assets, lower normal cost rate in the future 

for Tier 3 benefits, and accumulated savings from COLAs lower than 
1.9%

• Funding Policy Contribution is 20.19%
– 25-year amortization (30 years from 2012), plus employer normal cost
– Shortfall (20.19% - 13.90%) of 6.29%
– Does not incorporate lower normal cost for future members and future 

COLAs less than 1.9%
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Projection – Funded Ratios
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What are GASB Statements 67 and 68?

GASB 67
Accounting disclosures for pension plans
NMERB was one of the first pension plans in the US to 
adopt

GASB 68
Accounting disclosures for participating employers

Both GASB statements separate accounting disclosures and 
presentation from the funding considerations for pensions
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Bottom Line: How Does GASB 68 Affect Issuers?

Probably not much:
• Balance sheet and income statement will look different, 

but cash flows (one of the most important considerations 
for credit rating agencies) remains unchanged

• A negative balance in net position is not necessarily a sign 
of financial distress

• According to Rating Agency Standard & Poors:
“While there will be a range of new information reported 
under the GASB 67/68 and year-over-year comparisons 
may be challenging, we don’t expect significant credit 
differentiation based solely on the new reporting”.     
March 24, 2015
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What Does GASB 68 Do?

Separates the accounting and funding concepts for pensions
Provides new information for readers of financials:
• Comprehensive reporting of a government’s net pension 

obligations and expenses
• Each employer includes its share of the actuarial present 

value of retirement benefits in its financials
• Reflects the pension liability where employment exchange 

takes place
• Provides 10-year trend information - net pension liability, 

allocation rate, deferral amounts, pension expense
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GASB 67 and 68
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GASB 67 and 68 State Auditor Requirements
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From State Audit Rule

Z. GASBS 68, accounting and financial reporting for pensions:
(1) PERA and ERB shall each prepare schedules of employer allocations as of June 30, 2016 and June 30, 2017. The state auditor requires the 

following:
(a) Prior to distribution of the schedule of employer allocations, PERA and ERB shall obtain audits of their respective schedules. These 
audits shall be conducted in accordance with government auditing standards and AU-C 805, special considerations - audits of single financial 
statements and specific elements, accounts, or items of a financial statement.
(b) Pursuant to AU-C 805.16, the PERA and ERB auditors shall each issue a separate auditor’s report and express a separate opinion 
on the AU-C 805 audit performed (distinct from the agency’s regular financial statement and compliance audit). 2.2.2 NMAC 27
(c) PERA and ERB shall each obtain at least one concurring review of their respective schedules of employer allocations by an outside 
IPA firm (different from the firm performing the AU-C 805 audit). The firm selected to perform the concurring review is subject to OSA 
approval.
(d) The AU-C 805 audits and resulting separate reports on the PERA and ERB schedules of employer allocations shall be submitted to 
the OSA for review and release pursuant to Subsection A of 2.2.2.13 NMAC, prior to distribution to the participant employers.
(e) As soon as the AU-C 805 reports become public record, PERA and ERB shall make the information available to their participant 
employers.
(f) PERA and ERB shall each prepare an employer guide that illustrates the correct use of their respective schedule of employer 
allocations report by their participant employers. The guides shall explicitly distinguish between the plan-level reporting and any employer-
specific items. The calculations and record-keeping necessary at the employer level (for adjusting journal entries, amortization of deferred 
amounts, etc.) shall be described and illustrated. The 2016 employer guides shall be made available to the participant employers by June 30, 
2017. The 2017 employer guides shall be made available to the participant employers by June 30, 2018.

(2) Regarding whether the pension liability shall be included in the stand-alone financial statements of funds, see implementation guide-GASB 
statement 68, question and answer 122, which says, “except for blended component units, which are discussed in questions 34 and 35, 
statement 68 does not establish specific requirements for allocation of the employer's proportionate share of the collective net pension liability 
or other pension-related measures to individual funds. However, for proprietary and fiduciary funds, consideration shall be given to NCGA 
statement 1, paragraph 42, as amended, which requires that long-term liabilities that are “directly related to and expected to be paid from” 
those funds be reported in the statement of net position or statement of fiduciary net position, respectively.” Stand-alone state agency 
financial statements that exclude the proportionate share of the collective net pension liability of the state of New Mexico based on the above 
guidance, shall include note disclosure referring the reader to the statewide CAFR for the state’s net pension liability and other pension-
related information. The stand-alone report for the New Mexico component appropriation funds shall include note disclosure of the net 
pension liability for all the state agencies of the state of New Mexico.
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ERB Faces Potential Damages from Cyber Threats

Potential Threats
• Hacking Attack
• Virus or malware
• Phishing
• Spoofing
• Ransomware

Potential Damages
• Service or payment interruption
• Loss or disclosure of member data
• Time and Financial Costs
• Reputational Damage
• Loss of Member Confidence
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Cybersecurity is Part of ERB’s Fiduciary Duty

The retirement board of the public employees retirement system and the board 
of the educational retirement system shall be the trustees for their respective 
systems and have the sole and exclusive fiduciary duty and responsibility 
for administration and investment of the trust fund held by their respective 
systems.

N.M. Const. Art. XX, Section 22.

Fiduciary duty includes the duty to act prudently.  
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Proposed Legislation

Amend Open Meeting Act (OMA) and Inspection of Public Records Act (IPRA) 
to provide for narrow exceptions that allow discussions and records pertaining 
to IT and Network Security to be confidential and not accessible by malicious 
entities. 

Under OMA

Allow executive session for those portions of meetings addressing:
(a) Security assessments or deployments of information resources 

technology;
(b) Network security information; or
(c) The deployment, or a specific occasion for the implementation, of 

security personnel, critical infrastructure or security devices.  
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Proposed Legislation

Under IPRA

Exempt from disclosure confidential electronic network security information:
a) revealing components, including passwords, personal identification 
numbers, access codes and encryption, of a public body’s electronic network 
security system;
b) collected, assembled or maintained by or for a public body to prevent, detect 
or investigate criminal or fraudulent activity; or
c) concerning an assessment, made by, or made for or maintained by a public 
body, of the vulnerability of the network to criminal activity
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Questions?

?
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