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Public Employees
Retirement Association
of New Mexico

PERA FY12
Budget Proposal

Retirement Systems Solvency Task Force
November 12, 2010

Presented by
Terry Slattery, CEBS, PERA Executive Director



Public Employees Retirement Association
FYI12 Budget Request
Submitted: September 1, 2010

Total FY12 Budget Request: $30,504,000

o FY11 Operating Budget: $32,584,300

o Decrease of $2,080,300 or 6.4%

o Requested budget for salaries and benefits decreased by
$376,700 or 6.3% :

o Requested budget for contract expenses decreased by
$1,703,600 or 6.7%

o Requested budget for other expenses is flat

PERA is not funded with a General Fund Appropriation
o Operating Revenue generated from member and employer
- contributions and investment income
o Year-end balances revert back into Investment Fund
o In FY10, PERA returned approximately $10 million of its
unused operating budget into the Investment Fund

Appropriations to PERA are approved by the Legislature
o Although all of PERA’s expenses are paid from trust fund
money, our appropriation must be approved by both the
legislature and Governor’s Office

PERA is granted authority to increase its budget for the PERA
Building, which it owns, for the safety and security of the building
structure

PERA is granted authority to increase its budget to compensate
investment fund managers for amounts earned while managing
investment portfolios

PERA’s annual administrative éxpenses are low, averaging only 27
basis points, or 0.27%, of the total market value of the investment
portfolio

FY12 Budget Request FTEs: 76 total employees
o FY11: 88 Employees
o 12 Term employee positions will expire on June 30, 2011

In FY10, PERA operated with a vacancy rate as high as 10.5%
o PERA's historical average vacancy rate is about 3.5%
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NM ERB Fund
October 2010
FINAL
n=400

Hello. My name is YOUR NAME from Research & Polling, Inc. We are conducting an important survey
on behalf of the New Mexico Educational Retirement Board about issues facing the ERB retirement fund.
We would greatly appreciate your opinions.

A.

Component
1. Public School (n=260)
2. Higher Education (n=140)

As you may know, the amount of money in the Educational Retirement Fund that covers your
retirement benefits is not keeping pace with anticipated needs. As a result, the ERB Board and the
Legislature are considering various options to improve the fund’s financial soundness for the long-
term future.

Generally, there are two basic methods to increase the soundness of the ERB fund. One method is
to increase the monies flowing into the fund by increasing member contribution rates, while the
other way is to reduce the amount of payments that are dispersed from the fund to retirees. Holding
all things equal regarding the financial impact on the fund, would you prefer the Board recommend
to the Legislature increasing member contribution rates or reducing member benefits at the time of
retirement; or would you prefer the Legislature select a combination of the two options?

Increase member contribution rates

Reduce payments fo retirees

Combination of both (VOLUNTEERED)

Neither (VOLUNTEERED)

Depends (VOLUNTEERED)

Don’t know/won't say (SKIP TO INTRO BEFORE Q. 3)

o gk w2

Why do you feel this way? (DO NOT READ CATEGORIES) (TAKE UP TO 3 RESPONSES)

Increase Member Contribution

01. Better to pay more now while working than have less income when retired
02. I will be retiring soon
03. ! can afford contribution rate increase

Reduce Benefit at Retirement

04. Better to receive lower benefit after retirement than while working
05. I'won’t be retiring for a long time/l will be working for a long time
Both/Combination

06. Doing both will reduce the impact of each/spread the impact

07. Fairer to everyone

99. Don’t know/won'’t say

Other (specify)
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it will be necessary to make some changes to the administration of the ERB benefits in order to improve
the financial soundness of the fund. I’d like to read you a list of eight options each with different levels of
possible impact on the fund. Depending upon their impact, it's possible that the Legislature may have to
enact more than one. For each option please tell me how you feel about it using a 10 point scale in which
- 10 means you are very willing to support it and 1 means not at all willing to support it. The first one is:

VERY NoTATALL D.K/

(RANDOMIZE 3 - 10 ONLY) WILLING Wiine W.S.
3. Reduce the Cost of Living Adjustment for current workers, when they retire and reach age 65.

This option would have a significantly

positive impact on the fund........................... 10...09.....08....07....06....05....04......03....02..... 01.....11
4. : Set the minimum age at 60, to start receiving any retirement benefits.

This would have a moderately

positive impact onthe fund........................... 10 09...08 07...06 05..04 03..02 01...11

POLLER EXPLANATION IF NECESSARY: Currently there is no minimum retirement age, however
employees may retire with no reduction of benefits only after 25 years of service. Under this option there
would be no benefits paid until you reach the age of 60. This would affect all members (those retiring with
more than 25 years of service and those under the Rule of 75).

5. Reduce the muitiplier that is used to calculate retirement benefits from 2.35% to 2.2%. The new
multiplier would not affect your past years of service, only your future years of service.
This would have a moderately
positive impact on the fund............................ 10 09...08 07...06 05..04 03..02 01...11

POLLER EXPLANATION IF NECESSARY: Members’ annual retirement benefits are calculated by taking
their final average salary times their number of years of service times a multiplier of 2.35%. Under this
option the multiplier, for future years only, would be reduced to 2.2%.

6. Increase the member contribution rate by 0.5%.
This would have a significantly
positive impact on the fund........................... 10...09.....08....07....06....05.... 04......03 ....02...... 01.....11

POLLER EXPLANATION IF NECESSARY: Currently members’ contribution rates are determined by their

annual salary, those making under $20,000 contribute 7.9% and those making over $20,000 contribute
9.4%.

7. Calculate members’ final average salary based on 7 years of consecutive service rather than the
current 5 years of consecutive service,
This would have a significantly
positive impact on the fund........................... 10...09.....08....07....06....05....04......03 ....02..... 01.....11

POLLER EXPLANATION IF NECESSARY: Members’ highest 5 consecutive years of salary are used to
calculate retirement benefits. Under this option a member’s final average salary would be based upon their
highest 7 consecutive years of salary.
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VERY NOTATALL D.K/
(RANDOMIZE 3 - 10 ONLY) : WiLLinG Wituive W.S.
8. Set the minimum age at 60, to start receiving unreduced retirement benefits, for employees with 25

10.

years of service or more. This would have
a moderately positive impact on the fund.....10...09.....08....07....06.... 05.... 04......03 ....02 ..... 01....11

POLLER EXPLANATION IF NECESSARY: Currently there is no minimum retirement age, however
employees may retire with no reduction of benefits only after 25 years of service. Under this option benefits
would be reduced if you retire before the age of 60 and elect to start receiving benefits immediately.

Reduce the multiplier that is used to calculate retirement benefits from 2.35% to 2.0%. The new
multiplier would not affect your past years of service, only your future years of service.

This would have a significantly

positive impact on the fund............................ 10 09...08 07..06 05..04 03..02 01...11

POLLER EXPLANATION IF NECESSARY: Members’ annual retirement benefits are calculated by taking
their final average salary times their number of years of service times a multiplier of 2.35%. Under this
option the multiplier, for future years only, would be reduced to 2.0%. :

Increase the member contribution rate by 1%.
This would have a significantly
positive impact on the fund............................ 10...09.....08....07....06....05.... 04......03....02...... 01.....11

POLLER EXPLANATION IF NECESSARY: Currently members’ contribution rates are determined by their
annual salary, those making under $20,000 contribute 7.9% and those making over $20,000 contribute
9.4%.

NOTE TO POLLER: DO NOT RANDOMIZE Q. 11

11.

Create muitipliers, which increase the longer you work, to calculate retirement benefits rather than
the current single muitiplier of 2.35% for everyone regardless of years in service. The multiplier for
members with up to 15 years of service would be 2.1%; for 16 to 30 years of service the multiplier
would be 2.3%; and for more than 30 years of service the multiplier would be 2.4%. This would only
affect future years. The multiplier for the service you already have earned would not be changed.
This would have a moderately

positive impact on the fund............................ 10...09.....08....07....06....05.... 04......03....02..... 01.....111

POLLER EXPLANATION IF NECESSARY: Under this option the multiplier that is used to calculate
members’ annual retirement benefits would increase with the number of years of service, starting at 2.1%
for up to 15 years of service and rising to 2.4% for 30 years of service or more. The 2.35% multiplier for the
service you already have would not change. This would affect future years only.
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12. Would you prefer to:

1. Reduce the multiplier that is used to calculate retirement benefits from 2.35% to 2.0%
OR '
2. Calculate members’ final average salary based upon 7 years of consecutive service rather

than the current 5 years of consecutive service.

Both (DO NOT READ)
Neither (DO NOT READ)
5. Don't know/won't say (DO NOT READ)

13.  Would you prefer to:

1. Reduce the multiplier that is used to calculate retirement benefits from 2.35% to 2.2%
OR
2. Set the minimum age at 60, to start receiving unreduced retirement benefits for employees

with 25 years or more

3. Both (DO NOT READ)
Neither (DO NOT READ)
5. Don't know/won't say (DO NOT READ)

NOTE TO POLLER: IS THERE A SERVICE CREDIT NUMBER ON LIST?

IF YES: RECORD SERVICE YEARS IN Q. 14 BELOW WITHOUT ASKING.
IF NO: ASK Q. 14

14. For how many years have you been a member of the ERB?

(number of years)
THIS CONCLUDES OUR SURVEY. THANK YOU FOR YOUR TIME. HAVE A GOOD DAY!

NOTE TO POLLER, WAS RESPONDENT:
1. Male

2. Female

Respondent's Phone Number

Poller Name

Poller Code
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