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Introduction & Background

New Mexico Retiree Health Care Authority Act

® Created in July 1990 (no appropriation/ no material prefunding period)

® Began paying full benefits for over 16,000 members in January 1991 w/statutory
limitations to premium increases until 2008
Board of Directors has broad authority to set plan parameters
Legislature retains authority over employer/employee contributions levels

Purpose
® Financial planners Fidelity and Nationwide assume a couple retiring at the age of 65 can
expect to incur $240,000 of medical expenses during retirement.
® Average PERA Pension —about $2,400 per month
® Average ERB Pension — about $1,800 per month
® Average Social Security Benefit $1,262 per month

Major Program Measurements

® Solvency Period — 1990 to Present
® Project future in and outflows to determine life of trust fund

® Similar calculation to that used by Social Security and Medicare Trustees

® Governmental Accounting Standard Board (GASB) — 2006 to Present

® Calculates future liabilities similar to pension plans

® Measurement of the extent to which liabilities are pre-funded




Introduction & Background Continued

Current Composition

300 Public Employers

®  50% Public Schools

® 25% State of New Mexico

®  25% Municipalities, Counties, and Universities

Approximately 100,000 active employees

58,349 Covered Retirees (August 1, 2015)

® 34,319 - Medicare

® 17,760 - Pre-Medicare

® 6,270 -100% retiree pay voluntary plans (e.g.
dental/vision)

Plans

® Medical

®  Pre-Medicare: $157 per month ($800 Dedc PPO)
Medicare: $15 to $167 — Very low out-of-pocket

° BCBS, Presbyterian, United Healthcare &
ExpressScripts

® Dental — United Concordia & Delta
®  Vision — Davis Vision

ife — Standard Insurance

Budget & Finance

LTI Account - $432 million (June 2015)

FY15 Operating Budget

®  Program Support $2.8 million (26 FTE)
®  Healthcare - $272.1 million

FY16 Operating Budget

®  Program Support $3 million (26 FTE)

® Healthcare - $296.6 million

FY16 Sources of Income:

® Employee/Employer Contributions — $109.4
million

®  Retiree Premiums — $135.6 million

® Tax & Rev Suspense Fund - $29.3 million
®  Miscellaneous - $22.3 million

® Interest Income - $27 thousand




Government Accounting Standards Board (GASB)
Statements No. 43 & 45

GASB 43: Financial Reporting for Post Employment Benefit Plans Other Than Pension Plans (OPEB)

Implemented GASB Statement 43 for the year ended June 30, 2006 (GASB 45 for individual
employer groups)

Accounting and reporting standards similar to pension plans
GASB Key Terms
®  Actuarial Accrued Liability (AAL): That portion of the Actuarial Present Value of Total Projected

Benefits (APVTPB) not provided for by future normal costs. The AAL can be thought of as the value of
OPEB benefits already earned in exchange for employees’ and retirees’ past service.

®  Actuarial Value of Assets (AVA): The value of cash, investments and other property belonging to
the OPEB plan, as used by the actuary for the purpose of a valuation (also see Plan Assets).

®  Unfunded Actuarial Accrued Liability (UAAL): AAL Minus AVA ( AAL-AVA)

®  Funded Ratio: AVA divided by AAL ( AVA + AAL)

Valuation performed biannually

Results are included as notations to that state’s financial statements




Actuarial
Valuation
Date

June 30, 2006
June 30, 2008
June 30, 2010
June 30, 2012
June 30, 2014

Valuation Date

NMRHCA GASB 43 History

Actuarial
Value of
Assets

$154,538,668
$170,626,271
$176,922,935
$227,487,895
$377,087,017

30-Jun-14

Schedule of Funding Progress

Actuarial

Accrued Liability

$4,264,180,967
$3,116,915,900
$3,523,664,871
$3,915,114,104
$3,740,367,299

Actuarial Assumptions Discount Rate: 5%

Unfunded/
(Overfunded)

$4,109,642,299
$2,946,289,629
$3,346,741,936
$3,687,626,209
$3,363,280,282

Funded
Ratio

3.62%
5.47%
5.02%
5.81%
10.08%

Covered Payroll

$4,073,731,873
$4,020,508,902
$4,001,802,240
$3,877,827,061
$3,941,587,760

UAALas a
Percentage of
Covered
Payroll

101%
73%
84%
95%
85%




Preparing for GASB 74 & 75

GASB 74: Financial Reporting for Postemployment Benefits Other Than Pension
Plans

® Replaces the requirements of GASB Statements 43
® Proposes new standards for financial reporting for OPEB benefit plans
® Effective for fiscal years beginning after June 15, 2016 (FY2017)

GASB 75: Accounting and Financial Reporting for Postemployment Benefits Other
Than Pensions

® Supersedes the requirements of GASB Statement 45
® Deals w/ individual employer reporting

® Effective for fiscal years beginning after June 15, 2017 (FY2018) 2



Major Changes With New GASB Requirements

Statements just issued in July and are still being evaluated by
NMRHCA actuaries

Similar methodology to GASB pension statements 67 and 68

Net liabilities will be reported as part of the employer’s balance sheet
® NMRHCA will use GASB 74
® Participating employers will use GASB 75

® State

® Municipalities

® Counties

Discount rates based on AAA Municipal Bond Yields (most likely to be
less than 5% currently used)

Changes will most likely result in an increase to liability calculations
as well as increased actuarial costs

CA plans to early adopt with GASB 74 statem
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