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Information Disclosure

- NEPC, LLC uses, as its data source, the plan’s fund manager and custodian bank or fund
service company, and NEPC, LLC relies on those sources for all transactions, including capital
calls, distributions, income/expense and reported values. While NEPC, LLC has exercised
reasonable professional care in preparing this report, we cannot guarantee the accuracy of all
source information contained within.

- The Investment Performance Analysis is provided as a management aid for the client’s internal
use only. Portfolio performance reported in the Investment Performance Analysis does not
constitute a recommendation by NEPC, LLC.

- Information in this report on market indices and security characteristics is received from
sources external to NEPC, LLC. While efforts are made to ensure that this external data is
accurate, NEPC, LLC cannot accept responsibility for errors that may occur.

Q2 2010
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NEPC,LLC

October 13, 2010

Trustees

New Mexico Educational Retirement Board
6201 Uptown Blvd.

Suite 204

Albuquerque, NM 87110

RE: Private Equity Strategy - 2nd Quarter 2010

Dear Trustees,

We are pleased to present the June 30, 2010 Private Equity Report for the New Mexico ERB,
(ERB). The report provides a variety of performance analyses for the overall portfolio. The
reports include trailing performance, performance by investment stage, performance by
strategy, and vintage year performance.

The ERB experienced a positive quarter, earning a nominal IRR of 0.74% and a one year
IRR of 23.99%. The annualized IRR of the private equity portfolio since inception was
1.79% at quarter end. Since inception, the Total Value to Paid In multiple (current valuation
plus cumulative distributions, divided by total capital calls) was 1.03.

The following table presents the status of the ERB private markets portfolio as of June 30,

2010:
Commitment Terminated Amount Amount Reported Call Distribution
Commitments Funded Distributed Value Ratio Ratio
$689,768,279 $0 $289,613,240 $20,437,844 $282,017,488 41.99% 7.06%
Market Exposure Total Fund Private Reported Market
Unfunded (Reported Value + Composite Markets Value Exposure
Commitment Unfunded Commitment) as of Target of Total as a %
6/30/2010 Fund Total Fund
$400,155,039 $682,172,527 $8,178,764,267 10% 3.45% 8.34%
Total Value Total Value Internal Rate of Return
(Reported Value + Distributions) To IRR, Since Inception
Capital Call Ratio (June 2006 funding)
$302,455,332 1.03 1.79%
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At quarter end, the ERB had commitments totaling $689.77 million to 25 private equity
funds. Of the 25 funds, 1 fund is in the fundraising stage, 17 funds are in the investing
stage, and 7 funds are in the harvesting or liquidation stage. The following charts illustrate
the program’s current life cycle.
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The following chart illustrates the commitment history of the private markets program
through the quarter end:
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The following chart illustrates the cumulative commitment history, cumulative capital calls,
cumulative distributions and reported value:
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The following chart provides an analysis of the vintage year performance comparing the
capital calls to the distributions and reported value.

Vintage Year Analysis of Commitments, Value, and Cash Flows
Since Inception
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During the quarter-ended June 30, 2010 the ERB private markets portfolio funded 16
investments and received distributions from 8 funds. The summary of the cash flows is as

follows:

Amount Funded

Number of Funds

Distributions

Number of Funds

Net Cash/Stock

for the Quarter Calling Capital for the Making Flows for the
Quarter Distributions Quarter
$22,983,702 16 $3,508,504 8 ($19,475,198)

Since inception, the private markets program has gained $8.49 million in value. The
investment strategies adding value were Distressed, $12.14 million; and Mezzanine, $1.99
million. The investment strategies losing value were Venture, ($2.40) million; Growth
Equity, ($0.99) million; Buyouts, ($0.73) million; Secondaries, ($0.07) million, and Co-
Investment, ($1.61) million.

Value Add (Loss) by Strategy

$14,000,000

$12,000,000
$10,000,000

$8,000,000
$6,000,000

$4,000,000

$2,000,000

$0 -
-$2,000,000 :-

-$4,000,000

‘ mVenture mGrowth Equity mBuyouts

Mezzanine ™ Secondaries ® Distressed

Co-Investment




%E

The long-term target allocation among the various private equity strategies is as follows:

Investment Reported Unfunded Total
Strategy Target Min. Max. Value Commitment Exposure
Private Equity 100.0% - 100.0% 41.3% 58.7% 100.0%
Venture 20.0% - 50.0% 1.3% 2.5% 3.8%
Growth Equity 10.0% - 20.0% 0.3% 1.0% 1.3%
Buyouts 30.0% - 60.0% 18.2% 23.7% 41.9%
Mezzanine 15.0% - 20.0% 4.6% 9.9% 14.5%
Secondaries 10.0% - 20.0% 1.8% 7.1% 8.9%
Distressed 10.0% - 20.0% 13.2% 4.8% 18.0%
Co-Investment 5.0% - 10.0% 1.9% 9.6% 11.5%
Totals 100.0% 41.3% 58.7% 100.0%
Variance due to rounding

At the quarter end, the private markets portfolio was diversified by investment strategy.
The private markets valuation by strategy follows:

Investment Strategy Diversification
($282.01 Million Reported Value)
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Private Markets Allocations — Status of Target Allocations by Vintage Year
For the year 2010, the plan projects the following commitments:

> $100 million to Distressed;

> $45 million to Secondaries;

> $40 million to Mezzanine; and
> $40 million to Buyouts.

Annual Meetings Scheduled by the Private Equity Managers

» Platinum Equity Partners, November 10, 2011, Los Angeles, CA
> Partners, November 11, 2010, New York, NY

Private Equity Portfolio Highlights
Portfolio Level Return Attribution:

The Fund’s distressed weighting continues to contribute outsized returns to the private
equity program. The return for the Distressed managers for the first six months of 2010 was
9.83%. The Distressed managers return was 43.39% for the trailing twelve months. In
addition to Distressed, both Buyouts and Secondaries continue to generate positive returns
earning 26.38% and 14.91%, respectively, for the trailing one year period. Mezzanine has
been a consistent performer and has generated a 2.35% IRR for the first six months of
2010, and since 2006, the strategy has generated a 4.34% IRR.

We thank you for the opportunity to work with New Mexico Educational Retirement Board
and look forward to continued success in the future.

Best regards,

Allan Martin Bill Monagle, CPA Kevin Tatlow
Partner Partner Senior Consultant



New Mexico ERB

Executive Summary IRR Performance Report

6/30/2010

Investment Vintage Commitment 3Year 5Year Inception
Aldus Equity (Erasmus Co-Investment) 2009 5,139,173 0.00 0.00 -3.19 -2.29
Apollo Investment Fund VII, L.P. 2008 40,000,000 -0.03 0.98 46.20 13.00
Ares Distressed Securities Fund, LP 2008 30,000,000 0.75 6.11 40.59 7.07
BR/ERB Co-Investment Fund | (BlackRock) 2009 75,000,000 -4.79 -9.20 -27.04
Bridgepoint Europe IV D 2007 24,819,847 447 -12.75 -26.41 -34.24
Clayton, Dubilier, and Rice Fund VIII, LP 2007 40,000,000 -0.97 10.97 21.53 14.99
ComVest Investment Partners Ill, LP 2007 25,000,000 221 27.63 44.12 26.33
DRI II, L.P. 2009 40,000,000 -2.36 -3.51
Fletcher Spaght Ventures Il 2007 20,000,000 -4.49 -3.69  -10.92 -16.74
GF Capital Private Equity Fund, LP 2007 15,000,000 -0.07 -1.24 24.70 0.99
Goode Partners Consumer Fund |, L.P. 2007 20,000,000 5.62 15.34 31.64 -0.12
HM Sector Performance Fund, L.P. 2006 20,000,000 1.61 10.85 29.40 -11.92
Industrial Opportunity Partners, L.P. 2006 15,000,000 11.21 3.91 -9.69 -13.30 -14.18
Leeds Equity Partners V, LP 2007 20,000,000 0.03 6.06 63.05 10.56
Levine Leichtman Deep Value Fund 2005 20,000,000 -2.67 2.69 46.09 -2.09 -3.20
Levine Leichtman IV 2008 50,000,000 -0.65 6.82 13.73 2.56
Lexington Partners VI-B 2006 20,000,000 0.59 2.34 14.91 -2.15 -0.41
Lion Capital Fund I 2007 39,809,259 0.14 -3.62 28.11 0.94
Newstone Capital Partners, LP 2006 20,000,000 0.19 2.25 6.83 7.15 6.77
Perseus Partners VII, LP 2007 15,000,000 -2.13 2.88 8.30 7.30
Platinum Equity Partners Il, LP 2007 30,000,000 13.17 24.11 78.19 7.44
Psilos Group Partners Il LP 2005 10,000,000 -3.89 -5.64 -8.17 -6.68
VSS Structured Capital Partners Il 2009 40,000,000 -2.81 6.27 5.18 -9.42
Vicente Capital fka/K H Growth Equity Fund 2007 10,000,000 -3.61 -7.27  -19.66 -28.99

644,768,279 0.74 538 23.99 181 175

Composite IRRs include all flows of the selected investments regardless of the start date of the investment.
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