


Mission of The Educational Retirement Board

The New Mexico Educational Retirement Board is a statutory
entity that provides secure retirement benefits for our active
and retired members from school districts, higher education
and educational agencies,

We strive to make our members' retirement experience
optimal by:

Prudently managing the financial assets of
the fund;

Providing prompt, courteous and accurate
responses to members’ inquiries;
Counseling members on an individual basis
related to retirement issues;

Educating members about both the financial
and personal aspects of retirement;
Educating members about ways to advocate
for improving benefits; and

Soliciting member input for improving services.

We are consistently building skills, capacities, and compe-
tencies of our employees in order to provide our members

caring and quality service.
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We are pleased 1o present the Comprehensive Annual Report for the fiscal year ended June 30, 2000.
This year marks the completion of our 418t year of service to the educators of New Mexico. We
are proud of our accomplishments in providing excellent retirement benefits, sound financial
management and a high degree of service,

The report contsins:

1. An introductory section of generl information sbout the Board and the organization.
2. A Plan Summary, which gives a description of membership and benefits.

3. A financial section containing financial statements and audit report.

4, An Actuarial Report detailing our current position and projections for the future.

5, An investment section that presests an overview of our investing program and the results achieved.

The responsibility for both the accuracy of the data, and the completencss and fwimess ol the reporn rests
with the stall of the Board. To the best of our knowledge and judgement, this repori represents an
accurate presentation, in all material respects, of the financial and actuarial status of the program.

The report shows that the Educational Retirement Fund had another year of outstanding investment
retwns.  Our net assets approached 57.3 billion. The total retum on investments for the Fund was
12.458%, well above our benchmark retumn of §.66%. With an investment return in excess of our actuarial
assumod rate of 8%, the long-term funding picture of the plan continues to improve substantially. The
unfunded linbility is $624.8 million, a reduction of $358.3 million from FY 1999, while the funding
period now stands at 8.2 years, The financial and sctuanal statistics comply with all national standards
for public pension plans.

The linancial soundness of the ERA’s retirement plan is very important as over 80,000 New Mexicans
count on us for managing ong of their largest assets. The Board and StafT take this responsibility very

seriously. Our goals continue to be to ensure the long-term stability of the plan and provide the highest
level of service.

Sincerely,
Danny Joe Lyle
Director
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Introduction

Educational Retirement Board

BOARD OF TRUSTEES: The management of
the Educational Retirement Board (ERB) is
vested in a board of seven members. The Board
stunds in a fiduciary relationship to the members
covered under the Educational Retirement Act
(ERA). Administrative management of the fund is
vested in & Direcior who is appointed by the
Board of Trustees. The Board contracts with an
actunry and uses legal counsel provided by the
Attomey General's Office, contract counsel and
tn-house counsel, Benelits are financed by em-
ployee and employer contributions and invesi-
maent eamings. Boasd meetings are held bi-
maonthhy,

INVESTMENT COMMITTEE: The role of
the lnvestment Committee is to establish and
recommend policy to the Board in matiers
relating to the investments of the system. The
Investment Commitice is composed of the
Diirector and three members of the Board ap-
pointed by the chairperson. The Investment
Committes holds bimonthly meetings.

EXECUTIVE OFFICE: The executive oflice is
résponsible lor the overall management of the
retirement system lo achieve the primary objec-
tives as established by the Board of Trustecs.

The Director is responsible for adminisienng the
Educational Retirernent Act. Additionally, the
Director certifies expenditures of the fund.

The Deputy Director provides administrative and
munagenal assistance in the overall manageméent
of the ERB.

The Investment Division is responsible for the
investment activities of the retirement fand. The

ERB portfolio is partially managed in-house and
partially by contract managers.

The Legal Division is responsible for advising
the Board in all litigation matters and providing
counsel on a wide varicty of issues incloding the
interpretation of the ERA.

The Benelits Division provides professional
retirement counseling o members from the time
of enrollment through the process of retirement.
This division also administers the annuitant
payroll and refund of contributions.

The Accounting Division has the responsibility
for planming, organining, and directing a com-
plete accounting and financial reporting system
and ensuring appropriate accounting controls,

The Data Processing Division Is responsihle foe
planning and controlling all information sys-
tems’ activitics within the ERB. Additionally,
the division formulstes short-term and kong-
term technology plans.

1 Eehuomemd Aetirenor Soard of New Mess




ERB Staff Members

Eciramonl| Befirerrert Bod @l Paew Mesicn §



INTROPUCTION
Consulting and Professional Servuces

To assist the Board and administration in canying  The Medical Review Board is responsible for:
out its fiduciary duty regarding the prudent
investment of the fund's assets, the Board has Heviewing all disability examination
hired an actuarial firm and investment perfor- reports; and
mance measurement consoltant.

. ‘ Advising the ERB of the nature and
Tie actuarial firm chosen by the Board is respon- extont of the disability.

sible for:

Certifying the ndequacy of the contribu- e Office of the Attomey General
tion rate used by the System; provides legal counsel 1o the ERB.

Measuring and reporting the asscts and The firm of Iee, Miller, Donadio & Ryan
linbility of the Systen; and provides legal tax counsel.

Reviewing and analyzing trends in the An independent Certified Public Accountant
System’s contributions. conducts the financial audit of the ERB,

The performance measurement consultant  cho-
sen by the Board is responsible for advising the
Board regarding:

Behaviour of fixed income and equity
markets.

Retums earned on the Fund relative 1o
both its policy benchmark and a peer
group of public pension funds

Performance of cach of the Fund's invest-
ment managers relative 1o both thear
benchmarks and peers,

Analysis of investment style, risk and
return of the Fund's investment managers.

To assist the Boand in carmying oul s duty
regarding disability benefits, the Board has
engaged the services of three physicians as the
Medical Review Board,
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Plan Summary

Membership

The New Mexico Educational Retirement Board At June 30, 2000, there were 60,090 members
(ERB) is the administrator of a multi-employer covered under the ERA by 129 actively contrib-
retirement fund. The Educational Retirement uling employers.

Act (ERA) is governed by the provisions in

Section 22-11-1 through 52, NMSA, 1978. The

plan is a qualified, defined benefit retirement #9 Public School Districts 41,744
plan, and is a governmental plan.

Membership in the FRA & a condition of em-

15 CollegesUmiversitics 16,020

ployment in New Mexico schools covered by the s Special Schools 1.964
Act. This includes all employees of public

schools, niversitics, junior colleges, technical 10 State Agencics 362
vocational institutions, state special schools, and

state agencies providing an educational program. Total 60,090

Facully and professionals ensployed with one of
the two or four-yéar mstilutions of higher educa-
tion may chect to participate in the defined benefit
plan or an alternative retirement plan (ARP)
administered by the ERB. This election must be
minde within ninety days of employment and is
imevocable.
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Participating Employers

June 30, 2000
PUBLIC SCHOOLS: COLLEGES & UNIVERSITIES:
Alamogoedo Lake Arthur Albuguerque TVI
Albuquerque Las Cruces C]m-'ﬂ- Community Col I:Pt
Anirnas Las Viegas City Eastern New Mexico Universily
Artesia Logan Eastern New Mexico Univ., meull
Aziec Lordsburg Luna Area Vocational School
Helen Los Alamos Mesa Technical Colle
Bemalillo Los Lunas New Mexico Highlands Lilmveriii
Bloomfickd Lm'mg New Mexico Inmimlu of Mining
Capitan Technology
Carlsbad Mlgd New Mexico Junior College
Carrizoze nxw:ll New Mexico State University
Central Consolidated Melrose Northern NM Community College
Chama Valley Mesa Vista Consolidated San Juan College
Clmaron Mora Independent Santa Fe Community College
Clayton Maoriarty of New Mexico
Clouderoft Mosqueno Western Mew Mexico University
Clovis Mountainair
Cobre Consolidnted Pecos In ndent
Coronn Pennsco b ndent SPECIAL SCHOOLS:
Cuba Pojoaque Val New Mexico Boys Schoal
Deming Portales New Mexico Institwte
E‘ et muﬁupmdem m m g ﬂ?‘mm r}lluhmud
xter esla ¥
&{: E:I:i Youth Dingnostic Center
e rve Independent
E:I:n oln &h ni AGENCIES:
an oswell Independent STATE

Estancia Roy Children, Youth & Families
Eunice Rutdoso NM Educational Retirement Board
Farmington San Jon NM of Comections

Sanm Fe NM Dept. of Health & Environment
Fort Sumner Santa Rosa Comnsolidated  NM Dept. of Education
Gadsen Independent Silver Consolidated NM Activitics Association
Gallup Me y County Socormo Consolidated NM Dept. Viocational Rehabilitation
Grady %ﬂ!wl High Plains Regional Coc
Grants-Cibola M08 Region 1 X RD Cooperative
Hagerman Tatum Central Regional Cooperative
= A Truth o

or Consoquences

Hondo Valley Tucumcari
Howse Tularosa
Jal Vaunghn
Jemez Mountain Wagon Mound
Jemez Valley ml Las Vegas
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Plan Symmary -
Growth of Retired Participants i
Year Ending All Retirees n
__June 30 Number Avernge Monthly Benefit m
(1) (2 (3) m
1982 1,567 $ 393
1984 8,462 430 m
1986 10,004 512
| 988 11,375 663 |
1990 12,741 767
1992 14,107 816 &l
1993 15,001 890 #
1994 15,814 933
1995 16,593 973 ]
1996 17,381 1,011 -
1997 18,317 1,055
1998 19,244 1,104 ]
1999 20,109 1,139
2000 21,186 1,280 L]
[ ]
[ ]
[ ]
, ; [ |
History of Contribution Rates
Fiscal Year [ ]
Beginning Employee Employer Total m
July 1 Rate Rate Rate
(1) (2) (3) (4) ]
1982 6,80% 6.80% 13.60%
1984 7.60 7.60 15.20 Lo
1986 7,60 7.60 15.20 ®
1988 7,60 1.60 15.20
1990 7,60 7.60 15.20 i)
1992 7.60 7.60 15.20
1993 7.60 8.65 16.25 4]
1994 7.60 B.65 16.25 -
1995 7.60 8,65 16.25
1996 7.60 8.65 1625 i
1997 7.60 8.65 16.25
1998 7.60 8,65 16.25 &
1999 7,60 8.65 16.25 m
2000 7.60 8.65 16.28
]
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Summary of Plan Provisions

Effective Date: July 1, 1967.

Plan Year: Twelve-month period ending
June 30th,

Administration: The Educational
Retirement Board is responsible for adminis-
tration of the System and investment of
System pssels.

Type of Plan: The System is a qualified,
defined benefit, governmental retirement
plan, For govermment accounting purposes,
it is n cost-sharing multiple-employer public
employee retirement system..

Eligibility: All reachers, nurses and
administrators employed by public schools in
New Mexico, including public colleges and
universities, participate in the System. These
are the “regular members”, and their
participation is a condition of employment.
However, se¢ the section on the Allernative
Retirement Plan below for exceptions,
Generally, other employees of these schools
are also required to participate, although such
employees who have been employed
continuously since June 30, 1971 may exempl
themselves from membership. Certain other
employees of varous state schools and
agencics also participate.

Member Contribwilons: All active
members contribute 7.6% of their camings.
Substantially all eamings are included for this
purpose.  Employee contributions are “picked
up” by the local employer for fedeml income
Inx treatment.

Employer Contributions: The school
district or other local sdministrative unit
which employs a member contributes 8.65%
of the member's camnings. In addition, state
universities contribute 3% of the camnings of

non-members who are participating in the
Alernative Retirement Plan.

Service: Employees receive credit for
each calendar quarter in which they are
contribuling members. Credil is also
granted for service pnor to the System’s
effective date, and certain military service,
Credit may also be purchased for some
out-of-stale service under ceriain
circumstances,

. Final Average Salary (FAS): The

average of the member's camings for the
last five consecutive years, or such other
five consecutive year period that gives the
largest average is used lo compule the
FAS. Monthly benefits are based on one-
twelfth of this amount,

10, Normal Retirement

a. Elgibility: A member may retire
using the Normal Retirement Option
on the earlicst of (i) the date hefshe
attains age 65 with credit for 5 years of
service, of (ii) the date the member
completes 25 years of service, or (i)
the date that the sum of the member’s
age and service is at least 75, provided
the member is at least age 60,

b. Monthly Benefii: FAS x 235% x
years of service.

¢. Payment Form: Benefits are paid as a
maonthly life annuity, with a guaranice
that il the payments made do not
exceed the member's accumulated
contributions with interest, determined
as of the date of retirement, the balance
will be paid in a lomp-sum o the
member's beneficiary, Optional forms
of payment are available; see below.

ol PBetrgmmnt Boeed of Mew Messen (5
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@ Plan Symmar Y =2
11. Early Retirement; ¢. Payment Form: The disability benefil ]
commences immediately upon the
a. Eligibility: A member may take early member s retirement. Disability benefits []
retirement once the sum of hisher age arc payable as a monthly life annuity, with
and service equals or exceeds 75. a guaramiee that if the payments made do ]
not exceed the sum of the member's m
b. Maonthly Benefit: The member’s FAS x accumulated coniributions with interest as
2.35% x years of service multiplied by the of the date of retirerment, the balance will [ ]
enrly retirement factor below. be pald in a lnmp-sum o the member's
beneficiary. If the disabled member i
¢. Early Retirement Factor; survives lo age 60, the regular optional w
forms of payment are available.
Age ol Retirement Factor [1)]
13. Vested Termination Benefit
60 or later 1.000 ul
59 976 a. Eligibility: A member with at least § Wl
58 952 years of service who does not withdraw
57 928 his’her contnbutions from the fund is =]
56 S04 cligible for a vested termination benefit.
55 880 b
54 B08 b. Monihly Benefit: FAS x 2.35% x years 7
53 T35 of service. Both FAS and service are
52 664 determined at the time the member leaves %]
51 592 active employment.
50 520 M
449 A48 ¢. Payment Form: Benefits commengce &
48 376 when the participant attains hisher
47 304 normal retirement age. Optionally, ]
46 232 benefits may commence at the early
45 160 retirement age applying the same i
reduction fictors as are used for regular B
d. Payment Form: Same as for Normal carly retirement The form of payment is
Retwrement above. the same as for Normal Retirement &
above.
12. Disability Retirement .
14. Withdrawal (Refund) Benelit u
a. Eligibility: A member is eligible
provided (i) he/she has credit for at least a. Eligibility: All members leaving covered [ ]
10 years of service, and (r) the disabilaty employment with less than 5 years of
is approved by the Board, service for a resgon other than the I\
member's death are eligible for a refund m
b. Monthly Benefit: FAS x 2% x years of of their coninbutions. Also, members
service, but not less than the smaller of (i) eligible for other benefits may withdraw ]
one-third of FAS, or (ii) 2% of FAS times their contributions in licu of the regulm
years of service projected to age 60. benefits due, o]
[
f Bl Petes [ T== Bl ™ .
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b. Benelit: The member who elects 1o
withdraw receives a lump-sum payment
of hisher employee contributions, phas
nterest compuled at @ rale equal to 75%

ol the five-year average retum for the
trust fuand,

15. Death in Service

Benefit: Upon the death of an active
member, the beneficiary may receive a
refund of the member's coniributions,
phis interest based npon the yield for the
trust fund during the preceding year.
Allernatively, if the member has five or
more years of service, the beneficiary may
elect to recerve an anuity determined us
though the member had retired, elected
option B below, and then died. I the
member is not cligible for early or normal
retirement, this benelit may still be
elected, with payments deferred until the
member would have been eligible for
retirement.

16, Optional Forms of Payment; There are

optional forms of payment available on an
actuarially equivalent basis, as follows:

a Option B - A Joint and 100% Survivor
anmuity with a “pop-up” festure. The
regular life retirement benefit s reduced
o provide a Joimt and 100% Survivor
beaefit, Le., a benefit payable as long as
cither the member or his beneficiary shall
live. However, if the beneficiary
prodeceaics the member, then the
member’s benefit amount reverts back to
the regular life annuity amount.

bh. Option C - A Joint and 50% Survivor

annuity with a pop-up feature, The
benefit is reduced o provide a Joint and
50% survivor benefit, L.e., n benefil
payable as long as both the member and
the beneficlary are alive, reducing to 30%
of this amount upon the member's

17.

e Vian Sownary (]

death, if the beneficiary is still living. If
the beneficiary predeceases the member,
the benefit reverts to the regular Hife
anmuity amount.

Cost-ofdiving Increase: All retired members
and beneficiaries receiving benefits receive an
automatic adjustment in their besefit each July,
beginning in the year they attain age 65. The
adjustiment is equal 1 one-half the change in
the cost of living, except that the adjustment
shall not exceed four percent, nor be less than
two percent. Members retired prior to July 1,
1984, are also entilled to an increase of the
lesserof 2% or the increase in the cost of living
foor years prior to the attainment ol 65, Members
on disability are entitled 1o an adjustment
commencing on July | of the thied full year
following disability retirement.

Alternative Retircment Plan (ARP):
Beginning July 1, 1991, new faculty members
employed by state universities could elect
participation in the ARP defined contribution
plan rather than in the regular ERA defined
benefits plan. 11 this election is not made, the
employee remains a member of this Sysiem
permanently. No benefits are paid 1o ARP
members from ERB.  Also see the section on
Employer Contributions above

bt e By it P of Rewy Meao F



FLAN SUMMARY
Membership Data
dume M, 2000 —_dune 3, 1999
i (F ]
I.  Active members

n,  MNumber 0L R SE.515
b, Totsl payroll supglied by Systom $ 1,795,715,200 § 1,637,4%0,500
¢ Avempe salary £ 29,884 5 27.9%
d. Avermge age (TR 4.1
£ Avemapgr sorvice LR | w2

2 Vested inactive members (exchuling pending refunds)

g, Number 4 450 4,150
b.  Totel sonual deferved bensfit § I3 080934 $ 201,503,387
£ Averge amwmsl defermod beeeii £ 5380 5 5.0a2

1 Nemvestod insctive mesbers ani vesbed pending refumids

2. Number 12074 1ome

b Employor assessments with interost due $ 31165533 § 26, 7RE 86N

€ Average refund due 5 251 § 240
4. Service refirees

A, Number 19.027 LR

b Totsl anmeal beneliis § 202449484 § I57. 7190429

e Avernge annoal benglil 5 153m0 £ 14286
5. Disabled retivees

B, Number b2 553

b.  Total anmual benefin § 1,991.592 3 ).5BB.R84

€ Average annual beneofit 5 7008 § 6490
6 Beseficiaries

n.  Number L.597 1311

b, Total annual benefits 1 15797882 $ 13.577.03

€ Aversge ancusl benefis § 9592 $ 1985
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Finanecial

Independent Auditors’ Report

{Report on complisnce and on leternal control over Rinancial reponing based on an Awdit of
Financial Statementa porformed in accordance with Government Auditing Sundords,)

Domingo Martines, CGFM

State Awdhtor, and

Members of the Educatwonal Retiremont Boasd
Sanin Fe, New Mexico

We have sudited the Statement of Plan Net Assets und the Sustement of Changes in Plan Net Asscts of the Stste of MNew
Mexico Educational Retirerment Bonrd (the Board), 28 of and for the yeur ended June 10, 2000 snd June 30, 1999, These
finamcial statements are she responsibility of the State of New Mexico Educational Retiremem Boand's management, Our
responsibility be to express an opinion on these financial datements based on our sudit

We condcted our audis in accordance with generally accepled auditing standands and Govermment Awaliting Shundendy,
issued by the Compiroller Genernl of the United States. Those standards reguire sthat we plan and petform the audit wo
obtain resscsahls assurance sbout whether the financial ststements are free of matenial misstatement.  An asdit lncludes
cvsmming, o0 o kest basis, cvidence supporting the amounts and disclosuses in the financial statements.  An audil also
ieclodes msesing the accounting principles used and significant cstimates made by maragement, as well a3 evalusting
the overall financial tsioment presenlstions.  We believe that our sudit provides 2 sasonable basis for our opinkon.

In our epinion, the financial stements refomed 1o above peesent Tairly, in all matcrial eespects, the financial position of
the State of New Menko Educational Retisement Bosed a8 of June 30, 2000, and Jane 30, 1999, snd the reslly of its
operations for the years then endod in conformity with penerally acceplod scoounting principles.

The Schedules of Funding Progress and Employer Contribations on pages 23-24 we nol & required part of the hasic
financial stataiments but are supplemettary information roquired by the Governmental Accownting Standands Board, We
have applied certaln limited procedures, which conaisted principally of inguiries of management regarding the methods of
meissrement and presentation of the supplementary information, However, we dad not audil the information and express

fo opinkan on W0

In sccordece with Governmental duditing Stumdands, we have also issued a repont daled December B, 2000 on o
conmideration of ihe Moand's intemnal contral siractune over nancial reporiing sed our tests of jis complisnce wiih certain
provision af lews, regulalions and contracts. That seport b4 an integral part of an sudit performed o sccondance with
Govrnmens! dudiing Stondonds and should be rexl in conjunciica wigh this ropont in considerning the resulis of our mudic

Our pudit was made for the purpose of forming am cpinion on the finencis! sstements tshon 33 3 whole. The sccompanying
financial informatian listed a5 “Other Supplementary Infirmstion™ in e mble of contents s presonted for purposss of
adihitsonal unalysis and w oot 8 required part of the Tinancial stateenents of e State of New Mexico Fducational Retirensent
Board. Such information lss been subjected 1o the sditing procodures applied in the sudit of the finsncisl statements
nfid. i our epinion, is feidy presented in oll waterial respocts in istion 1o the finnncial stniements sken At a whale.

ZW,LM t WJQ("

Zomick, Laws & Sandmal, PC.
Centificd Public Accountants

December B, 2000
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] Financial
il Statement of Plan Net Assets
] June 30, 2000 and 1999
il ] 159%
. Adsgls
a2 Cash sod short-term investments _TSI0340 29922479
B Total cash M.510.540 _1084N
. Reconvalles (Note 4)
Oiher 8,042 20274
i Contributions JEEIE 0 37,003,491
Investment sales procoeds- brokers LLELER, . 26,499,273
. Interest and dovidends _JLOG) 568 _3L0E9.HRO
Total recemvables _IORZRT.04E 95102931
. Investments, & fair value (Note 5)
. LLS. Treasery Securities 631383 22K E21.059.8%]
LS. Govemmenl Agenches 172,971,188 799,484,054
M Domestie corporate boouls SOR, 086,475 76684577
Domestic sock 3.670,507,250 11 TE 158,049
i Commingled Mid-cap mock M550 300.411,8467
Commingled Intermational stocks 1.070,564,740 T3 271,005
i lnvested securities lending collaternl 614244316 _TI1.609 545
m Total mvesmnenis — RA7NT28 _LMQANL0NE
m Properiies, ol oosl, net of sccumulated deprecistion
of $1,156,073 and $1.005.816 respectively (Note &) JIE3TS ... T
o Total nsscts 3 K226 40 588 § 7.536,906.086
o Liabilities
Vouchers payable 152 1,145
= Accounts payahle 1412327 §r2on?
Accroad payroll and emplovee benefits .57 §9,130
. Accnad compensated absenoes (Roiz K) .- T 19,597
Due 10 other stale agencies (Noie 7) 2B.1186 106043
E Refunds payable { Note 9) 3559300 1.B36, 769
Imvestment parchases pavable - brokerns 63826401 11,033,292
® Fundi held for cthers (Note 1LE) 91912 185366
Securites knding collstenal LIER_ZRI 17,600,543
] Toal linbilities aR8.33L970 L T9%S13 80
= Net assats beid in trust for pension benefits
= (A schedule of funding progress for the plan
is prescnted on page 513 $ 7540173918 § 6,740,382.211
]
]
=
P The aceonipanying nodes are an integral pan of these linancinl stalemants.
- it el ol Pliig T s
L]



Financlal

Statement of Changes in Plan Net Assets

For the Years Ended June 30, 2000 and 1999

ADDITIONS
Comribations
Enployer
Mk
el contibutems

lovestment_incoms
Frown imvesting aciivities
Net appreciation (depreciation) in
fnir walue of mvestments {Nole 5)
Interest moome
Dividkend income

Tolal investing sctivily |ncome
Inwvestment activity expefines:

Investment advitor Fees

Cimtody foes

Total mvesiment activity eapemes

MNet income from imvediment sclivities

Froar secwritice Lemiing acbivinle
Securnilics lending income
Securitics lending expeniaca:
Boorower rebakes
Agent fees
Total secanties lending expenses

Mot income Eram securities lendlng activitics
Total net investiest incomi

Miscclaneous Incomg
Penalties

Interest on restonigion of service
[tk

Totsl nddihmos

DEDHCTHNSS

Relunds 10 terminated members
Interesi on reflnds
Administrative expenses

Age and service benefit payments
Disability benetll paymients

Total deducilon

Mel increase
Net mascts beld i troat for pension benefin
Peginning of year
Esadl ol yiom

The scoompanying notes nre an imagral pan of these financial sstcments
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153260307
139.179.503
202 419 820

674,470,253
1449 884,903
_LAS.658
A56.100.814

15,012,53%)
L158419
AS.150.952)
LEIRTA T

41,684,710

(XE.K36,435)
L440,343)

L19.276,778)
240798

RE3,377,794

18,764
3,440,082
M ¢ A7 |

—L.149.302 037

24,398,578
10,554 653
2543911
107,319 262
4484304

4931033

799,791,707

_ G032 211
$ 1540173918

L. ]

145,521,527
130,644,357
276, 146,054

458,256,704
199,714,
ARSI E9Y

(21,304,798)
_ 1 SYLE36)
131830 AM)
LA80R212
686,772,191

10,650
2,682,324
—Jono%

963,787,651

125400009
7406587
2.668,293

270,871,049
- 56482

M7, 436,950
BA8, 350,701
6.082.051,510

§ 6740382211
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Motes to Financial Statements
June 30, 2000 and June 30, 1999

Summary of Significant Accounting Policies: B, Basis of Accounting

The financial statements of the Educational (1) The Board’s financial statements are

Retirement Board have been prepared in confor-
mity with generally accepted accounting pein-
ciples as applicable to povernment units, The
Ciovernmental Accounting Standards Board
{GASB) is the accepted standard-setting body for
establishing governmental accounting and lnan-
cial reporting principles. The more significant of
the Fund's accounting policies are described
below:

A. Fund Accounting

All operations of the Educational Retirement
Board of New Mexico are acoounted for as a
Pension Trust which is used 1o account for as
sets held by the Board in a trustee capacity
for individuals, other governmenis and/or
other funds, The following Pension Trust
Fund is administered by the Educational
Retirement Boand:

Educational Employees’ Retirement Fund - A
pension trust fund established 1o account for
transactions for the benefit of educational em
ployees who are members of the system. Con
tributions, investment income, benefit pay
ments and adminidrative expenses relating to
this pension trust are accounted for on a
capital mainienance measurement focus,

The Educational Retirement Act (ERA) does
not specifically reguinre segregation of assets
in order o maintain scpamic accounting. The
Board uses one pension trust fusd in the
imterestof efficient and cconomical financial
adminmtration consistend with legal
specifications (i.e., separate accounting
controls) and operational requirements.

prepared using the sccrunl bosis of
sccounting. Employer and member
contributions are recognized as revenues
in the period in which the member's
services are performed. Benelits and
vefunds are recognieed when due anid
payable in accordance with the terms of
the plan.

(2) Contributions - As » condition of

participation in the fund, both employees
and employers are requined to contribute
7.60 and £.63 percent of salanes and
wapes respectively. These obligations o
contribute are established by State Statue
Section 22-11-21-NMSA 197K,

Per the Educational Retirement Act,
contribution requirements of the plan
arc cstablished and may be amended by
the Educational Retirement Board.

{3} Administrative costs of the Educational

Retirernent Beard are financed through
mvestment camings.
Budgets and Budgetary Accounting

The Board follows these procedures in
establishing the budgetary data:

(1) By August 30, the Board prepares a

budget appropnation request 1o be
presented to the next Legislature. The
operating budget request includes
proposed expenditures and the means of
fimancing them,

By < MNea Hesen
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(2) The appropristion request is submiited to
the Department of Finance and
Administration (DFA) and 10 the
Legmslative Finance Committee (LFC).

(3) DFA makes recommendations and
adjustments o the appropriation request
which becomes the Governor's proposal
to the Legislsture,

{4) The LFC holds hearings on the
appropriation request. Recommendations
and adjustments are made belore

presenting it to the Legislature.

(5) Both DFA and LFC's recommended
appropriation proposals are presented 1o
the Legslature for approval of the final
budgel.

(6) Budgetary contml is exercised &t the
appropriation unit level and changes are
approved by DFA.

Formal budpgetary integration is used as a
management control device by the
Educational Employecs Retirement Fond.

Only administrative expenses and a small
portion of interest income is budgeted while
significant revenues and non-administrative
expenses are not. The budget is prepared on
a non-GAAP basis which recognizes
encumbrances and capital expenditures as
cumrent expenditures, excludes depreciation
expense and recognizes revenue when cash is
recorved. Budgetary comparisons presented
for the Educational Employees’ Retirement
Fund are on this non-GAAP budgetary basis.

Appropriations and Budgel Adjustments
Appropriations; Appropriations for the fund

lapse at year end except for those amounts
which represent valid encumbrances.

Budget Adjustiments: The budget was
amended during the fiscal year. All budget
adjustments wene made in accordance with
sviate lows and regulations,

Investments

Investments arc reported ot fair-value, Shont-
term investments are reported at cost, which
approximates fair value. Overnight
tnvestments with the State Treasurer and the
Short-term Investment Fund (STIF) st
Banker's Trust have been reported as cash
equivalents on the accompanying Stilement
of Plan Net Asscts. The fair value of
investments is determined by Banker's Trust
through their pricing sources including
Merrill Lynch {Domestic Fixed Income
Sccunities); Interactive Data Corporation
{Domestic Equities); and EXTEL
{Commungled Funds).

- Properly and Equipment and Investment

in Building

Property and equipment represents the cost
of assets, net of accumulated depreciation,
used for the administration of the Pension
Trust Fund. Investment in building
represents cosl of assels, net of accumulated
depreciation, msociated with the ownership
and operation of the Educational Retirement
Board administration building. All additions
are capitalized af cost as of the date of
scquisition and deprecintion is calculated ona
straight line basis over the asset’s cstimated
useful life regardless of salvage value.

Estimated usefil lives are as follows:

Building 25 years
Fumiture, Fixtures & Equipment 10 years
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E. Funds Held for Others

Payments from members pursuant to
agreements (o purchase service credil are
recorded ns funds held for others. Upon
receipt of all payments necessary to complete
the agrecment, the funds held are transferred
to the member's contribution account
{appropriate contribution reserves) and
McOme accounts.

F. Other Information-Reconcilintion to DIFA
Records

DFA maintains certain records in order 1o
exercise Mnancial contral over many state
agencies, including the ERB. DFA's records
are maintaincd substantially on a cash basis.
The Educational Retirement Board reconciles
its records monthly to DFA"s,

Cash Depaosits

The Board 1s required by statute to remit any money
received for or on behall of the fund into the

State Treasury. Excess moncy mamtained st the
end of the day is pooled and invested by the State
Treasurer in repurchase agreements. All repurchase
agreemenits are collateralized by the U.S. Treasury
Securities held by the New Mexico Stale
Treasurer’s Custodian bank. In addition w the
overnight investment at the State Treasury, the
Educational Retirement Board in June, 2000 began
mnvesting in a Bankers Trust short term investment
fund (STIF). the “Banker’s Trust Pyramid
Government Securities Cash Fund™. The
investment objective of the STIF is to seck a high
level of curment income consistent with liquidity and
the preservation of capital through investment in a
diversified portfolio of short-term obligations (ssued
or guaraniead by the U_S. Government, its agencies
or instrumentalities, and repurchase agreements of
the same. The STIF is used o facilitate more
efficient investment trade procedures with the
Board's external money managers. Net cash

balances in the internal and external investment
manager's portfolios are swept into the STIF at
the end of each day. Overnight investments of
S7R,230,466 and $80,605,000 for 2000 and 1999
respectively, are considered cash equivalents and
are reported as part of cash balance in the Statement
of Plan Net Assets,

Recelvables

The receivables presented on the balance sheet are
considered collectible, and are current.

Investments

The Fducational Retiremient Board of New Mexico
is authorieed by statute to invest the assets of the
Plan in the following:

A. Rills, bonds or notes of the United States,

United States government-sponsored
enterprises of fedem| agency securties;

B. Obligations, including but not limited to bills,
bonds and notes of governments other than the
United States or their political subdivisions,
agencics of instrumentalities, and these may be
denominated in foreign currencies;

C. Bonds, notes or obligations of a municipality
or political subdivision of the state which were
issued pursuant to law; provided the issuer has
not withia ten years prior o making the
investment, been in defauli for mose than three
months in the payment of any pan of the
principal or inferest on any debt evidenced by
its bonds, notes or obligations; and provided
the bonds are city or county utility, or wtility-
district revenue bonds with the revenues of such
utility, other than for payment of operation and
maintenance expenses, pledged wholly w
payment of the interest on and the principal on
such indebtedness, and the wtility project has
been completely self-supporting for a peniod of
five years preceding the date of the investment,
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D. Contracts for the present purchase and resale

ol a specified time in ihe future, nol o exceed
oneyeat, of specific securitics nt specified prices
al a pnce differental representing the intensst
income to be eamed by the board. No such
contract shall be entered into unless the contract
is fully secured by obligations of the United
States, or other securities backed by the United
States, having a market value of at least one
hundred two percent of the amount of the
cantract. The collateral required in this section
shall be delivered to the state fiscal agent or his
designee contemporancously with the wansfer
of funds or delivery of the securities, at the
garliest time industry practice permits, but in
all cases settlornent ahall be on a same-day basis.
No such contract shall be entered into unless
the contracting hank, brokerage firm or
recognized instiltional investor has a net worth
in exoess of five hundred million dollars
(500,000,000},

Obligations, inclading but not limited to bonds,
notes or commercial paper of any compomtion
organtzed within the Linited States; prefemed
stock or common stock of any corporation
organized within the United States whose
securitics are listed on at least one national stock
exchange or on the N.A.S.D. national market
or American depositary receipts of any
corporation organized outside the United States
whose securities are listed on al least one
national stock exchange or on the N.AS.D,
national market; provided that the corporation
shall have a minimum net worth of twenty-five
million dollars {$25,000,000); and provided that
the fund shall not at any one time own more
than ten percent of the voting stock of a
COmPany:

Prime bankers' acceptances issued by money
center banks,

Obligations, including but not limited to bonds,
notes or commercial paper of any corporation
organized outside of the United States, and

i &l Mive Mis=1eti
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these may be denominated in foreign currencies,
preferred stock or common stock of any
corporation onganized outside of the United
States whose secunitics are listed on at least
one national or foreign stock exchange, and
these may be denominated in foreign currencics,
provided that the corporation shall have a
minimum net worth of twenty-five million
dollars ($25,000,000); and provided that the
fund shall not st any one time own more than
ten percent of the voting stock of the company.

. Currency wansactions, imcluding spot or cash

basis currency ransactions; forward currency
contracts and buying or selling oplions or
futures on foreign cumencies, but only for the
purposes of hedging foreign currency risk and
not for speculation;

. Stocks or shares of a diversified investment

company registered under the Investment
Company Act of 1940, as amended, which

invests primarily in United States or non-United
States fixed income securities, equity secantics
or short-term debt instruments purssant to
Paragraphs (A ), (B), (D), (E) and (G} above
provided that the investment company has total
asscts under management of at least one
hundred million dollars (S 100,000,000);
individual, common or collective trust funds of
banks or trust companies, which invest primanly
in United States or non-United Siates fixed
meome securities, equity securities ar short-
term debl instraments purseant to Paragraphs
(A, (B), (D), (E} and {G) above, provided thal
the investment manager has assets under

of at least one hundred million
dollars ($100,000,000); the Board may allow
reasonable administrative and investment
cxpermes o be paid directly from the incomse
or assets of these mvestments; or

. Industnial revenoe bonds issued pursuant 1o the

Industrial Revenue Bond Act [3-32-1 through
3.32-16 NMSA 1978], where both the principal
ond interest of the bonds are fully and




uncondilionally guaranteed within the United
States and which has net asscts of at leas!
twenty-five million dollars (§25,000,000) and
has isswed secunities traded on one or more
mational stock exchanges and where the senior
securities of the gusrantecing corporation
would have the equivalent of BAA rating.

The Board or its designated agent may enter
into contracts for the lemporary exchange of
securities for the use by broker-dealers, banks
or other recognized institntional investors, for
periods not 1o exceed one year, for a specified
fee or consideration. No such coniract shall be
eniered into unless the contract is fully secured
by a collateralized, irrevocable letter of eredit
running to the board, cash or equivalemt
collateral of at least one hundred two percent
of the market value of the securities plus
accrued interest temporanly exchanged. This
collateral shall be delivered to the state fiscal
agent of its designes contemporancousty with
the transfer of funds ordelivery of the securities.
Such contract may authorize the Booard o invest
cash collateral in instruments or securitics that
are authonized fund investments and may
muthorize payment of a fee from the fund or
from mcome generated by the invesiment of
cash collateral to the borrower of securitics
providing cash as collateral. The Board may

Financial

apportion income derived from the investment
of cash collateral 1o pay its agent in secuntics
lending transactions. Securities lending is
further disclosed below.

.. The Board"s investments are categorized 1o give

an indication of the level of risk assumed by
the entity at year end. Category | includes
investments that are insered or regisicred or
for which the securities are held by the Board
or its agent in the Roard’s name. Category 2
includes uninsured and unregistered investments
for which the securities are hield by the counler
party’s trust department or agent in the Board's
name. Category 3 incledes uninsured and
unregistered investments for which the
securities nre held by the counter party, or by
its trust department or agent bt not in the
Board's name. Except for the commingled
funds, all of the Board's investments are
classified as Category 1. The commingled funds
are not categorized because they are not
evidenced by secunities that exist in physical
stock or book entry form, but rather as a share
of the total fund.

The investments of the trust fund before
secunities lending ransactions and the
investments of the cash collateral was as
shown below,

Classifiable Investments

Description

US. Government & Agency Socumitics
Domestic Corporate Bomds
Domestic Stk
Comminghed Mid cap Stock
Commingled International Stocks

2000 1999
JEnir Yalug Fair Value
$1,425,524,416 $1.620,543,94%

HORO86 4TS 766,184,577
1,670,507, 240 1,178, 158,040
7,728,528 00,411,867

__ 107,564,740 _113213.00%

§7.411,408,409

%6,588,771,47)

Frer il Bouar ] of P Mheeirn
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Caleulation of the Net Increase in the Fair Value of Investments - Ageregate Method

The et increase in (i valae of inveshments. regponed in the Satemenl of Changes in Net Assets ot Juse M i computed

as follows:

Fair value ot year ond

Add: Proceeds of bmvestments sokl
in Curtent year

Less: Cost of Investments purchosed
in current year

Less: Fair value ul beginning of year
Change in fair value of investmoms

)

$TA22 D800

3,988, 510,010
(4,147,676,93)

(6388271411}
§ 674470253

— 7

56,505, 7T1.473
2,472 585,632
(2,600, 185 _34K)

(5970215000
488,256,724

The fallowing repeesenis the balances relating to the sscurities lending transactions s the financial stalement dase:

Damestic Siock

Doimesile

Masier Notes .
Commercial paper

Caiah Collatersl
Receival!
Undarlying Secuities Collateral
- Wiboo™
$412.885 980 421,167,817
193,769,702 194,097,201

S606,655,642 615,265,038

Cash Colluteral
Inveutmend
— Malog*

456,673,288
32,671,384

125397644
614,544,316

The cash collakral was adjusied after year end o meet the 102 peroent of market value requirensent.

Securifies 1

Lt fior cash cullatenal,
US Governmend & Agency
Securities
Domestic Corporate Fived-
Incomes Secunties
Manter Muotes .
Repurchase Agroements

* Reported ot fair value

§753,345 519

Cash Collaterul

Received
Underlying Secusities Collateral
_Spcunitegy — Yol
$TS1 45819 $1e9, 554,762
769,554,762

- ===

Cash Collateral
Inveilment
— Vet

610,671,545
100,000,000
—S0.938.000

171,609,545
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There were no significant violations of the
provisions of the statutes or the contmact durning
the period covered by this andit.

The Board, through its agents, Wall Street
Portfolio Advisors, generally loaned portions of
its U.S. Treasury Securities, equity securitics and
domestic corporate bonds 10 approved broker-
dealers in retun of 102 percent of the market or
fair value of the securities loaned. The collateral
for these securitics was generally cash, which
was reinvested in short-term money market
instruments having fixed coupons or floating rate
instruments. The Educational Retirement Board
does not have the ability to pledge or sell the
collateral without a borrower default. Wall
Street Portfolio Advisors has provided the Board
100 percent loss indemnification in the event of
borrower default.

The Educational Retirement Board generally
invests through its lending agent the cash
collateral that maches the maturities of the
securities loans, The maturitics of both

closely matched to avoid imerest rale exposure.
The weighted-average maturities for the loans
and invested collateral outstanding at year end
were as follows:
2000 1999
Loans outstanding I day 5days
Collateral reinvestment 29 days 19 days

In the event of any security reinvestment that
exceeds the maturity of the securitics loan, the
rate of interest is either o floating rate or a
variable rate instrument.

Pursuant to the 102 percemt of cash collateral
requirement, and the 100% Indemnification by the
securities lending agent, the Educational Retirement
Board has determined that it has no credit risk.

During the period in question, the Educational
Retirement Board experienced no losses in ils
securities lending program nor were there any
accumulated losses for prior periods.

Investmenis of the Educational Retirement Board

securities loans and collateral reinvestment are 8 0 June 30 are as follows:
Investment Diescription ___ 2000 1999
Investments - Category |
{Held by Boand's agent in Board's name)
LS. Government & Agency Securities $1,012,638,436 867,198,126
Domestic Corporate Bonds 908,086,475 766,384,577
Domestic Stock
Not on secunitics loan 3.476,737.548 3,178,158,049
On securities loan for sccuntics collateral - = _im
Subtotal 5,397.462.459 4.811,740,752
Investments - Not categonied
Commingled mid-cap stock 347,725,528 300,411,867
Commingled small-cap stock - -
Commingled Imemational stock 1.070,564,740 723,273,035
Investments held by broker-dealers under
securitics loans with cash collateral:

LS. Government and agency securities 412,885,980 753,345,819
Domestic Corporate Bonds - -
Doimestic Stock 193,769,702 -

Securities lending cash collateral investments _ 614944316 771,609,545
$8,037,352,725

§7,360,381,018
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Property and Equipment
Fixgd Assets
The net investment in Fixed Assets at June 30 is as follows:
Accumulated Book
2000 Cost D:nm:ilﬂm _Valug
Land & snprovements $ 250,047 250,047
Building & improvemenis 1,114,955 t.'rlf.L?SI] 604,203
Furniture & equipment 1,150,646 (645,321) 5,325
52,515,648 (1,156,073) 1,359,575
Accumulaed Book
1999 Cost Depreciation _ Valug
Land & improvements $ 250,047 - 250,047
Building & improvements 1,114,955 (465,966) 648,989
Fumiture & equipment L140.482 (339.850) __ 600,632
S2505.484  (1,005816) 499

Depreciation expense for 2000 was $198,004 and for 1999 was $186,192.

Due 1o OMher Agencies

This account represents the amount due to various

participating public employers for over remiltance
of employer’s contributions during the June 30,

2000 and June 30, 1999 reporting period.
Accruoed Compensaled Absences

Qualified employees are entitled o accunmulate
vacation leave acconding to a graduated leave

schedule of B0 1o 160 hours per year, depending
upon the length of service and employee's hire date,
A maximum of thiny working days (240 hours) of
such accumulated vacation leave may be carried
forward into the beginning of the calendar year and

Qualified employees are entitled 10 accumulate sick
leave at the rate of one day for each calendar
maonth of service. There is no limit 1o the smount
of sick leave that an employee may accumulate,
Once per fiscal year in cither January or July,
employees may elect to be paid for accrued sick
leave in excess of 600 hours, up to 720 hours, not
to exceed 120 hours at 50 percent of their current
hourly rate. Retiring employees may be paid for
accrued sick leave in excess of 600 hours, up to
1,000 howrs, not (0 exceed 400 hours at 30 percent
of their hourly rate. All sick leave balances from
600 to 720 hours have been recorded at 50 percent
of the employees hourly rate. Fnllmvmg are the

changes in compensated absences

any excess is forfeited, 2000 1599
Balances payable at

When employees terminate, they are compensated  peginning of year: $89.597 63.492

for accumulated unpaid vacation leave as of the |nereases in balances

duie of termination, up to a maximum of thirty days . 9,137 26,108

(240 hours). All balances up to 240 hours have mﬂﬁ .

been recorded at current pay rates as of June 30, ul end of year: $98,7M 89,597

2000 and June 30, 1999,

(- R Tl Al e TR Tl L ey ]
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Refunds Payable

Refunds payable represent amounts due to
terminated members who submitted a claim fora
refund on or before June 30.

Leawes

The Board leases mailing equipment and office
space under operating leases. Operating leases
do not give rise o property rights or lease
obligations, and thercfore, the results of the leaso
agreements are not rellected on the balance
sheet. The equipment lease is $143 a month pnd
runs through December 2004. The lease for
office space is $825 a month effective April 1,
2000 and expires August 31, 2001,

Leases are subject to future appropriation and are
cancelable by the Board ot the end of each fiscal
year. The following summanzcs the Board's

future minimum rental payments:

Fiscal year ended Junc 30 2000 1999
2000 . 10216
2001 11618 5920
2002 3,368 -
2003 1,718
2004 1.718 -
2005 e ___-

SI19.138 16145

Leéase expense was 38,959 for the year ended June
30, 2000 and $11,645 for the year ended June 30,
1999,

Six-Year Historical Trend Tnformation

Six-year historical trend information required by
GASB Statement No. 25 are designed to provide
mformation aboul the Board's progress made in
accumulating sufficient assets o pay benefits
whendue are presented in Stalements | and 2.

Retiremient Plan

The emplayees ol the Fducational Retirement
Board have an option to either participate in the
Educational Employees Retirement Plan ar the
Public Employees Retirement Plan of the State of
New Mexico, Some of the employees of the
Board have elected to participate in the Public
Employees Retirement Plan through the Public
Employees Retirement Act (PERA) of the State
of Mew Mexico,

Plan Description. The Public Employees
Retirement Associntion (PERA) 1s the
administrator of the plan, which is a cost-sharing
multiple-employer defined benefit retirement
plan. The plan provides for reticement, disability
benelits, survivor benefits and cost-of-living
adjustments to plan members and beneficiaries.
PERA issues a scparate, publicly available
financial report that includes financial statements
and required supplementary information. That
report may be obtained by writing to PERA, PO
Box 2123, Santa Fe, NM B7504-2123,

Funding Policy. (PERA) members are required
to contribute 7.42% of their gross salary. The
Edecational Retirement Board is required to
contribule 16.59% depending upon the division
of the gross covered salary. The coniribution
requirernents of plian members and the
Educational Retinement Board are established
under Chapter 10, Article |1, NMSA 1978, The
requirements may be amended by acts of the
legislature. The Educational Retireanem Board's
contributions 1o PERA for the years ending June
30, 2000, 1999, and 1998 were $259.881.
$241,746, and $225,467, respectively, equal 1o
the amount of the required contributions for cach
year,

Funding Pelicy. (Educational Retirement
Board) plan members are reguired to contribute
7.6% of their gross salary. The Educational
Retirement Board is mequired to contribuie
8.65% of the gross covered salary, The

Erhicmraul Rurperrand Doarn) ol My [Feacd il
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contribution requirements of plan members and
the Educatonal Retirement Boand are established
in Chapter 22, Article 11 NMSA 1978, The
requirements may be amended by acts of the
kegislature. The Educational Retirement Board's
contributsons o ERA for the years ending June
30, 2000, 1999, and 1998 were 546,560, $44,641
and 334,697 respectively, equal 1o the amount of
the required contributions for each year

Deferred Compensation Plan

The State of New Mexico offers employees of
the stale, local povernment and school districts a
deferred compensation plan cremted in
acconlance with Intemal Revenue Service Code
Section 457, The plan is available to all Stalc
employces and those local govermnents and
school distnict employees whose employers have
elected participation in the plan permitting
participants to defer a portion nl'llwkuh.rr uniil
future years. The deferred compensation is not
available to employees until termination,
retirement, death or unforesecable emengency.

Meither the Educatonal Retirement Board nor
the State of New Mexico makes any
contribotions to the Plan. Al contributions
withheld from the participants by the Educational
Retirement Board have been paid to the New
Mexico Public Employecs Retirement

All amounts of compensation deferred under the
plan, all property and rights purchased with those
amounts and all income attributable to those
amounts, propeny or rights ane (until pad or
made available 1o the employee or other
beneficiary) solely the property and rights of the
State of New Mexico (without being resiticied o
the provisions of benelits under the Plan), subject
only to the clatims of the Stale’s general creditors.
Participanis® rights under the Plan are equal 1o
those of general creditors of the State in an
amouni equal 1o the fair market value of the
deferred account of each participant.

ud il Pt il Bl Pl

Post-employment Benefits

The Retiree Health Care Act (10-7C o 10-7C16
NMSA 1978) provides compechensive core
group health insusnce for persons who have
retired from certain public service in New
Mexico. The purpose is to provide cligible
retirees, their spouses, dependents, and surviving
spouses and dependents with health insurance
consisting of a plan, or optional plans, of benefits
that can be purchased by funds fMlowing into the
Hetiree Health Care Fund and by co-paymenis or
out-of-pocket payments of eligible retirees.

Monies flow o the Retiree Health Care Fund on
A pay-as-you-go basis from cligible employees
and cligible retirees. Eligible employers are
institutions of higher education, school districts,
or other entitics participating in the public school
msurance suthority and stale agencics, staie
courts, magistrate courts, municipalitics or
counties, which are affiliated under or covered by
the Educational Retirement Act, the Public
Employecs Retirement Act, or the Magistrate
Retirement Act.

Eligible retirees are: (1) retirces who make
contributions to the fund for at least five years
prior to retirement and whose eligible employer
during that period ef time made contributions as
a participant in the Retiree Health Care Act on
the person’s behall unless that person retired on
or before July 1, 1995, in which event, the time
period required for employee and employer
contributions shall become the period of time
between July 1, 1990, and the date of retirement;
or (2) retirees defingd by the act who retired
petar 1o July 1, 1990,

to the fund in the amount of ane percent of each
pariicipating employee’s anmual salary. Each
participating employee contributes to the fund
and emplovee contributions equal to one-half of
one percent of the employee's annual salary.

Ench participating retivee pays o monthly
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premium of sixty-six dollars and sixty - five conts
($66.65) for the basic single plan and an
additional five dollars {35.00) if the eligible
participant retired prioe to July 1, 1990 and made
no contributions to the plan.

Contributions from participating employers and
participating empleyees become the property of
the Retiree Health Care Fund and arc not refund-
able under any circumstances including termina-
tion of employment or lermination of the partici-
pating employers’s operation or participation in
the Retiree Health Care Act. The employer,
employee, and retiree contributions are required
1o be remitted to the Retiree Health Care
Authority on a monthly basis,

The Retiree Health Care Authority issues a sepa-
rate, publicly available audited financial report
that includes post employment bencfit expen-
ditures of premsiums and claims paid, participant
contributions {employer, employee, and retiree),
and net expendstures for the fiscal year. The
report also includes the approximate number of
retirees participating in the plan. That report
miry be obtained by writing to the Retiree Health
Care Authority, 810 W, San Mateo Rd., Santa
Fe, NM B7505.

For the fiscal vear ended June 30, 2000, the
Educational Retirement Board remitted $13,676
in employer contributions and $6,838 in
employee contributions 1o the Retiree Health
Care Authority,

(Contingemches)

Rude 111 Sectson B{10) of ihe "Rubes and
Procedures of the Educational Retirement
Board” requires that the Board contact members
who have been terminated for a perod of two
vears and maintain a balance of $300 or less in
their contribution account for the purpose of

refunding sny balances as requined by the rule.

For 2000, 5,121 terminated members with an
aggregate balance of $805,241 were eligible 1o
receive refunds. For 1999, 3,365 terminated
members with an aggregate balance of $523,429
were eligible 1o receive refunds. The aggrepate
balances are exclusive of interest, There were no
adjustments made in the accompanying balance
sheet 1o reflect the contingent linbility.

Risk Managemeni

The Board is exposed 10 various risks of loss for
which it carnics insurance through the Risk
Management Division of the New Mexico
General Services Departiment.

Subsequent Events

The investment portfolio of the Educational
Retirement Board has not been materially
alfected by the fluctuation of securitics fair value
that the investment market experienced in 2000
and 1999,

Preparation of Financial Siatements
The financizal statements were prepared by the

auditors, Zlotnick, Laws & Sandoval, P.C.,
Certilled  Public Accountants,
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Combining Statement of Additions,
For the Year Ended

Member

Contribution Age &

Aceounts ~— Service Disahility
Additions:
Interest income 5 - = .
Intcrest on restoration of service credit - = -
Dividend income 2
Nct appreciation in assets .
Dot b o d ) . i
Membership contributions 139,179,503 . .
Employer contnibutions * - =
Penalties - = *
Other 20937 1687 -

Total additions 139,200,440 . —

Deductions:

Administrative expenses
Depreciation expenses
Benelit payments

Refunds to terminated members with interest

Total deductions

Net Increase (decrease) in plan nel assels

Net asscts trnsfors in (out);
Net transfers
Total net asset transfers in (out)
Plan net assets, July 1, 1998
Plan net assets, Junc 30, 1999

= 307,329,262
24,598,578 -
24, 398378 _307.329262

I H.ﬁﬂl.ﬂﬁg (307,327.5373)

e A62.017.976) _493.705.104
(62,017976) 492,705,264
1,008,045,578  2,043,142,951

L060,629.464 2.228,520,640

{4.:484,504)

3,238,363
5,238,363
21,645,052
22,398,911

NOTE: sk foe 199 00 s presnsed The s lumss of thut s f st socll el e st sombrees el f Tt 5 md
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Deductions, and Changes in Components of Plan Net Assets
June 30, 2000

Employer Unreserved Income

Contributions (Exeess Enmings) Accounts Totals.
- - 149,884 903 5149 884,903
- - 3,446,082 3,446,082
- . 31,805,658 11,803,658

674470253 674,470,253
2407932 2407932

= . - 139,179,503
153,260,317 - - 153260317
- - 10,764 10,764
i = 4953 27,571
153,260,317 - 862,030,545 _1,154,492.989

- 1,536,191 1,536,791
. 198,004 198,004
- - 311,813,766
. 10554053 35151631

1828938 _354.701.282

153,260,317 . 843,741,607 799,791,707
(270,668.965) 678484921 {B41,74].607) -
(270.668.965) 678,484,921 (B4}, T4 L.607) :
1,192,009,096 2,475,539.534 - 6.740.382.211
LO74,600, 448 3154024435 - 1440173918
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Actuarial
Letter of Transmittal
December 15, 2000
Beard of Trustees
Educational Retirement Foard of New Mexico
PO, Box 26129

Santa Fe, NM B7T302-6129
Dear Members of the Boand:
Subject: Actunrinl Valustion as of Junc M, 1000

We centify that the information contained in this report is sccurnte and faidy presenats the actuarial position of
the Educational Retirement Board of New Mexico (ERIB) as of June 30, 2000,

All calculations have been made in conformity with genemally accepied sctuanial principles and practices, and
with the Actuanal Standands of Practice issued by the Actuarial Standands Boand. In our opinion the resulus
presenied sl comply with the relevant statites, and, where applicable, the Intemal Revenne Code, ERISA,
and the Sutements of the Governmental Accoanting Standards Board. The undersigned are independent
actuatics. Both are Enmlled Acteanics and Mombers of the American Academy of Actuaricd, and both arc
expenenced in parforming valustions for large pablic retirement systems

To the beat of our knowledpe, this repont i based on beneflli provisions in effect as of
June 30, 2000, pudited financial information prepared as of that date, member data gatherex] as of that date,
and actuiiial assumptions and methods previously adopled by the Boand.

Actuarial Valuation

The prumary purposes of the valustion report are 1o detenming the adequacy of the cument employer
contribution rate, 1o describe the current financial condition of ERB, and to analyse changes in ERB's

coadition. In addition, the report provides information requined by ERB in coangction with Governmental
Accounting Standards Board Statement No. 25 (GASH 25), and it provides various surmmarics of the data,

Valuations are preparcd annually, as of Junz 30 of each yvea, the last day of ERR's plan and flscal year.
Financing Ohjectives

The member and employer cantribution ratos see established by stotute. The current employer comnbution mie
I8 5.65% aod the current member contribution rate is 7,600, In addition, certain higher education emplayers
make an additional contribution equal 1o 3.00°% of the total pay for their employees who clected 1o join the
Abernative Retinement Program rather than ERB.  These mtes are intended to be sufficent to pay ERB's
nocmal cost and 1o amortize ERB's unfunded actuarial sccrued lisbility (UAAL) in payments which are level
a5 a percentage of payroll. Except for shori-lerm Muciuations, the smortization penod should not exceed the
maximnum perred allowed under GASE No. 23 40 yoars for flscal years throagh 2006, 30 years therealter.

{ The smantizition penod, also referred 1o a4 the funding penod. i the number of vears expected 1o be required
to completely amortize the UAAL, assuming that ERB's experience exactly follows the acherial assumptions )
This funding palicy is set by the Board of Trastees, and is conssdered reasonable by the actaary, The Board
hins & goal of mamtsining a funding pedod of no more than 25 years,

Dbz s i Fletremrmrd Peard o] Mg T9meind




Actuarial

Progress Towird Realleation of Finnocing Objectives

As of June 30, 2000, the funding period is 8.2 years. This is a reduction from last year's funding period of
16.7 years. Therefore, the cunrenl Matutory rale is sdequate.  The contribwtion that woaild be roguired in onder
to amortize the UAAL over 25 years, the Board's tarpet period, is 5.98%. (Last yeor the 25.year funding rate
was 7.58%.)

The funded ratio (the ratio of the sctuarial value of sisets 10 the actuarial sccrued lishility) increased from Last
year. The funded ratio st June 30, 1599 was BS5. 9%, while il is sow 91.6%. Six years ago the ratio stood at
68. 3% During the last fiscal year, the UAAL decreased from 59831 million 10 $624.8 million.

The decrease in the fanding period and the increase i the funded ratio arc both due primarily to the investment
return resulbty, which offsct a loss on liability experience.

Boachi Provisdons

The actuarial valuation reflects the benefit and contribution provisions sct forth in the relevant New Mexico
statubes. Thero were no material changes made o these provisions since the previous actuarial valuation.
There are no anclllary benefits {(such as cost-of-living increases to retinces) funded by a source independent of
ERB.

Astumptions and Methods

Actunrial assumptions and methods are set by the Board of Trusiees, based wpon recommendations made by the
plan’s actuary. The last review of these assumptions occumed in connection with the 1998 sctuanial valuation,
and the Board adopted all of our recommendations. We believe the neoommended assumplions are intermally
consistent amd are reasonably based on the actual experience of ERB.

Member and Financial Data

Member data for retired, sctive, and issctive participants was supplicd as of June 30, 2000, by the FREA sall
We have not subjected this data wo any saditing procedures, but have examined the data Tor ressonableness and
consistency with the prior year's data. Asset information was also supplicd by the ERB staif and by the plan‘s
anditors,

We would like 1o thark the ERB stafl and 1he nuditors for their assistance with this project,

Sincerely,

Q.Chrnito. bt
J. Christian Conemdi, ASA, MAAA, EA
Actuary

W Hadg? (ax:

W. Michae! Canter, FSA, MAAA, EA

Vice President
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Actuarial
Executive Summary

liem 2000 1999
Membership
. Mumber of

= Agtive members £, 050 58615

- Retireed nnd beneliciaries 21,186 20,109

= Inactive, vested 4,450 4,150

- Inactive, nonvested 12,074 11079

- Total 97 800 93,953
. Paymoll $1,795.7 million $1,637.5 million
Statutory contribmton rates
. Employer B65% 5.65%
L] Kicmber T.60% T.600%
Asscla
. Market value $7.567.5 million %6,790.4 million
. Actuarial value 6 EV5R millien 5,988 5 million
. Retum on market valoe 13.1% 11.3%
- Retum on actuaral value 15.1%: l64%
. Employer contribulians $153.3 million $145.5 millkon
. External cash flow % (0.7%) (0.4%)
Actusrial Information
- Nemmal cost % 11.54% I1.54%:

Unfunded actuarial scorcd

fiabulity (UAAL) $624 8 millicn $981. | million
. Funded muo 91.6% B5.9%
. Funding period (vears) 82 16.7
Craima{losses )
. Assct expenience $4213 million €412 4 million
. Liabitity experience (83.7) million (54.0) mallion
. Benelit changes (Ad hoo COLA) NIA {98.3) million
0 Assumpdion/method chatipes _NA —MNA
L] Tuokal S337.6 million £250.1 million

i el Reeie oL o fee - 3
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Introduction

Table | shows the most significant actuarial results.
Table 2 analyzes changes in the UAAL. Tables 3
and 4 show more detailed actuarial information.
Tables 5a and 5b develop the GASB 25 Annual
Required Contribution for the last fiscal year, and
Tables 6a-6¢ show required GASB 25 disclosure
information. Tables Ta, 7b, 15 and 16 show
statistical information about the membership, and
Tahbles Ba-11b, and Table 13 show information about
plan assets, Tables 12a and 12b show the
calculation of the actuarial gains and losses, and
Table 14 shows the solvency test, used by some
funds in their annual report. Finally, Appendix | is
a summary of the benefit and contribution
provisions of ERB, and Appendix 2 is a summary
of the actuarial methods and assumptions.

Actuarial Information

The determination of the unfunded actuarial accrued
liability (UAAL) and the funding period involves
the following steps:

The actuarial present value of future benefits
is determined for the present members,
including retired members, beneficiaries,
inactive members and active members. This
amounts to $9,056.1 million, as shown on
Table 3.

The entry age normal funding method is
used to allocate the actuarial present value
of future benefits between the portion due
for the current year (the normal cost), prior
years (the actuarial accrued liability) and
future years. The actuarial accrued liability
is $7,460.6 million, as shown in line 6d on
Table 1.

+ Under the entry age normal cost method
the current and future normal costs are

determined as a level percentage of payroll.
Table 4 shows an analysis of the normal cost
rate. The amount needed to fund the current
and future normal costs is 11.54% of payroll
inclusive of member contributions, This is

the total (member plus employer}
contribution rate needed to pay for the
average new member.

A part of the normal cost is paid by the
employee contributions of 7.60%, leaving
3.94% to be funded by the employers. i.e.,
the current year's employer normal cost is
3.94% of payroll. This is shown in Line 3
of Table 1.

The unfunded actuarial accrued lability
(UAAL) is determined by subtracting the
actuarial value of asseis from the achuarial
accrued liability. (The actuarial value of
assets is a smoothed market value, as
discussed in more detail below.) The UAAL
is $624. 8 million, as shown in ling 8 on Table
1.

Since the statutory employer contribution
rate is 8.65%, and the employer normal cost
rate is 3.94%, the difference—4.71%—is
used to amortize the UAAL. The 3%
contribution made on behalf of ARP
members is also used to amortize the
LIAAL,

Finally, the funding period is the anticipated
peried needed to reduce the UAAL to zero,
assuming that plan experience exactly
follows the assumptions, that no benefit
changes are made, that payroll grows at
3.5% per year, and that the contributions
are made as required. The funding period
this year 15 8.2 years,

Amnalysis of Changes

Table 2 shows an analysis of the changes in the
UAAL. Since the UAAL is an actuarial present
value, with fulure anticipated benefits discounted
using an 8.00% interest rate, the UAAL increases
each year by the imputed interest rate, less employer
contributions made to amortize the UAAL., (Keep
in mind that part of the employer contribution is
used to pay the normal cost, so only part of each
year's contribution is available to amortize the
UAAL.)
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As shown on Table 2, the UAAL incocased by $78.6
million for kputed interest and decreased by $99.3
million because of payments made. This means that
the UA AL was expeciod 1o decrease $20.7 million
before recognizing plan experience. The UAAL as
of June 30, 1999 was $983.1 million, and the
expecied UAAL at June 30, 2000, recognizing
actual contributions made, was $962.4,

The plan experienced a linbility loss of $83.7 million.
This loss represents only 1.1% of the accrued
linbility. Thus it might be stated that the liability
assumptions were 98.9% comrect in the aggregate.
The main cause for this loss appears (o be the large
salary increases granted for the 1999-00 school
VOur

Howewver, continued strong investment results
produced a gain of $421 3 million. The invesiment
gain resulted from the fact that the retum on the
actuarinl valoe of assets - 15.1% - was larger than
the 8.00% assumed investment retum e

There were no material benefit changes adopied
since the last actuarial valuation, and there were
no changes made to the actuarial assumptions and
methods,

As a result of all these changes and experience, the
UAAL decreased from $983.1 million 1o $624.8
million, and the funding penod decreased from 16.7
years to 8.2 years.

GASE 15 Dhisclosure

Ciovernmental Accounting Standards Board
Statement No. 25 (GASB 25) is the relevani
sccounting standard for governmental retirement
systems like ERB.

Tables 5a and 5bshow the calculation of the Annual
Required Contribution (ARC) as computed under
GASH 25, and they show what percent of this
amount was actually received. For ERB, the ARC
is defined to be the actual contributions required
by statwic, as long as this is nol less than the
minimum allowed under GASB 25, The GASH 25

L foie sva _E 5 Decaisg) o Dgrini Plass iy

minimum is ¢qual to the nonmal cost, plus a 40-
year amortization of the UAAL. (The 40-year
period will decrease to 30 years beginning with the
2007 fiscal year.) Since the funding period
developed in the last valuation was less than 40
years, the ARC is just the amount paid,

Tables 6a, 6b, and 6c show information required to
be reporied under GASB 25, Tahle 6a shows n
history of funding progress—a comparison of the
actuarial value of assets with the actuarial nccrued
liability and a comparison of the UAAL with
covered payroll, This wble shows steady progress
over the last live years, with the funded ratio
increasing from 70.1% o 91 6%,

Table 6b shows a six-year comparison of the
employer contributions actually received with the
GASH 25 ARC. (Since GASH 25 did not become
effective for ERB until the 1997 fiscal year, no
results are shown for carlier fiscal years.)

Table 6¢ shows other information which must be
included in the notes section of the financial report,
The auditor's notes should also disclose the
following items that may affect the comparability
ol the trend information shown in Tables 6a and
Bh:

Actuarial assumptions were changed as of
June 30, 1996 and June 30, |998,

Benelt Provislons

Appendix | summarises the provisions of ERB.
These have not been matenally changed since the
previous valuation,

Thiz valuation reflects benefits promised 1o
members by statute. There are no ancillary benefits
= retirement type benefits not required by statutes
but which might be deemed an ERB liability if
continued beyond the availability of funding by the
current funding source,
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Actuarial Assumptions and Methods

In determining costs and liabilities, acluaries use
assumptions about the future, such as rics of salary
mcrease, probabilities of retirement, termination,
death and disability, and an investment return
sssumption. ERB"s Board adopts the assumptions
used, taking into accoumt the actuary's

recommendations, as summarized in Appendix 2.

The most significant assumptions are (i) the
assumed investment return, currently set at 8,00%,
and (ii) the assumption regarding future salary
mcreases, which is based on a table that varies by
service and averages about 6.25%,

In addition to the actuarial assumptions, the actu-
ary also makes use of an actuarial funding method
to allocate costs o particular years. In common
with most public-sector plans, ERB uses the entry
age normal method, This method produces a rela-
tively level pattern of funding over time, and thereby
provides equity between various gencrations of
txpayers. 'We continue to believe this method is
approprinte for ERB.

Asuein

ERB assets are held in trust. The ERB «alf and
the ERB auditors have provided the assel
information used in this valuation.

Table 8a presents a summary of the market value
of nssets held by the fund, and Table 8b shows the
allocation of assets held for invesiment, Over 67%
of the assets are now held in equities, increased
from 63% last year and 55% the year before. Table
9 shows a reconciliation of the assets from the
beginning of the prior year 1o the valuation date.

Tables 10a and 10b show the development of the
actuarnal value of assets (AVA), The AVA is a
smoothed market value. A smoothed value is used
in order to dampen some of the year-to-year
fluctuntions that would occur il the market value
were used insicad. The method used phases in

differences between the actual and expected market
retums over five year. The expected return is
determined using the 8.00% assumption and the
plan's market value, adjusted for contributions
received and benefits and refunds paid. Both the
actual and expected retums are computed net of

administrative expenses.

Note that the actuarial value is only 90% of the
market value. Le., significant gains have not yet been
recognized in the actuanial value of asscts, and these
gains provide a cushion against future downitums
in the markets.

Table 11a shows the investment retum rale for the
year on both market value (13.1%) and actuanial
value (15.1%). Table 11b shows historical retum
rates since the current actuarial asset method was

adopted.

Finally, Table 13 shows a history of cash flows 1o
the trust, and the net cash flow measured as a
percentage of the assets. The cash Mow is slightly
negative, 0,7% of market value, but this is not a
sign of concern in a mature plan such as ERB,

Member Daia

Membership data was provided on electronic files
by the ERB staff. Data for active mombers included
sex, birthdate, service, salary paid in the prior year,
and accumulated contributions. Data for mactive,
nonrelired members was similar, but included the
member's accrued benefit as well, For retired
members, data included status (service retiree,
disabled retiree or beneficiary), sex, birthdate,
pension amount, form of payment, beneliciary sex
and birthdate if applicable, and date of retirement.

While not venifying the commectness of the data st
the sowrce, we performed vanous tests 1o ensure
the internal consistency of the data and its overall
reasonableness.

Tuble 7a summarizes data on all members. Table
Th is a hastory of key statistical information about

Bt anicral Fustrionerl Boand ol Bew Meras i3
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active members, and Table 15 is o history of statis-
tical information about retirees. Table 16 is an
age/service distribution of active members and their

average pay.

The number of active members increased 2.5%
since last year, from 58,615 to 60,090, Note that
the actual number of active members during the
year will be somewhat higher, since the June 30
count excludes May and June retirees, bul does not
inchade new teachers who will join the system for
the 2000-2001 school year.

Total payroll increased 9.7% since last year. For
all comparative purposes, payroll is the amount
supplicd by the ERB staf (i.c., the 1999-00 member
pay). However, this figure is increased by one year's
pay increase o determing the member’s rate of pay
at July 1, 2000. Pay is assumed 10 change only at
the beginning of a school/fiscal year.

Average pay increased 7.0% since last year, This
reflects the effect of retirements, terminations and
new members,
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Actuarial Information
July L, 2000 July 1, 1699
(1 i)

L Payroll
8. Supplied by System $1,795,715.200 £1,637.450,500
b Ailjusied for ons-vear's pay incrense 1203477100 1,735.979.500
L Actuarial present value of futiure pay $13,825,566,286 $12.757. 196, 262
X MNoemal cost rate (paynble monthly)
a Total normal cost rate 11.54% 11.54%
b. Less: member contributbon roig (2.60% — (L5000
g. Employer mormal cost mte 1.94% 1.94%
4 Employer normal cosl
(Tem 3z * biem Ib) £75,195,998 68,397,592
L Actunrial scoried linbility for active members
a. Actunrin] present value of future benelits §5,581,541 500 15 285,781,800
b, Less: aclunrial present value of fsture nommal cosls

{Trem 3 * liem 2) _ (L393470.)4%) ~A1.471.249,689)
e Actunrinl acorued lability §3,988.071,151 £3513,834.101
. Total actuarial sccrued linbility for:
a. Retirees und beneficiaries §3.322.038,600 53,027 843,500
b, liactive members 150,509 848 130,289,682
¢ Active members (llem $¢) A9RR071.151 __ABIASM
. Tatul $7.460,619,5%99 56,971 667,593
1. Actiarnl valise of psscts 56,815,842 591 55,988, 547.319
k. Unfunded actunrial sccrued lishitity (LIAAL)Y
(ltem &d - Item 7) §624,777,008 S981,120,274
9. Amaortization payment
. Employer coniribution rate BA5% 8.65%
b, Less: Employer normal cost rate (Ilem 3c) (1.94%) B— T
. Amortiaiion rate 4.71% 4. 7%
d. Amonization contribution { liem 9¢ * hem 1h) $30,889.271 $81,764.604
e Expecied ARP contribistion 4% — 1026176
f. Total $92,984,104 $51,790.810
11, Funding period based on current K65% employer
contribution requirement, with payments increasing
i pssumed payroll growih rate £2 years 16,7 years

Takbl= |
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Analysis of Change in Unfunded Actuarial Accrued Liability (UAAL)

Lasin

i

. UAAL st prier valuation

2 Imcresseafilecrenses) doe to:

.

Ineewat on UAAL

AT PayThes

Liahility experience

Anact enpencncs

Changes in actumial sssumptions snd methods
Ad hoc COLA

Tustul

Current UAAL (14+2g)

Mate -

Diollar amounts in millions

lune 30,2000
(2)

§ GEL)

.6
(90.3)
3.7
(421.3)
NA
—A
(358.3)

624 8

' Actual comtributions neduced by normal eost, and adjusted for timing.

June M), 1999
(k1]

3 1L22R3

83
%4.4)
4.0
H32.4)

NA

[246.2)

aExl
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Actuarial Present Value of Future Benefits
June 30, 2000 Jupe 30, 1999
(n (2)
1 Active miembers
0. Service relinement benefits £ 5,128.018,000 § 4,860, 506,000
b, Relunds 350,942,100 325,609,700
€. Survivor benefiis 3, 161600 37.037.800
d.  Disabality retirement benefin 65,419,500 (2630300
e Towl £ 5581541 500 % 5285 TR E00
2. Retired members
i, Service retirement £ 1,141,597 600 % 2 BS8 554,700
b, Disability rethrement 17995200 36.520.400
€. Bensficharles 142 445 800 — DA AGE 00
id.  Total § 1322038 6040 § 3,027 543,800
¥ Insctive memberns
w Weshed terminntions 5119344315 $ 103,500,814
b, Mosvested senminution JL165.533 — M6JERB6Y
g Tolal £ 150 S0 g4R 5 130,289 682
d.  Total sctuarial present vibise of futine benefits £ 9050000 948 § 401782
Takla 3
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Analysis of Normal Cost

Ciross normal cost mte (payable monthly)

o Servioe retirement benefits
Refinds

[esabality retirement benefits
Surviver benelin

Tootal

Less meomber contnbution rag
Employer normal cost rade
Eilectrersi of member cominbuiom
8. Meomher i

Lissc oot of sefunds

Tt imemlgy pate availabbe for bemefin
Effecirvenew mae (dcda)

Lates s fimsee=re=rr Brmant od Basss [rlawed

_du 3, 2000
i

LR
1.36%
0.12%

11.50%

Bl

H.66%%
L.56%
0.12%
1134
LR L

1ol

0a%
6. 2 T%




(For Following Fiscal Year)

Jmﬂi:..lm
i

GASH 25 minimum amonizstion ponod {yean) §i

Amsoriization contribulkin percontags

o, Amostization payment § 33,207,502
b Lew: expected payment for ARP mombers 24N
¢. Nel{s-b) § 712688
d. Expocted payroll | SORATT 100
¢.  Amanrtization contribution porcentage (c/d) 1L61%

GASB 25 Annual Required Comribution

1. Employer normal cost mie 1.04%
b, Amorieation percontage Lal%
. Tomd 5.55%
d.  Strsory mie B.A5%
e ARC ( max of () ) BAs%
Fod o aewreui Mt

Actuarial
Calculation of GASB 25 ARC as Percent of Payroll

June 30, 19
(2}

§ 52,252,081

—_— 2026126
§ 50,226,807
1.735,979.500

289

lm
T
& B3

B65%

LEL L

Tabie Sa

vl BGad o Mess Meaon

41



Actvarial
Actual Contributions as Percentage of
GASB 25 ARC for Year Ending 06/30/2000

1. Actual contrilvllons

o Om behall of ERH members £ 150,540,850

b On behall of ARP members 2ALDA6T

¢ Total § 153,260,311
1 Statwory employer contribution rute B.65%

1 bmpuied ficsl year payroll for ERB members
ilem a7 fewm 2§ § 1,743 928 s

4.  GASB 15 Annuia] Required Contribation
b Reguired GASD 25 employer coniribution for

LR members as percent of payroll R.65%
b.  Reguired GASH 25 employer contribution for
EREB members (Item 4a * liem 3) § 150,849,850
€. CASB 25 ARC [hem 4b + ltem 1b) § 153,260,317
5 Percentage of ARC contributed {ltem l¢ / liem dc) 100,00%
Table Sh
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Actvarial
Schedule of Employer Contributions
(As required by GASB #25)
Annusl Required Percentage
Fiscal Year Contribution Contributed
1995 Not computed NIA
1996 Not computed NA
997 $131.535477 9N
1996 5136,190,862 100.0%
1% $145.521,527 1000
2000 5153, 260,317 100.0%

Tabi= &b




Notes to Req

Viluation date

Actuarial cost method

Amurtization method

Remalning amortiziion period (yeurs)

Asscl yahmtion mothod

Acruarial nasumptiona:
Ivestment rte of retum®
Projecied salary increases®
*Includes inflation

Cost-of-living adjustiments

(as requir

Actuartal \$)

LandSQJ: lementary Information
GASB #125)

The informasion presentad in the required supplementary schedules was determined a3 pant of the actvanal vabeation at
the dates indicated, Addiional information as of the latest nctunrial valuntion follows:

June 30, 2000

Entry Age Mormal
Level pavment. open
8.2

S-vear smooihed mirked

B00
4.75% 1o 12.25%
1.50%

2.00%

Tabie be
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Actuarial
Membership Data
Jupe 30, 2008
in

Active membomns
B MNumber

B0
b Totsl payroll supplicd by System $ 1,795.715.200
€ Average salary % 29.884
d. Average age 44.5
e Average service LA
Vesled ivactive mermbers (exchading pending refiurds)
& Namber 4,450
b Total annual deferred benetits $ 21,980,934
c  Avoesge aamial deformed Benciin 5389
Norvesd insclive meemibers and vesed pendag refunds
s  Number 12074
b Eeployes sversers w0k monol dise 53163533
¢ Average refend doe 2,581
Servioe retirdes
B Numbcr 19,037
b Total senusl beneflas 5 20X 449 484
e Average annunl benefil 15370
Disabled retiroes
8 Number L,
b, Towd naousl benefics $ 1wWi502
e Avemge sl benefi 7108
Benelicinties
a  MNumber 1,597
b Tobal snousl benefits £ 15,797,862
€ Averige annual benelhi 892

Jung MO, | 900
(23

LR R
£ 1,637,450,500
527216

44.3
0.2

4,150
£ 20,504,387
5,182

1ome
§ 26, THA 564
241

15043
§ 257. 700,429
14,286

243
§ 1, 56K 854
6490

1411
$ 13,577,036
H.ORS
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an

(Assets at Market or Fair Value)

5. Popertles : land, building, Mormiture snd
equipment (al cost, less sccamulsiod deprecistion)

6, Total psscts

7. Linbilives

. Accounts payable

Accrued expenses

Refunds payahle

Investment purchases payable - brokers
[hse 1o otber Rands

Securities lending collateral

Total liabilitics

moasanos

B. Total market value off sssets available for bencfit
ihem & - liem T)

Tabde Ba

et

s
Valuation s of
Jung 30, 2000 Jung M0, 1955
(2} (3

% |08 A81.870 § 70022 470
£ JEEIBDNG § 37493491
31001 558 11,050 840
iR LA 26499378
Ly — . 1 )
£ 108287 048 £ 95,102921
§ 832 355,03% $K11,089 891
THLO7, 18R T AR4,054
W0E, 086 475 TH6IB4.5TY
AR TTR JATR 569916
LO70.564.740 T2 ITAORS
5 74X 408 400 § 6,588.771.47)
§ Gl 006 § TTI 608,545
$ 1,339,573 § 1,499,668
SR251L861 218 £ 7,536,900 084
$ L4107 £ 4T20H7
138,468 179873
1859300 1836, 760
65826431 33,003,293
154,008 201,409
G194 006 _1T1.609.545
5 686,135,970 S 19621 ATS
$7.567,525,248 $6,740,382 211

T Diucaaon Feteemipe ) R of Mew Favkn




Actuarial
Allocation of Cash and Investments
Jung 30, 200K) June 30, 1999
I.  Cash and short-term equivilents | 4% 1.2%
2. L5 freowury sccuritics BT 12.5%
1 US govermment agendics 0. 3% 12.0%
4. Domesibe corporvde bonds 12.1% 11.3%
5, Domestic equities 53.3% $2.2%
6. Internationsl equitics 14.2% LA
7. Towml investments 100.0%: 100.07%
Tabls Bb




Wﬁatwhl

Reconciliation of Plan Net Assets

Year Froing
Junc 30, 2000 Jung 30, 19949
i1 (2)
|, Vilue of asscis f beginning of year $ 6.740,382.21| S 6,082,051.510
2. Revenue for the year
8. Coninbautons
i. Meomber comributions 5 142,625 553 5 03005 5RA
finchadmg redeposits and service purchases)
i, Employer contributions 150,849 550 143,563,569
ili, Employer contributions for ARF members _ 2410467 L9537 .658
iv. Total 5295 B85, M2 S2IRES8AI2
b, Income
b lierest, dividends, and other moome S160.2 18 360 § 200,212,949
il Investment expenses (3,190,952 L0434
il Net $155,027,917 $ 19B672.51%
¢. Net realized and unrealized gains 8 T25.739.548 S ARR256.724
d, Total Revenue £ 1,1 76,653,367 5§ 955737651
3. Expenditures for the year
n Refimds § 35,152,631 § 19,954 686
b, Benelit paymenis M8, 766 274 RI59TI
c.  Administrative and miscellancous expenses R LR LN LI
d. Total expendinires § J4u.510.330 § 07T A56,950
4. Increase in pet asseis
(ltem 2 - liem 1) § 827,143,007 1 658,330,701
5. Valoe of assets mt end of year
{Teem 1 + hiem 4) $7.267,523.24% § 6,740,382,211

Table 9
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[ ]
Actuarial =
Development of Actuarial Value of Assets =
[ |
]
1. Market value of assets ss of valuation 3 7.567,525,248 ]
[ ]
2. Deferred amounts for fiscal year ending Juse M), B
n
a 2000 3 272 28,940 )
]
b 1999 5 119,241,669 o
]
e 1998 5 235,486,128
]
d 1997 $ 104,125,920 -
]
e Toul s 731,682,657 .
L]
3. Actuarial value of sasets (1) - (2) 5 6,835,842,591 =
=
4.  Actuarisl vilee as percent of market 3% .
]
|
]
"
"
n
]
]
Tahl= |08 .
|_ ¥ .
| ]




Actuarial
Estimation of Yields
Yenr Fnding
Jung 0, 2000 Jung M), 1999
in {2
Ao Market value yviell
|.  Beginning of year market assets 6,740,382.211 6,082,051,510
L Investment income (inclading realized andd wnrealizd
piting pnad losses) REOD,THT ALS 086,929.219
3. Eial of year market mscis 1,567,525,244 6,740,382.211
4. Estimpted dollar weightod market value yiek 13.1% 1L.3%
B, Actuarial value yheld
.  Beglnning of year actuarial asscts 5088547319 5,169 530,465
2. Actuarial relum BB ITS, 76T BA049,089
Y End of year actuarial asseis 6,535,842, 591 S980.547,019
4. Estimated actunrial value yield 15.1% 16.4%
Takla 1 |a
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Actuarial =

History of Investment Return Rates | 4

L

|

Plan Year Ending »

Juns 30 of Markst Astuarial -
it i2) i

1995 18.5% 11.5% o

n

1496 12.2% 12.0% -

1997 20.% I3A% =

1908 19.6% 15.0% =

RL 11.3%% T .

2000 13.1% 15.1% -

=

B

]

u

B

]

]

L

]

L]

n

]

]

]

L]

Table |14 =
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Investment Experience Gain or Loss

lem

in
Actuarial assets, beginning of year
Total contributions dunng year
Benefits and refunds paid

Assumed pet investment income at 8%
0. Beginning of year assets

b. Comributions
¢.  Benefits and refunds pald
d. Towl

Expecied ictuarial sssets, end of year
(Sum of iems 1 through 4)

Actunl actuarial asses, end of year

Asset gain [boss) for year (liem & - liem 5)

June 30, KX
(2)
5.988.547.319

295,885,902

470083, 786

11835436

{1LRTR.656)

477 040,565

6.414.507.390

6,835, 842.591

421 335201

Educaiiorsl Retrmmpt Boa

Actuarial

Jue X0, 1999
)

5, 168,530,465

17858412

(304, 790,857)

411562407

11,134,336

(L2.191.626)

412,525,147

5556, 20,067

S.9HE.547010

412.4231,952




Actuarial
Total Experience Gain or Loss
ltem June 30, 2004 June 30, 1999
(2) (3
A.  Calcolation of tolal actusrial gain or loss
I. Unfunded actuarial secrued Tiability (UAAL),
revious year 983120274 £ L292784%0
2. MNormal cont foe the previous yesr 200,312,034 5 1RE, 135,443
X Lew: contributions for the yoar 5 [(2935ER3.M2) 5 TR ASRA12)
4 Inlevest 3B %
s OnUAAL b | TR B2 5 3482277
b On normal cost 101328 1525418
e On coniributions (L1835.426) —111.154.336)
d  Tolal 5 4527 468 L1 ST
5. Especiod UAAL {Sum of Bema | - 4) §F MLYWIEM : 1 1233, 268 R4
6, Aciual UAAL 624,777,008 3 NI 120.274
7. Total gain (losa) for the year {ltem 5 - hem o) $  AVElaRs? 5 250,148,575
B.  Source of gains and losses
B, Aseet gain (loss) for the year §  421,335.200 5 432 421,942
9, Lisbility gain (loas) for the year % (BLTIR3M)  (B4,010,678)
10, Assumption change NIA MIA
11, Ad hoe COLA MIA § (98.261,700)
12, Taisl - I3TE16.RET7 § 250,148,575
Tabl= 1S

a9 1l Fara Pl Bilam ol § et e




™ |
2/
() njo) + () Ewmjer) = (§) Uwnios) ¢ m“ .
Lk W Rouen sassadys waumsdsu) sapaay g :
U S 30§ SEOnnqUI0d 2iojde s jjam o SUoRNGLIu0s Jakopdws pur suanssaee aafojduws sapnia) (7] e |

Actuarial %

BUDIf[IL § Ul SRIROLTY |

(*L0 CLIT'L (%) (5are) oo (57T (Fg=d 1o 6567 0002 :
(%00 FOFLY (98] (5 ¢og) 0o L (orod) (gL 6RLT i | w
(=) 1'780 (gl (L¥RE) 0o (o (T80 o 09T 9661 3

(w0} £Lo1's Lrad] (TRsL) oo (&1} Lvdd {o1eg) el Lobi

%00 TSty I'T (g9£T) 0 (4] l6'ex) fymzd 6RET S|

%t 0 ET6L'E £TI e 0o lird £ frean) LTt =T

%50 0'061°E FLl {&96i) 00 o (ge1) {esen) It ros 1

%E0 YRLIE ¥h (F8Ll) o0 (a1} (s (1est) RSl 66!

L0 £6TLT $61 (orer) (e is1) s lozrl) 1331 1661

%'l L'880'T TLT (LR34l (g € (wretd (Toi R091 iy |

{01l (6 (g L (1 i) (¥ (4] (Fd) i

SR, I O Lo LI e ] ARSI L R L B

WIUIJ S MO AN T mopd geD) S ILPY e Burpuy sy

YseD) [P femsany e

Mol yseD jo AloisiH

e e B —




Actvarial
Solvency Test
Jung 30, 2004 Jung 30, 1999
i (2
I, Actusrisl scerwed lability (AAL)
. Active member contributions £ 907550658 § 921 574488
b Retirees and benclicianes 31322008600 3,027 843,800
¢ Active and inactive memibers {employer financed) L170.624.341 022,245,305
d. Tedal § 7460619599 $ 6971667593
2 Actuarial value of assets $ 683LR42.99) § 59887319
3. Comulstive partion of AAL covered
8. Active member contributions Tt 0P
b Retirees and beneficiancs 105 100%%
€. Active and inactive members (employer financed) L 67%




Actuarial S

Historical Retired Participants’ Data

Average
Year Ending June 30, Number Monthly Bene/it
in 2) (3)
1984 BA462 $430
19B6 LKL 512
£+ 11,375 663
1990 12,741 767
1492 14,107 B46
1493 15,001 £50
1594 15814 966
1498 16,593 96
1996 17,381 Lol
1997 IE317 1 055
1998 19244 (L]
1999 20,109 1139
000 21,186 1228
Tabla 15
Tl 1 L ol M e B d



n
Actuarial =
n
]
n
Distribution of Active Members -
As of B
L |
Years of Credited Service i
0 i 2 3 1 59 1014 | B
Amsined Cousih Cowstd Count& Coutdk Coom& Coumk Count i
Agc Avip Comp. Avg Comp. Avg Comg. Avg. Comp, Avg. Comp, Avg. Coniip, Avg. Comp. [ |
[ ]
Under 25 980 98 126 9 7 1% 0
SIL740  SI7.871  SISO11  SIS113 S14482  S1080 S0 [
2529 1290 BT 685 500 13 ™ 6 [
11,160 $27 264 $21585 SM5ER AR 2353 515158 -
30-M 1,007 752 669 54 430 LSKT 176
$33464  S21221 522041 SMAIM S24060 527996  $27.003 ]
T T R 0% 143 847 W00 1184 [
$27,770  $20,035  S21,789  $22.500 SM.600  $2634  $30653 -
40-44 1,052 781 715 618 B0 2721 585
$25900 520,194 SHIG) S8 SMG05  SINITI SAZSIE |
A5-49 872 GRA 649 558 497 2,503 2,066 =
§16906 323,307  S24510  $25218  $26,089  $27,972 32,847 -
s0-54 624 488 457 172 366 1,830 1,794 =
£35990 23061 26320 S23.028 26748 £20000  $32,700
se.89 128 249 239 207 185 918 1,058 =
$39592  SISI21  S26,0090 S25.460 S26156 SIEAND  §32.4%4 =
6064 146 s %0 n &2 444 175 =
$51534 S22486  S2IIN2 S20888  $27.905  $26528  $29.49)
569 9 2 35 M 2 144 13 L
SILIER  SI4S51T 20005 SIROT  S19E)7  S24443  SIREID =
& Over 21 12 5 12 7 W 52 a
SIK223  $16008  SIS752  SIS418 S10590 519314 $24.030
Total K AR7 5,624 A, 768 3,717 1,29 12662  $.609 =
$30.042  S210M9 S229M ST L5038 S27378 S31008 a2
Yabls |4 .
Y H=ssrat B of [lesy Mesgn .
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|

]

|

[ ]

w by Age and by Years of Service

n 06/30/2000

n

L 1519 04 538 04 15w WEoe  Towl

n Count & Count &

]
(1] (] [} 0 i 1] 1,482

] $0 50 $i) 50 %1 50 SIR, 114

] 0 i 0 0 o 0 4,131

] $0 50 11 0 0 £0 26,469
I i o i 0 0 5,380

] $28,788 30 80 $0) 81 50 26,613

il 107 0 i (i 0 [i] 9.396

- $31,253 325501 80 $0 0 S0 $25.47)

m LI96 492 1% o 0 0 9,538
$36,247 $34211 $280%1 %0 0 0 £28.245

L 1380 1502 459 ! 0 0 1,175

- £37.691 $40,533 $42214 3492905 %0 0 $32,358

o 1363 1323 97 132 0 0 9,700
$IBA05 SAD097 SN0 $SOEE2 %0 %0 $34,352

= £68 80D 525 201 22 0 5,603

® $MI26 SIEIH $46.295 $S5041  SS328T7 S0 S34,671

™ 327 39 m 107 a8 7 2492
$34,100 $34.737 S44018 S$60.449 S5IE6 596,118 $34,076

2 65 &9 4 2 17 4 645

@ $31,058 S376)) S44.905 557,040 $60.7R)  $42.365 £19.350

o 21 16 2 7 8 3 248
$25497 $38881 $35393 SS1035  $52968  $51.395 525,168

- 553 4600 2270 454 95 T 60,090

] $36,413 SISEEI 44334 355366  SS4E74  $56,891 529,884

]
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Investments

Investment Overview

Recognizing the important and perpetual
nature of the fund and the fiduciary
responsibilitics of the Board, the primary
goal in investing the assels shall be
provide significam real returns adjusted
for inflation with acceplable risk
{valatility). The “prudent man™ standand
as defined in the state statutes applies, In
light of these dual poals, the Investment
Division continues to diversify the fund™s
asseis for purposes of both controlling
risk and enhancing retum.

The primary equity goal is to build a high
quality, diversified postfolio of stocks.
The equity strategy shall give
consideration o both eamings growth
and relative value. The primary focus is
on large cap “blue chip” stocks with
further diversification achieved through
allocations to small cap, mid cap, and
intemational cquities.

Fixed income securities shall be mannged
using a rate anticipation style. The
duration of the portfolio will be
lengthened or shortened based on the
outlook for intercst mtes. In addition,
sector analysis, spread annlysis and swaps
will be used to increase the return on the
partfolio.

Imvestment Process

While ultimately responsible, the Board
relies on the Investment Commintee of the
Board (the Director and three (3) Board
members) to monitor the activities of the
Investment Division. Within the
applicable statutes and investment
guidelines cstablished by the Board, the
Investment Division uses both internal
and external managers for its assets,
External investment management firms

= Rerement fimant of Phow Moo

manage the small cap, mid cap,
mtemational, and a portion of the large
cap assets, Fined income asscts and a
portion of the large cap equity assets are
managed intemally. For internally
managed assets, final decisions and
excoution of orders are the responsibility
of the Investment Officers.

In the day-to-day operation of the
Investment Division, the in-house stafl
evaluates the investment environment 10
determine the relative attractiveness of
both individual securities and the various
assel classes. Based on their analysis, net
cash lNow from the porifolio is reinvested,
always bearing in mind the long-1erm
assel allocation goals set by the Board.
These asset allocation decisions were
made in conjunction with an analysis of
the long-term liabilities of the fund. In
view of the impotance of asset allocation
to investment performance, staff and the
Investment Committee regularly monitor
the position, of the fund relative to its
target allocatbon. The general guidelines
relating to these asset classes are
reviewed annually by the Investment
Comminee,

The investment activity is governed by
the Educationa) Retirement Act of New
Moexico wherein the eligible investments
are defined. The “prudent manstandard,
as defined in the state statutes, requires all
members of the Board and investment
staff 1o discharge their dutics solely in the
interest of fund participants and
beneficiarics and with the care, skill,
prudence and diligence which they would
excreise in the conduct of their own
alTairs,




Asset Allocation

The asset mix of the investment porifolio
has been gradually changed in favor of
common stocks. Equity exposure has
been increased to 68 percent of the total
portfolio, within reach of the goal of 70
percent based on market value. The most
significant change was an expansion of
intemational equities, funded by a
corresponding decrease in fixed income
assets. The targeted allocation is 43%
large cap, 5% each in small and mid cap,
and 17% intermational equities, with the
remaining 30% in fixed income, The
actual distribution on June 30, 2000 was
very close to this goal. Al the beginning
of the fiscal year, the “core™ large cap
equity portfolio was divided into two
porifolios, one managed externally as an
“active” porifolio, the other managed
internally as an index portfolio. This
action was taken for diversification
purposes, given the large size of this
portfolio and the desirability of
dampening risk.
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Investwments

Investment Performance Review

ERB Fund Strategy

The ERB investment strategy locuses ona
long-term approach, investing in high
quality securities, which may be held for
substantial periods of time. Diversifying the
portfolio across several different nsset
classes mitigates risk by ensuring that the
Fund is not completely exposed to one
poorly performing market. Ower the past
few years the Board has been implementing
an asset allocation plan which secks o
enhance return within acceptable nsk levels
by gradually mcreasing the Fumd's exposure
to equitics. The equity assets have been
further subdivided into several distinct
segments of the market, including
imernational stocks. Each of these sub-
portfolios is managed by a different
investment firm, lessening the Fund's
dependence on one management style.

Economie Overview

The fiscal year ending June 30, 2000, was
marked by a very rpid pace of economic
prowth. Quanterly chinges in real gross
domestic product (GDP) averaged well
over 5%, with a peak in the December
quarter of B.3%. While inflation
rernained low by historical standards, the
combination of tight labor markets and
rising energy prices contributed to a
prindual rise in the Consumer Price Index,
which ended the fiscal year at 3,7%. In
an effort to forestall furiher increases in
inflation, the Federal Reserve instituled a
series of imerest mie increnses, which
brought the Fed Funds rate from 5% at
the beginning of the year 10 6% by the
end of March. By the end of the year, the
economy was beginning 1o show
significant signs of slowing growth,
although overall GDP rermained quite
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strong. Asx the economy began (o
respond to higher interest rates, concern
shifted from inflation 1o the possibility of
a slowdown.

As of June 30, 2000, the econoimy
generally remaing in a healthy state but
with some potential arcas of weakness
appearing. While individual corporations
report some slowdown in demand, it
remains o be seen whether the Federal
Reserve has accomplished its poal of
moderate growth, or whether it may
indeed have overshot its target. In sharp
contrast 10 the economic boom of the
past several years, recession is becoming
a distinet possibility,

Muarket Performance

For the first time since fiscal year 1994,
the Standsed & Poor's 500 Index eamed
less than a double digit retumn. The year
was marked by extreme volatility and
some critical changes in investor
psychology. Despite Y2K worries, the
quarter ended December 31, 1999 was
exceptionally strong, with the S&P 500
up 15% and the technology-driven
NASDAQ index up an astounding 48%.
Unfortunately, msing interest rates and the
realization that economic growth would
slow caused investors 1o question the
high valuntions of stocks, particularly in
the technology sector, Both the S&P 500
and NASDAQ) peaked in March. For the
vear as whole, the S&P 500 returned
7.24%, while small and mid cap stocks
did somewhnt better, with returns around
15%. For the final quarter stock
perfonmance was negative across all
capitalization classes.




With the sieady rise in interest rales
throughout the year, fixed income returns
were limited. In the Intter part of the year,
however, as stocks were being sold, funds
flowed into fixed income securities. The
Salomon Brothers Large Pension Fund
Index, which ERB uses as its benchmark,
returned 4.2% for the year. For the final
quarter, fixed income securities were the
only investment class to achicve positive
retums.

4. ERB Portfolio Performance

The actively moanaged larpe capitalization
portfolio had a 16.0% total retum,
compared to its benchmark (S&P 500)
return of 7.2%, while the passive
portfolio modestly outperformed the
index with a returm of 7.5%. The mid cap
stocks had a 15.6% return compared 1o
its benchmark return of 17.0%, while the
two intermational managers, with a
combined return of 32.3%, strongly
outperformed the benchmark’s 17.2%
retum. The two small cap portiolios also
outperformed thewr index, with a
combined return of 29.7%, versus a
benchmark retum of 14.3%. The fixed
income portfolio achieved a wtal return
of 3.9% slightly below the 4.2% retum of
its benchmark, the Salomon Large
Pension Index. The total fund relumed
12.5%, compared to the B.7% retum
camed by the Composite Index
benchmark.
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Asset Allocation as of 6/30/2000

LARGE CAP EQLNTES
FIED WNCOME
TERNATIONAL EQUNTES




lnvestments

Fixed Income as of 6/30/2000

105, TREASURES

WORTCAGE BACKED

CASH L CASH EOUNALENTS




Investments
Domestic & International Equities as of 6/30/2000

LARGE CaP LOUTES

INTERNATICNAL EQUITIES

SMALL CNP EQUITIES ™
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Securities Lending Earnings

Fiscal Year 2000

Earned June 1999 through May 2000
Paid July 1999 through June 2000

PAY MONTH

July
August
September
October
Movember
December
Januury
February
March
April

May

Jung

Total

INCOME

$ 132,147.23
5 256,426.00
$ 295,308.08
§276,534.28
$ 219.969.32
$151,579.38
5 158,120.82
§ 286,322.99
$ 178.496.28
$ 238,707.32
§ 102.813.71
2 117.422.23

§ 2.413,856.63




Vision of The Educational Retirement Board

The New Mexico Educational Retire-
ment Board will be the best retirement
system in the country. We will incorpo-
rate innovative ways to protect and
maximize benefits for members and will
develop effective programs to support
members’ transition from the work
place to an involved and meaningful
retirement. We will increase the skills,
competencies, and job satisfaction of
our employees to better serve our mem-
bers.







