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January 17, 2023

Mr. David Archuleta

Executive Director

New Mexico Educational Retirement Board
P.O. Box 26129

Santa Fe, NM 87502-0129

Re: 2023 Cost of Living Adjustment for Retirees and Anti-Spiking Threshold
Dear David:

Section 22-11-31 of the New Mexico Statutes Annotated provides for cost-of-living adjustments to
certain members whose benefits are in pay status. The annuity is adjusted annually and cumulatively
commencing on July 1 of the year in which a member attains the age of 65 (age 67 if the member
became a member on or after July 1, 2013) or on July 1 following the year a member retires, whichever
is later. These cost-of-living adjustments also apply to members who were disabled at retirement,
except that the benefits are adjusted annually and cumulatively commencing on July 1 of the third full
year following the year in which the member was approved by the Board for disability or retirement.

Adjustment Factor

If the plan’s funded ratio for the next preceding fiscal year is 100% or greater, Section 22-11-31(C)(1)
defines the adjustment factor as % of the percentage increase of the consumer price index between the
next preceding calendar year and the preceding calendar year. The adjustment factor cannot exceed
four percent, nor be less than two percent. However, if the percentage increase of the consumer price
index is less than two percent, the adjustment factor will be equal to the percentage increase of the
consumer price index.

If the plan’s funded ratio for the next preceding fiscal year is greater than 90% but less than 100%,
Section 22-11-31(C)(2) indicates that the adjustment factor for all non-disability retirements will be 95%
of the adjustment factor defined in Section 22-11-31(C)(1) if the member had 25 or more years of
service credit at retirement and whose annuity is less than or equal to the median adjusted annuity for
the fiscal year next preceding the adjustment date. For all other retirees eligible for an adjustment, the
adjustment factor will be 90% of the adjustment factor defined in Section 22-11-31(C)(1).

If the plan’s funded ratio for the next preceding fiscal year is 90% or less, Section 22-11-31(C)(3)
indicates that the adjustment factor for all non-disability retirements will be 90% of the adjustment
factor defined in Section 22-11-31(C)(1) if the member had 25 or more years of service credit at
retirement and whose annuity is less than or equal to the median adjusted annuity for the fiscal year
next preceding the adjustment date. For all other retirees eligible for an adjustment, the adjustment
factor will be 80% of the adjustment factor defined in Section 22-11-31(C)(1).
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Finally, annuities shall not be decreased in the event that there is a decrease in the consumer price
index between the next preceding calendar year and the preceding calendar year.

July 1, 2022 Adjustment

The adjustment factor defined in Section 22-11-31(C)(1) and applicable on July 1, 2023 to retirement
benefits for retirees whose 65th birthday (67th birthday if the member became a member on or after
July 1, 2013) falls in or before the current calendar year is 4.0%. This adjustment factor will apply to all
disability retirements who have been retired for at least three years, i.e., members who began receiving
a disability retirement benefit in calendar year 2019 or earlier.

The funded ratio as reported in the actuarial valuation report for the next preceding fiscal year, or the
actuarial valuation report as of June 30, 2022, was 63.5%. Additionally, the median adjusted annuity for
fiscal year next preceding the adjustment date, or the median monthly benefit of all non-disability
retirements as of June 30, 2022, is $1,720.56. It should be noted that the comparison to this median
benefit should be based on the benefit the retiree was receiving as of June 30, 2022, prior to receiving
the COLA increase effective July 1, 2022.

Since the plan’s funded ratio as of June 30, 2022 is 90% or less, all non-disability retirements with 25 or
more years of service credit at retirement and whose monthly annuity is less than or equal to $1,720.56
will receive an annual adjustment of 3.60%. All remaining non-disability retirements will receive an
annual adjustment of 3.20%.

Note that these adjustments only apply for members who retired in calendar year 2022 or earlier;
members who retired in 2023 are ineligible.

Procedures
The adjustment factors have been determined based on the following procedures:

1. The data set is the CPI-U Consumer Price Index for each month in 2021 and 2022. The index is
for U.S. cities, all urban consumers, and all items, not seasonally adjusted. Attached is a table
showing the monthly and average CPI-U index for the last ten years.

2. The average of the twelve monthly indices is determined for 2021 and 2022. These values are
270.970 for 2021 and 292.655 for 2022.

3. The percentage increase from 2021 to 2022 is calculated based on these averages. The increase
this year is 8.003%. The adjustment factor is equal to % of the percentage increase of the
consumer price (4.001%), but cannot exceed four percent, nor be less than two percent.
Therefore, the adjustment factor defined in Section 22-11-31(C)(1) this year is 4.000%.

4. Annuities shall not be decreased in the event that there is an decrease in the consumer price
index between the two years. There are also special rules that apply if the percentage increase
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in CPI-U is less than 2.0% in absolute value, which does not apply this year. As such, the resulting
adjustment factor is equal to the percentage determined in Item 3 (4.000%).

5. We received data for 53,972 annuitants that were in receipt of their benefit as of July 1, 2022.
This data includes 765 annuitants that are receiving disability retirement benefits and 802
annuitants that retired and began receiving retirement benefits on July 1, 2022. According to
the provisions of Section 22-11-31, the median benefit is determined based on all annuities and
retirement benefits paid for the fiscal year next preceding the adjustment date but excluding
disability retirement benefits. Therefore, to determine the median adjusted annuity, we first
excluded the 765 disability retirees and the 802 new retirees who began receiving their benefit
after June 30, 2022. We then took the middlemost benefit of the remaining annuitants. If there
is an even number of remaining annuitants, then the median is found by taking the average of
the two middlemost numbers. The median adjusted annuity stated in this letter should be
validated by ERB prior to any adjustments being paid to retired members.

6. Based on prior procedures, the adjustment factor defined in Section 22-11-31(C)(1) has been
rounded to one decimal place. The adjustment factors defined in Sections 22-11-31(C)(2) and
22-11-31(C)(3) have been rounded to two decimal places to ensure that they are the
appropriate proportion of the adjustment factor defined in Section 22-11-31(C)(1), if applicable.

We believe the procedure used to determine the increase complies with Section 22-11-31. We have also
enclosed a history of the ERB COLAs since 1990.

Anti-spiking Threshold

Section 22-11-30(L) describes an anti-spiking provision that applies to those who retire after July 1,
2019. The anti-spiking provision only applies to members whose average annual salary (also known as
Final Average Salary or FAS) is greater than an indexed limit. This limit was $60,000 as of July 1, 2019. In
accordance with Section 22-11-30(M), the $60,000 threshold will be adjusted annually in accordance
with any annual increase in the consumer price index. As noted, the increase in CPl based on the 12-
month averages for calendar years 2021 and 2022 was 8.003%. Accordingly, the limit will increase from
$64,746 to 569,928 effective July 1, 2023.

If you have any questions about this information, please do not hesitate to call or write.

Sincerely,
Gabriel, Roeder, Smith & Company

QR I

R. Ryan Falls, FSA, MAAA, EA
Senior Consultant

Enclosures

GRS




Consumer Price Index for Last Ten Calendar Years

CPI-U, Current Series, All Items, Not Seasonally Adjusted

Annual
Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Average
2022

2021

2020

2019

2018

2017

2016

2015

2014
2013 230.280 | 232.166 | 232.773 | 232.531 | 232.945| 233.504 | 233.596 | 233.877 | 234.149| 233.546 | 233.069 | 233.049 | 232.957




New Mexico Educational Retirement Board
COLA History Since 1990

COLA for members with 25

years of service at Monthly
COLA for disability retirement and receiving COLA for all remaining median
COLA Effective retirements eligible less than median adjusted members eligible for adjusted
July 1, for adjustment annuity adjustment annuity
2023 4.0% 3.60% 3.20% S 1,720.56
2022 2.3% 2.07% 1.84% 1,703.84
2021 1.2% 1.08% 0.96% 1,677.19
2020 1.8% 1.62% 1.44% 1,653.20
2019 2.0% 1.80% 1.60% 1,627.76
2018 2.0% 1.80% 1.60% 1,611.45
2017 1.3% 1.17% 1.04% 1,605.46
2016 0.1% 0.09% 0.08% 1,586.22
2015 1.6% 1.44% 1.28% 1,566.22
2014 1.5% 1.35% 1.20% 1,543.06
2013 2.0% 1.80% 1.60% 1,504.20
2012 2.0% same same N/A
2011 1.6% same same N/A
2010 0.0% same same N/A
2009 2.0% same same N/A
2008 2.0% same same N/A
2007 2.0% same same N/A
2006 2.0% same same N/A
2005 2.0% same same N/A
2004 2.0% same same N/A
2003 1.6% same same N/A
2002 2.0% same same N/A
2001 2.0% same same N/A
2000 2.0% same same N/A
1999 1.6% same same N/A
1998 2.0% same same N/A
1997 2.0% same same N/A
1996 2.0% same same N/A
1995 2.0% same same N/A
1994 2.0% same same N/A
1993 2.0% same same N/A
1992 2.1% same same N/A
1991 2.7% same same N/A

1990 2.4% same same N/A




