
Minutes Approved at the April 24, 2014 Board Meeting 

NEW MEXICO 

PUBLIC EMPLOYEES RETIREMENT ASSOCIATION 

BOARD MEETING 

March 26, 2014 

This meeting of the Public Employees Retirement Board was called to order by Patricia 
French, Chair, at approximately 9:15 a.m. on the above-cited date at the PERA Building, Fabian 
Chavez Board Room, 33 Plaza La Prensa, Santa Fe, New Mexico. 

2. ROLL CALL 

Following the Pledge of Allegiance, roll was called by Executive Director Wayne Propst 
and a quorum was established with the following members present: 

Members Present: 
Patricia French, Chair - Municipal 
Dan Mayfield, Vice Chair - Retiree 
Dianna Duran - Ex-officio 
Roman Jimenez - State 
Louis Martinez - Municipal 
James Lewis - Ex-officio 
Stewart Logan - County 
Loretta Naranjo-Lopez - Retiree 
John Reynolds - State 

Member(s) Excused: 
Dan Esquibel - Municipal 
Jackie Kohlasch - State 
Paula Fisher - State 

Staff Members Present: 
Wayne Propst, Executive Director 
Susan Pittard, General Counsel/Chief of Staff 
Jonathan Grabel, Chief Investment Officer 
Sylvia Barela, ASD Director 
Judy Olson, Executive Assistant 
Karen Risku, Assistant General Counsel 
Julian Baca, Deputy CIO 
Greg Trujillo, Deputy Director Member Service 
Christina Keyes, Portfolio Manager 
LeAnne Larranaga-Ruffy, Portfolio Manager 
Jason Goeller, Portfolio Manager 
Joaquin Lujan, Portfolio Manager 
JoAnn Garcia, Deferred Compensation Program Manager 
Sonam Rapten, Financial Analyst 
Mark Montoya, Financial Specialist 



Others Present: 
Jamie Feidler, Cliffwater 
Michael Schlachter, Wilshire Associates 
Paul Lium, Nationwide 
Louis Cohen, MacKay Shields 
Steven Buckley, MacKay Shields 
Daniel Janis, III, Manulife Asset Management 
Mark Flinn, Manulife Asset Management 

3. APPROVAL OF AGENDA 

Mr. Mayfield introduced the following motion: 

"RESOLVED, that the PERA Board approve the agenda as published" 

Mr. Jimenez seconded and the motion carried by unanimous [9-0] voice vote. 

4. APPROVAL OF CONSENT AGENDA 
[Exhibit 1: Consent Agenda] 

Chair French said she reviewed the February 11, 2014 Legislative Committee meeting 
minutes and found them to be accurate and complete. 

Mr. Lewis introduced the following motion: 

"RESOLVED, that the PERA Board approve the consent agenda." 

Ms. Naranjo-Lopez seconded and the motion carried by unanimous [9-0] voice vote. 

5. CURRENT BUSINESS 
A. Executive Session 

1. Attorney Reports 
Administrative Appeal - Executive Session pursuant to NMSA 1978, 
Section 10-15-1(H)(3) to discuss this item: 
a. Sean Wisecarver 
Action Item: Action regarding Attorney Report 

2. Personnel Matter - Pursuant to NMSA 1978, Section 10-15-1(H) (7) 

Mr. Lewis moved to go into executive session pursuant to NMSA 1978 Sections 10-15-
1(H)(7) and (3) to discuss the matters listed above. Mr. Logan seconded. Roll call vote 
indicated that Board members French, Mayfield, Duran, Naranjo-Lopez, Jimenez, Martinez, 
Logan, Reynolds, and Lewis all voted in the affirmative. 

Assistant Attorney General Charles Kraft met with the Board in executive session. 

[The Board met in Executive Session from 9:20 a.m. to 10:35 a.m.] 
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Announcing that the only items discussed in executive session were those listed in the 
agenda, Mr. Lewis moved to return to open session. His motion was seconded by Mr. Jimenez 
and passed by roll call vote as follows: Board members French, Naranjo-Lopez, Jimenez, 
Martinez, Logan, Reynolds, and Lewis all voted in the affirmative. 

Regarding the administrative appeal, Mr. Logan introduced the following motion: 

"RESOLVED, that the PERA Board accept the Administrative Hearing Officer's 
rejection of the appeal of Sean Wisecarver." [.Exhibit 2: Board Order] 

Mr. Reynolds seconded and the motion passed by unanimous [7-0] voice vote. [Mr. 
Mayfield and Ms. Duran were not present for this action.] 

B. Investments Division 
1. Chief Investment Officer's Performance Report 

Jonathan Grabel, CIO, reported that February was a very strong month for the fund and 
the plan closed at $14,242 billion - a new high watermark. Fiscal year to date the plan is up 
12.39 percent which provided positive actuarial experience for the fiscal year. 

Mr. Grabel reviewed the performance of the asset categories noting strong performance 
across all asset categories with public equities showing the strongest returns. Equities make up 
56 percent of PERA's total assets. International equities outperformed US equities. In addition 
to the strong performance by equities, fixed income was up 1 percent. Alternative assets as a 
whole were up 2.85 percent. 

Mr. Grabel described the rebalancing that occurred to meet benefit payments, transferring 
$40 million from international equities, the most overweight asset category, to the STO. All 
asset categories ended the month within their stated policy bands. 

Mr. Grabel said the IC asked that staff prepare a memo providing a description and the 
number of reports that Investments staff prepared and the frequency of that preparation. He said 
that information would be provided to the IC at its April meeting. He hopes to provide better and 
more efficient reporting to the Board in the future to optimize the Board's decision making. 

Mr. Grabel reported that Blackrock is serving as the transition manager for the recently 
terminated managers. He noted that PERA has two active transition managers and one on watch 
that is not being utilized. Per Chair French's concern regarding competitiveness, a discussion on 
transition managers is slated for the next IC meeting. 

Staff continues to monitor PIMCO following the announcement that Co-CIO and CEO 
Mohamed El-Erian was stepping down. 
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3. Action Item: Alternative Asset Recommendation for Approval, to be 
Funded According to the Cash Plan and Subject to Review by 
General Counsel: 
a. Recommendation to invest up to $45 million in EnCap Flatrock 

Midstream Fund III, LP, an Energy Infrastructure Fund for 
the Real Assets Portfolio 

Mr. Mayfield noted that this item was discussed in depth at the IC meeting and he 
introduced the following motion: 

"RESOLVED, that the PERA commit up to $45 million to EnCap Flatrock 
Midstream Fund III, LP, an energy infrastructure partnership for the real assets 
portfolio, to be funded according to PERA's Cash Plan, subject to approval of legal 
documentation by General Counsel." 

Mr. Jimenez seconded and the motion passed by unanimous [9-0] voice vote. 

2. February Hedge Fund Performance Report 

Jason Goeller, Portfolio Manager, said despite escalating geopolitical turbulence in the 
Ukraine, hedge funds posted a gain for February. All primary hedge fund strategies were up for 
the month bringing the 2014 performance into the positive. Equity long/short strategies had the 
strongest performance. The absolute return portfolio returned 1.9 percent bringing year to date 
return to over 2 percent. Only PERA's discretionary macro-managers were negative for the 
month which was attributed to currency positions. 

Mr. Goeller reported that Och-Ziff Capital Management, an investment PERA has had 
since 2007 in the absolute return and portable alpha programs, disclosed in its annual 10-K filing 
that the firm had received requests for information from both the SEC and the DOJ in connection 
with an investigation involving the Foreign Corrupt Practices Act and associated anti-bribery 
laws related to investment. As of now, Och-Ziff is not discussing details and the investigation is 
ongoing. PERA has quarterly liquidity with a relatively short, 45-day notice. 

Chair French requested additional information and Jamie Feidler, Cliffwater, offered that 
the SEC is looking at whether the hedge fund made inappropriate payments to access to the 
Libyan sovereign wealth fund. At this point not enough information is known, however, it could 
be a distraction to senior management of the firm. He added that the SEC and DOJ are focused 
on more organizations than just Och-Ziff: JP Morgan, Goldman Sachs, Blackstone, to name a 
few. 

Chair French directed staff to continue to monitor the situation and keep the Board 
apprised of any developments. 
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4. Action Item: 
a. Approval of the MLP RFP Recommendation 

LeAnne Larranaga-Ruffy, portfolio manager, referred to staffs due diligence report, the 
evaluation committee's recommendation and Cliffwater's memo contained in the Board packets. 

Mr. Feidler described MLP (Master Limited Partnerships) as an asset class. These are 
publicly traded asset classes that operate primarily in the ownership and operation of natural 
resource and energy related assets. There are approximately 100 MLPs trading in the markets. 
MLPs are considered a real asset class and he described the performance characteristics, 
diversification and potential to provide inflation hedging. 

Cliffwater recommends MLPs as a liquid alternative within real assets at 1 percent of 
PERA's total assets. Mr. Feidler said the purpose of the RFP was to find a specialized manager 
for the nuanced MLP class. 

Mr. Logan asked about Cliffwater's recommendation that PERA utilize a separate 
account structure for MLPs. Mr. Feidler said PERA's assets would be managed by a manager, 
and any assets bought by the manager are held directly in PERA's name in a separate account and 
not comingled. 

Mr. Mayfield said he reviewed the materials provided within the packet and in 
accordance with staff, the evaluation committee and the consultant's recommendation, 
introduced the following motion: 

"RESOLVED, that the PERA Board approve Harvest Fund Advisors and Tortoise 
Capital Advisors for MLP investment and commit up to $140 million to Harvest 
Fund Advisors subject to legal review." 

Mr. Logan seconded and the motion passed by unanimous [9-0] voice vote. 

5. Investment Presentations 

PERA has six fixed income managers, stated Ms. Larranaga-Ruffy, two core, three core-
plus and one global. The total fixed income portfolio is $3.6 billion - 26 percent of the total 
fund. 

a. MacKay Shields LLC - Core Fixed Income Manager 
[Exhibit 3: MacKay Shields Performance report] 

Ms. Larranaga-Ruffy said MacKay currently manages $688 million of PERA's money 
which is 18.7 percent of the fixed income composite and 5.9 percent of the total fund. The firm 
was hired in June 2012. 

Steve Buckley, MacKay Shields, discussed the firm's process stating they employ both a 
top-down and bottom-up strategy and are a boutique fixed income money manager. The parent 
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company is New York Life, a AAA rated insurance company. Mac Kay Shields is a long-term 
cycle investor and looks to the Federal Reserve for direction. The bottom-up element is to 
eliminate uncompensated risk. He reviewed the firm's four-step investment process: analysis, 
top down; security assessment, bottom up; sector assessment, bottom up; and risk assessment, 
monitoring. He said the markets are very bifurcated and MacKay is less comfortable with the 
interest rate risk but very comfortable with credit risk. 

Ms. Naranjo-Lopez asked, "if interest rates go up, what are you seeing?" 

Lou Cohen, MacKay Shields, said they expect interest rates to continue to gradually rise. 
Relative to the historical level of interest rates, Mr. Cohen said they did not anticipate 10-year 
treasuries to move much higher than 3 percent to 3.5 percent. However, the two-year treasury 
may have more exposure to a rise in interest rates. He said the portfolio was positioned 
according to that and underweight in the front end of the yield curve with US Treasury futures. 
The duration of the portfolio, mathematical average maturity of it is about one year below that of 
the benchmark. He noted there was full exposure to corporate credit and an underweight to 
interest rate exposure. 

Mr. Cohen said there is a carry cost to the relative duration change - shorting the two-
year treasury costs in terms of yield. As interest rates go up and prices come down the returns are 
weakened. At some point yield will be high enough that the circumstances suggest a favorable 
deal. He reviewed the quality ratings. 

Mr. Cohen said MacKay has provided consistency and year to date they were ahead of the 
benchmark. He said their positioning has done well in the current environment. 

Mr. Jimenez asked what steps the firm was taking to make sure the analysts team is not 
stretched thin across product lines. Mr. Buckley said in the past few years they have hired new 
analysts He noted that he and his senior teammates at the firm have been together for over 20 
years. With a focus on the elimination of uncompensated risk, Buckley said they were not 
looking for new ideas. 

b. Manulife Asset Management (US) LLC - Core Plus Fixed Income 
Manager [Exhibit 4: Manulife Performance Report] 

Ms. Larranaga-Ruffy said Manulife manages $337 million of PERA's assets which is 9.2 
percent of the fixed income composite and 2.9 percent of the total fund. They were hired in 
March 2011. 

Mark Flinn, Manulife, said they have a top-down, bottom-up process which is managed 
on a global scale. That includes global markets, global interest rates and currencies. The process 
is managed to a specific risk portfolio and strategy. Mr. Flinn said high quality markets were 
hurt by the rising interest rate. High quality benchmarks had a lot of exposure to treasuries. 
Rising interest rates depress bond prices. He noted that the sectors that did well were high yield 
bank loans and convertibles. 
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Mr. Flinn said over the past year the portfolio performed well in the rising rate 
environment. The portfolio is targeting approximately 125 basis points over the benchmark and 
he was confident they would reach that. 

Dan Janis, Manulife, said the portfolio manages four different types of risk: interest rate, 
credit, currency and liquidity. He defined the direct and indirect ways in which they manage the 
portfolio. He reviewed the portfolio characteristic changes that have occurred in the high yield 
sector where they reduced the risk of CCCs to zero. Position size is very important in credit and 
no one name in any credit will be bigger than 1.5 percent. 

Mr. Janis reviewed the portfolio holdings and noted that over the last two weeks they 
have seen perspective inflows into emerging market equities which could lead to a better 
environment on some of the emerging market bonds, especially Latin America. He said there 
may be opportunities in Mexico and Brazil. 

Mr. Janis said it is important to know how to buy and sell securities at the right prices. As 
assets grow the Asia, and Latin American emerging market footprints will grow. 

Chair French requested clarification on why Wilshire rated MacKay Shields higher than 
Manulife. Michael Schlachter, Wilshire, explained that ratings are not based on performance and 
rather a forward-looking indicator. He said they manage different things and cannot be 
compared. 

Mr. Grabel said the managers have different benchmarks and different objectives within 
PERA's comprehensive fixed income portfolio. 

C. Appointment of the 2014 Election Committee 

Chair French advised the Board of the appointments that were provided within the Board 
packets as follows: State employees, Janie Tabor, Erlina Roybal, Avelino Gutierrez, Elias 
Gomez, Chris Bulman, and Vince Lithgow; County employee, Eugene Bohl; Non-County 
Municipal employees: Matthew Wheat, Brian Belyeu, Joe Wall; Retired members, Art Encinias, 
Donna Encinias and Mary Frederick. 

No action was necessary on this item. 

D. Executive Director's Report 

Mr. Propst noted a new graph showing active membership at a glance including 
contributions for the month. Also included is upcoming staff travel. Requests for benefit 
estimates and purchase service estimates have increased. 

Mr. Mayfield observed that the retiree table appeared to show a drop in payroll for a few 
months. Staff said they would look into this and report back. 
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Mr. Logan suggested adding to the graph on page 1 the number of retirees that receive 
benefits along with the number of active members contributing to the fund. 

Mr. Reynolds recalled that according to staff 30,000 ballots were mailed to state members 
when he was a candidate for the Board; however, the new graphs depicts state membership at 
22,000. Mr. Propst said he would have staff look into that. 

6. OTHER BUSINESS 

Mr. Jimenez recognized the individuals in the audience who confirmed they were there to 
discuss the change in the service credit provision for part-time employees. He said the decision to 
change the retirement benefits for part- time employees occurred in November 2013. He 
recommended allowing the public to speak to this issue. 

Ms. Naranjo-Lopez said she sent an email to the Board and supports discussing and 
reviewing the situation. She too wanted to hear from the attending public. 

Chair French said she understood the Chair of the Rules & Administration Committee 
was advised of the situation and was prepared to discuss it at the next meeting. Ms. Pittard 
recalled that it would be placed on the April 8th Rules & Administration Committee agenda. 

Mr. Jimenez pointed out that this is the second PERA meeting these part-time employees 
have attended to speak to the Board. He recommended they be given that opportunity. 

Ms. Pittard advised the Board that they could take public comment but were unable to 
take any action. Chair French invited those present to speak. 

Jenny Smith, Department of Health, part-time employee for nine years mentioned her 
previous employment which included placing disabled adults in part-time employment. Packets 
were provided that outlined the part-time employees' situation and request for the rule to be 
reversed. In accordance with the Open Meetings Act, they provided a position paper outlining 
their issues. PERA staff advised them that there are over 600 part-time PERA members who will 
all be affected by the rule change. She did not dispute that rulemaking protocol was followed; 
however, the part-time employees many with disabilities, caring for children, children with 
disabilities, caring for parents, etc. require working fewer hours. Ms. Smith said her job and the 
20 people in the department can only do their work at night and on weekends. She said they are 
in no way taking advantage of the PERA system. 

Ms. Smith said that the 600 PERA part-time employees relied on full-time service credit 
for one year and have worked diligently planning future retirement based on PERA's 
commitment and their reliance to that commitment. 

Ms. Smith said the Board's decision to double the amount of time required for part-time 
workers to retire after July 1st of this year requires additional review, and she added that it makes 
retirement unreachable for many. She suggested the Tier 1 and Tier 2 changes imposed on full-
time employees be considered for part-time employees. 
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Ms. Smith said she had talked to the Rules & Administration Chair and was advised that 
the issue was closed and would not be revisited. 

Becky Hooper, DOH part-time employee, said they don't mean to appear adversarial. 
She said employees have tremendous trust in the PERA Board and agency and while they don't 
dispute that rulemaking protocol was followed the change is not in the interest of a part-time 
employee. 

Chair French thanked those present for showing up. 

Ms. Naranjo Lopez thanked those present who spoke in regards to the change in service 
credit for part-time employees. She advised them that their issue would be going through the 
process to address their concerns and to make the necessary changes so that they can continue to 
receive their benefit that they have earned. 

Mr. Jimenez stated he looked forward to a robust discussion on this issue. 

Mr. Reynolds asked general counsel if PERA can disclose a pension payment. Ms. 
Pittard said member files and retiree files are confidential. The three things can be disclosed to 
the public upon inquiry: pension amounts paid, contributions received and coverage plan that a 
member is contributing under. 

7. ADJOURNMENT 

Having completed the agenda and with no further business to come before the Board, Mr. 
Lewis moved to adjourn. Ms. Naranjo-Lopez seconded and Chair French declared the meeting 
adjourned at 12:00 p.m. 

Attached Exhibits: 
Exhibit 1: Consent Agenda 
Exhibit 2: Board Order 
Exhibit 3: MacKay Shields Performance Report 
Exhibit 4: Manulife Asset Management Performance Report 
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