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New Hampshire Retirement System Keeps Its Promises

A Message from Executive Director Dick Ingram

(Concord, NH) The New Hampshire Retirement System (NHRS, “t&teSn”) is a promise keeper. Our role is
that of a fiduciary — administering the retireméenefit commitments made by our participating eygits to

their employees who are our members — accorditigetplan provisions as enacted by the State Legisla

NHRS, like public pension funds throughout the oxatis experiencing challenges during these velaiionomic
times. The System is not immune to difficult finericmarkets and public scrutiny about increasedscts
taxpayers. NHRS leadership acknowledges the mghadncerns about the rise in employer contributadas
and the System’s ability to pay future benefits. Wférm that a combination of strong governancejnsb
fiduciary practices, and appropriate public poheyl ensure the continuing viability of the SystenThat will
require collaboration between NHRS and its stal@drslincluding itsnembers and participating employers, the

state and local policy-makers, and taxpayers.

NHRS is financially supported by member contribngipemployer contributions, and net investmentnstu The
NHRS Board of Trustees must ensure that actuarsaiynd contributions are established, that emplayet
member contributions are prudently invested for eékelusive benefit of active and retired memberd #reir
beneficiaries, and that NHRS fairly administers phevisions of the plan.

Many important improvements have been implementedreicent years. Better governance including the
development of board committees, implementatiorsamind and generally accepted accounting and aakuari

practices, and emphasis on transparency in govegnare some of the steps that have been takenstoeen
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prudent management of NHRS trust fund assets.denteyears NHRS has adopted more mainstream, sthnda
practices, including smoothing investment gains lasdes over a five year period in order to danmtpeneffect
of market volatility on the employer contributioates. Legislation was enacted to require NHRSst the
entry-age normal actuarial cost method and a 30amartization of the unfunded actuarial accruadility. The
employer contribution rates recommended for Fis¢éahrs 2012 and 2013 were developed using these

mainstream practices.

Prior to the changes, the actuarial methodologyaarmdunting practices used by the System pursaogmevious
law and policiesled to overstating the funding status of the trudgyeloping artificially low employer
contribution rates, and generating a weak funditagus as we headed into the current economic dewntu
NHRS and its stakeholders are experiencing the étnpiathose decisions, and we cannot allow historsepeat

itself.

The NHRS Board of Trustees continues to work closeth its actuary and investment consultant toueashat
trust fund assets are managed properly in orderetet benefit obligations. For example, NHRS isdtmting an
asset/liability modeling study and later in 2010ll wonduct a five-year experience study. The tkahbility
modeling is designed to determine the appropridfdeation of assets among investment classes t¢ thedong-
term financial obligations of NHRS. The actuasasumptions will be reviewed to make sure theyeasonable
and appropriate. Changes, if any, to the assetalbn targets and ranges will be thoroughly nee by the
System’s Independent Investment Committee befose reanommendation is made to the NHRS Board of

Trustees.

Prudent investment strategies based on long-tesciptine and adequate contributions will advanae ling-
term viability of the System. It is important tote that good investment performance is not thg fadtor that
impacts funding levels and System costs. Thosebeusrare also affected by legislative policy @naployers’
negotiations with their employees that determinenpensation, benefits, provisions regarding workeraft
retirement, and other factors. Those decisions laavanpact on the System’s liabilities, which, inrt, affect

employers’ rates.

NHRS should be recognized as one of New Hampshiaegest “home grown” financial institutions, andro
annual “payroll” of benefits paid to retirees is@lone of the state’s largest. As such, the mestthat the
System implements must reflect the importance aemghct it has on the state’s economy and its cisizéFhat is

the commitment we intend to keep.

###

NH Retirement System
Page 2 of 2



