
 
 
 
 
 
 
 
 
 
 
 
Revised Agenda 
 
I. MINUTES                 
  

A. June 19, 2008 
 
II. GROUP INSURANCE 

A. Medica Presentation – (Information)  
B. Renewal – Sparb (Information)  
C. BCBS Member Satisfaction Survey – BCBS (Information) 
D. HB1433 Update – Sparb (Information) 
E. Medicare Part D – Sparb (Board Action)  
F. Formulary Changes – Sparb (Information)  
G. Surplus/Affordability Update – Bryan (Information)  

 
III. RETIREMENT 

A. Disability – Sparb (Board Action)  
B. Asset Allocation Studies – Sparb (Board Action)  
C. New Employer Update – Kathy (Information)  
D. Member Education Update – Kathy (Information)  

 
IV. MISCELLANEOUS   

A. Legislative Technical Reviews – Sparb (Board Action)  
B. Board Committee Assignment – Sparb (Board Action)  
C. Internal Audit Policies – Jamie (Board Action)  
D. Quarterly Consultant Fees – Jim (Information) 
E. SIB Agenda 
F. Executive Director Review – Jon (Board Action)  

 
 
 
 
 
 
 
Any individual requiring an auxiliary aid or service must contact the NDPERS ADA 
Coordinator at 328-3900, at least 5 business days before the scheduled meeting. 

 
Bismarck Location: 

WSI Boardroom 
1600 East Century Avenue 

Fargo Location: 
WSI Meeting Room 

2601 12th Ave SW

Time: 8:30 AMJuly 17, 2008
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   July 9, 2008   
 
SUBJECT:  Medica Presentation 
 
 
At the Board planning meeting in December we decided to invite various groups in to 
discuss health care in North Dakota.  In May we had the Insurance Department.  This month 
Medica will give us a presentation.  Medica is an insurance company that is expanding its 
coverage into North Dakota and is the second largest health insurance carrier in our state.  
The following information is from their website: 
 

Medica Fact Sheet 
 
Medica is a non-profit corporation that includes a family of businesses: Medica Health Plans, Medica Health Plans 
of Wisconsin, Medica Insurance Company, Medica Self-Insured, Medica Health Management, LLC, and the 
Medica Foundation. Medica has the highest accreditation status, Excellent, from the National Committee for 
Quality Assurance (NCQA©) for its Minnesota Medicaid HMO plans and commercial health plans in Minnesota 
and North Dakota. Medica also has achieved Quality Plus Distinction for Physician and Hospital Quality from the 
NCQA.  
 
History  
Medica was founded by physicians in 1975 as Physicians Health Plan. It was the first open-access health plan in 
the state. In 1991, PHP merged with Share to become Medica. And in 1994, Medica merged with HealthSpan to 
form Allina Health System, an integrated organization offering both health care coverage and medical services. 
Medica became an independent health plan in 2001.  
 
Membership  
Medica provides health coverage to 1.3 million members. Its coverage is available to individuals, employers, third-
party administrators and government programs in Minnesota and select counties in Wisconsin, North Dakota and 
South Dakota.  
 
Provider Network  
Medica's broadest regional provider network includes 27,000 providers at more than 4,000 offices, clinics and 
hospitals in Minnesota, Wisconsin, North Dakota and South Dakota. More than 96% of Minnesota providers 
participate in this network. Medica also offers a health plan with coverage that features access to a large national 
network of nearly 500,000 providers and 5,000 hospitals. In addition, Medica offers several plans that feature 
smaller, cost-efficient networks.  
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Financials  
In 2006, Medica generated $2.4 billion in revenue. Nearly 91 percent of fully insured premium revenue was used 
to pay health care expenses.  
 
 
Community Involvement  
In 2007, Medica employees raised a grand total of $277,345 to support local charities, social services and various 
health initiatives in the community. The Medica Foundation provides funding to community-based initiatives and 
programs that support the needs of Medica’s customers and the greater community by improving their health and 
removing barriers to health care services. In 2006, the Medica Foundation provided $1.5 million in grants to 
community-based and statewide projects that address behavioral health issues, disparities in health care, healthy 
living and health care literacy, prevention and preventive services and support for seniors. Medica Foundation 
Annual Reports are available online.  
 
Medica also partners with several community projects designed to improve the health of all Minnesotans. These 
include:  
 

Minnesota Community Measurement -– organization offering quality comparisons among provider 
groups and clinics Institute for Clinical Systems Improvement –- collaboration of health care 
organizations provides evidence-graded practical guidelines and technology assessment reports  
Minnesota Health Information Exchange – technology partnership that connects doctors, hospitals and 
clinics across health care systems so they can quickly access medical records needed for patient 
treatment during a medical emergency or for delivering routine care 
 

Health Improvement  
Medica offers an integrated approach for employers and members to improve health and manage the costs of 
care. Health improvement programs provide personalized solutions that focus on the whole person, and include a 
comprehensive set of preventive, fitness, employee assistance, disease management and care coordination 
programs.  
 
Number of Medica Employees 
1,150 
 
Company Locations 
 
Headquarters: 
401 Carlson Parkway 
Minnetonka, MN 55305 
 
Fulfillment Center: 
141 Cheshire Lane 
Plymouth, MN 55441 
 
Regional Offices: 
 
Duluth: 
130 W. Superior St. 
Duluth, MN 55802 
 
Fargo: 
1711 Gold Drive South, Suite 210 
Fargo, ND 58103 
 
Sioux Falls: 
110 South Phillips Ave., Suite 200 
Sioux Falls, SD, 57104 
 
St. Cloud / Waite Park: 
878 2nd Street South, Suite 160 
Waite Park, MN 56387
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   July 10, 2008   
 
SUBJECT:  BCBS Renewal 
 
 
Based upon the action of the PERS Board at the last meeting Attachment #1 is the renewal 
letter sent to BCBS.  At the August meeting we will review the information from BCBS and 
GBS.  
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   July 9, 2008   
 
SUBJECT:  BCBS Member Satisfaction Survey 
 
 
Representatives from BCBS will be present at the Board meeting to review the survey 
information.  



NDPERS 
Member Satisfaction Survey

Q2-Overall Satisfaction Rating
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NDPERS 
Member Satisfaction Survey

Q3-Question Answered/Problem Solved
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NDPERS 
Member Satisfaction Survey

Q5a - Time Reasonable to Resolve the Inquiry
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NDPERS 
Member Satisfaction Survey

Q7 -Wait time reasonable to speak to a rep

88
90
92
94
96
98

100

Fe
b-

02

Au
g-

02

Fe
b-

03

Au
g-

03

Fe
b-

04

Au
g-

04

Fe
b-

05

Fe
b-

06

Fe
b-

07

Fe
b-

08

% Responding Yes
Average



NDPERS 
Member Satisfaction Survey

Q9a - Rep sounded like they cared 
about my question or problem
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NDPERS 
Member Satisfaction Survey

Q9b - I was treated with courtesy
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NDPERS 
Member Satisfaction Survey

Q9c - Rep was knowledgeable in
helping me with my question
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NDPERS 
Member Satisfaction Survey

Q9d - Rep answered question
clearly and completely
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NDPERS 
Member Satisfaction Survey

Q9e - Rep completed any follow up
that was promised
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NDPERS 
Member Satisfaction Survey

Q10 - Timely processing of claim
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NDPERS 
Member Satisfaction Survey

Q11 - Understand EOB
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NDPERS 
Member Satisfaction Survey

Q12 - Benefit book meets needs
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   July 10, 2008  
 
SUBJECT:  HB 1433 
 
 
As reported at the last meeting, we began the enrollment for the new diabetes program the 
first part of July.  At this time we have about 150 people signed up for the program.  
Additional mailings will be going out in July and August.   
 
Concerning the RFP for the technical evaluation that you reviewed at the last meeting, we 
received questions from three potential bidders.  Proposals are due July 11th and we will let 
you know how many are received and from whom at the meeting.    
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   July 10, 2008   
 
SUBJECT:  Medicare Part D 
 
 
In the past we have discussed the many challenges that have been encountered with the 
implementation of Medicare Part D Rx.  One in particular is that our plan is a traditional plan 
in that the member signs up for both the medical and Rx coverage.  We do not offer these 
coverages separately.  However, in the marketplace many companies offer stand alone Rx 
Medicare coverage to members and market that coverage.  Also please note that under 
Medicare rules a retiree can only participate in one plan.  If they elect one plan initially and 
then another plan subsequently, the first coverage will be dropped by Medicare when it 
goes through the national system.  Applying this to us it means that some of our retirees 
have mistakenly signed up for subsequent coverage with another Medicare Rx plan when 
they were in ours.  When this information goes through the national system they are 
dropped from our coverage.  Many months later we find out.  This means they are no longer 
eligible for our coverage and not only lose our Rx but also our medical coverage.  When 
contacted, many of the retirees do not want this, did not intend it and of course are very 
concerned with the loss of the medical coverage and its potential financial consequences.  
 
Together with BCBS and development of the national system we are now in a position to 
identify this situation within a couple of months and contact members.  However, we have 
not been in this position until recently.  Consequently, we have a number of members who 
have signed up for subsequent Rx coverage with another carrier for awhile and have been 
in this situation for awhile.  We have now moved them all back to our plan based upon their 
initial election.  However, we have the issue that for some period of time they were paying 
us for Rx coverage and another carrier.  To rectify this situation the member can go back to 
the federal government (CMS) and ask that the previous carrier be dropped retroactively, all 
claims be reprocessed and that the previous carrier reimburse them for the dual coverage 
period.  For our members this is an extremely time consuming and confusing process. A 
second option is for the member to just absorb the loss.  The logic for this is that it was not 
fault of PERS that they enrolled in other coverage and therefore it should be up to them to 



straighten out the situation.  A third option is for us to make a special exception and 
reimburse them for the cost of the Rx coverage with us when they had the alternate 
coverage with the other carrier.  This last method is the cleanest since it is convenient for 
the member, does not involve reprocessing claims, does mean the member has to sit on the 
phone for along time trying to get in touch with CMS and does not mean they have to 
absorb the cost of two coverages.  PERS staff is seeking your approval to reimburse these 
members the cost of the Rx coverage they paid to us when they had alternate coverage.   
 
Board Action Requested 
To approve reimbursing retiree for the cost of the Rx coverage with PERS when they had 
alternate coverage.   
 
Staff Recommendation 
To approve reimbursing retiree the cost of the Rx coverage.   
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   July 10, 2008   
 
SUBJECT:  Disability 
 
 
A benefit issue has arisen that staff needs your guidance on in making a determination. 
 
Background 
 
A PERS member met with the PERS staff to explore applying for a disability benefit on March 28, 
2008.  On April 30, 2008 they terminated employment.  The member applied for disability benefits 
and selected the J&S option on May 27th.  As part of the application they filed their letter from 
Social Security indicating they were approved by them for disability (pursuant to our statute this 
means they are eligible for PERS disability).  PERS processed the application on May 27th.  The 
member was sent the completion notice on May 28th.  The member passed away on June 6th before 
they received their first payment.  The issue is should the spouse get the J&S disability benefit or 
should they get the lower benefit under section 54-52-17(6) NDCC? 
 
North Dakota Century Code and Administrative Rules 
 
NDCC 54-52-01(16) defines "retirement" as the "acceptance of retirement 
benefits...upon...termination of employment". Thus, there needs to be (1) an acceptance of benefits 
and (2) a termination of employment in order for someone to have retired. The attached letters are 
from our former attorney concerning these sections and their applicability to benefits.  Therefore if a 
member does not meet these conditions they have not retired.  If the member has not retired and 
passes away the spouses benefit options are defined in NDCC 54-52-17 (6) which states: 
 

6. If before retiring a member dies after completing three years of eligible employment, 
except for supreme and district court judges, who must have completed five years of 
eligible employment, the board shall pay the member's account balance to the 
member's designated beneficiary as provided in this subsection. If the member has 
designated an alternate beneficiary with the surviving spouse's written consent, the 
board shall pay the member's account balance to the named beneficiary. If the 
member has named more than one primary beneficiary, the board shall pay the 



 2

member's account balance to the named primary beneficiaries in the percentages 
designated by the member or, if the member has not designated a percentage for 
the beneficiaries, in equal percentages. If one or more of the primary beneficiaries 
has predeceased the member, the board shall pay the predeceased beneficiary's 
share to the remaining primary beneficiaries. If there are no remaining primary 
beneficiaries, the board shall pay the member's account balance to the contingent 
beneficiaries in the same manner. If there are no remaining designated 
beneficiaries, the board shall pay the member's account balance to the member's 
estate. If the member has not designated an alternate beneficiary or the surviving 
spouse is the beneficiary, the surviving spouse of the member may select a form of 
payment as follows: 

a. If the member was a supreme or district court judge, the surviving spouse may 
select one of the following optional forms of payment: 

(1) A lump sum payment of the member's retirement account as of the date of death. 
(2) Payments as calculated for the deceased member as if the member was of normal 
retirement age at the date of death, payable until the spouse dies. 

b. The surviving spouse of all other members may select one of the following options: 
(1) A lump sum payment of the member's retirement account as of the date of death. 
(2) Payments for sixty months as calculated for the deceased member as if the 
member was of normal retirement age at the date of death. 
(3) Payment of a monthly retirement benefit equal to fifty percent of the 
deceased member's accrued single life retirement benefits until the 
spouse dies. 
(4) If the member dies on or after the member's normal retirement date, the payment 
of a monthly retirement benefit equal to an amount that would have been paid to the 
surviving spouse if the member had retired on the day of the member's death and had 
selected a one hundred percent joint and survivor annuity, payable until the spouse 
dies. A surviving spouse who received a benefit under this subsection as of July 31, 
1995, is entitled to the higher of that person's existing benefit or the equivalent of the 
accrued benefit available under the one hundred percent joint and survivor provision 
as if the deceased member were of normal retirement age, with the increase payable 
beginning August 1, 1995. 

 
Appling the above to the situation identified above would mean the member had not retired and the 
spouses options would those defined in 54-52-17.6.  In this case the above benefits are smaller then 
the J&S disability benefit.   
 
However in the administrative rules for the disability benefit it states 
 

 
 
Our internal documents state the disability benefit was awarded however the member passed away 
before a letter of award was issued. 
 
Legal Review 
 
Aaron has reviewed the above and concludes that the PERS board has the right to make policy 
relating to the interpretation of the above provisions.   
  
Aaron indicates that  NDCC 54-52-17(6) provides that a member who dies prior to retiring under the 
chapter will only be entitled to elections available under subsection 6.  In order to be considered 
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retired, a member must accept a retirement allowance upon terminating employment (NDCC 54-52-
01(16)).  This process has been established because many members will make various benefit 
elections as they move toward retirement, and this process allows them to change and modify those 
elections as they move toward retirement.  Under the current circumstances, the member terminated 
employment, but did not actually accept or receive any retirement allowance. 
  
Aaron further indicates that upon reviewing the PERS rules, it appears that the board may have 
wanted to treat disability retirement differently than other retirement options.  NDAC 71-02-05-06(5) 
provides "If awarded, the disability annuity is payable on, or retroactive to, the first day of the month 
following the member's termination from covered employment minus any early retirement benefits 
that have been paid."  The Board may want to distinguish this classification based on the fact that, 
unlike all other retirement benefits, a disability benefit is subject to a fact finding determination 
leading to a final decision (or award).  Therefore, the PERS board should make a policy decision, or 
interpretation of its laws, determining whether to interpret the members disability retirement payment 
as accepted at the award stage under NDAC 71-02-05-06(5), or to classify disability retirement 
together with all other retirement payments, subject to NDCC 54-52-17(6), and accepted upon receipt 
of the first retirement payment.   
 
Staff Recommendation 
 
To establish the PERS policy for disabilities to be that the election is valid at the time of the award 
under NDAC 71-02-05-06(5) 
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   July 10, 2008   
 
SUBJECT:  Asset Allocation Studies  
 
 
At the last meeting the Board approved moving forward with asset/liability studies for the 
Job Service retirement plan and the retiree health plan.  Since the last meeting, RIO has 
contacted SEI who did our last studies and they have agreed to do it again at no cost.  We 
had a conference call with them on July 7th and decided to start the studies when the 
actuarial evaluations for this year are complete in October so the most current information 
can be included.  Based upon this schedule the studies should be available for your review 
late this year.  
 
Board Action Requested  
To approve the time line and SEI for the asset liability studies.  
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TO:    NDPERS Board    
 
FROM:   Kathy      
 
DATE:   July 9, 2008   
 
SUBJECT:  New Employer Group Update 
 
 
For your information the following is an accounting of the new employer groups that have 
joined the NDPERS Main System from July 1, 2007 to June 30, 2008. 
 
Department Name        Date of Participation     No. Enrolled 
 
Velva Schools     August 2007      14 
Sheyenne Valley Special Ed   September 2007     33 
Center-Stanton School    October 2007     10 
Oliver County     October 2007     30 
Burleigh County Special Ed   November 2007       2 
City of Fargo      January 2008  320 
City of Jamestown     January 2008     84 
Jamestown Regional Airport   January 2008       5 
New Rockford-Sheyenne School   January 2008     10 
Williams County SCD    January 2008         1 
Pierce County     February 2008         1 
Fargo Parks & Recreation    April 2008       30 
City of Beach      April 2008           4 
 
  Total                   544 
 
Also please note the city of Grand Forks and Grand Forks Public Library is coming on the 
plan July 1, 2008 which will add an additional 200-300 members.   
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TO:    NDPERS Board    
 
FROM:   Kathy      
 
DATE:   July 9, 2008   
 
SUBJECT:  Member Education Services 
 
 
For your information the following is an accounting of the number of members reached 
through education services provided by PERS staff from July 1, 2007 to June 30, 2008. 
 
                Service        No. of Attendees 
 
New Employee Orientation (State)      230 
PEP             90 
On Site Benefit Counseling (OBCS)      337 
Preretirement Education Program (PREP) – Employer Request    96 
TFFR PREP presentations        150 
PREP – PERS sponsored        438 
Fidelity Education Sessions        312 
Retiree Forum         147 
 
   Total                1,800 
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   July 10, 2008   
 
SUBJECT:  Proposed Legislation and Staff Recommendations 
 
 
Attachment #2 is the draft technical reviews from Segal and GBS on the proposed 
legislation.  BCBS is doing the review for Bill #90084.01 and #90124.01 and that information 
will be brought to the PERS meeting.   
 
Attachment #1 is a matrix from PERS staff containing recommended actions on the bills 
based upon the technical valuations completed thusfar.  In October the final technical and 
actuarial reviews will be presented to the Board.  At that time you will have your final review 
of the bills and an opportunity to make any final recommendations.  Please note staff 
recommendations are bolded here and in the attached for your consideration. 
 
In addition to the attached bills, Representative Klemin will be submitting an additional bill 
on behalf of the Judges.  During our benefits planning process which started this last 
October we met several times with the Judges to review with them the status of their plan 
and seek their recommendations for your consideration relating to any benefit 
enhancements.  One topic was offering to North Dakota Judges a Health Care Savings Plan 

similar to that offered to Minnesota Judges.  Attachment #3 is information from Minnesota 
on that plan.  While the Judges were interested in pursuing this program, they wanted to 
review with all the Judges before making a decision and that meeting was this June after 
the date for us to submit a bill.  In June they did discuss it with all the Judges and decided to 
move forward.  Representative Klemin is submitting it on their behalf.  The proposed bill 
would place the responsibility for this employee benefit program with the PERS Board as it 
is in Minnesota.  Since this would be a product that would be bid out, staff does not 
believe that it would affect our workload significantly and would recommend that at 
this point in time PERS take a neutral position on the bill.  
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90033.0300 Senator 

Mathern 
A BILL for an Act to provide for establishment of the 
healthy North Dakota health insurance plan; to 
amend and reenact section 54-52.1-02 of the North 
Dakota Century Code, relating to subgroups under 
the uniform group health insurance plan; to provide 
an effective date; and to provide a continuing 
appropriation.  

PERS remain neutral on the bill at this time subject 
to final Board considerations in October 

90084.0100 Senator 
O’Connell 

A BILL for an Act to create and enact a new section 
to chapter 26.1-36 and a new section to chapter 54-
52.1 of the North Dakota Century Code, relating to 
parity for health insurance coverage of prosthetics.  

PERS remain neutral on the bill at this time subject 
to final Board considerations in October 

90111.0100 PERS A BILL for an Act to create and enact a new 
subsection to section 39-03.1-09 and a new 
subsection to section 54-52-05 of the North Dakota 
Century Code, relating to payment of employee 
contributions under the highway patrolmen’s 
retirement plan and public employees retirement 
system; and to amend and reenact sections 21-10-
01(1), 39-03.1-08.2, 39-03.1-11(8) and (9), 39-03.1-
11.2, 54-52-17(6), (8), and (9), 54-52-17.4(6), 54-
52-28, 54-52.1-03(7), and 54-52.1-03.4 of the North 
Dakota Century Code, relating to membership on 
state investment board, purchase of service credit, 
member benefit options, Internal Revenue Code 
compliance, and board elections under the highway 
patrolmen’s retirement plan and public employees 
retirement system, and participation and employer 
payments under uniform group insurance program. 

Several item have been highlighted in the review: 

1. ITD has estimated the cost of programming the 
enchancements as follows: 

a. Enhanced purchase for the HP system
 $22.500 

b. Enhanced.puchase for PERS 
 $22,500 

c. Graduated Benefit Option HP 
 $27,500 

d. Graduated Benefit Option PERS 
 $27,500 

Since PERS is replacing its existing business system 
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and the new system is schedule to be operational by 
January 2011 the above amount could be saved if the 
effective date of these provision was effective on the 
same date.  This would save adding this functionality 
to the old system for a shout period of time.  Staff 
would recommend modifying the bill to have the 
effective date of these provisions be March 2011 

2. The provision of the bill that provides a graduated 
increase of 1% or 2% in monthly retirement benefits 
may need to be clarified to indicate the frequency of 
the increase (e.g., each year, every two years).  Staff 
would recommend modifying the bill to indicate 
the change would be each year in January 

3. Pursuant to previous action of the board propose a 
change to the automatic distribution provision 

 
90112.0100 PERS A BILL for an Act to create and enact a new 

subsection to section 54-52-17.4 of the North 
Dakota Century Code, relating to purchase of 
service credit under the public employees retirement 
system; to amend and reenact sections 39-03.1-10, 
39-03.1-11(9), 39-03.1-11.3, 54-52-06, 54-52-17.5, 
54-52-17.11, 54-52-17.13, and 54-52.6-09(2) of the 
North Dakota Century Code, relating to employer 
contributions, cost of living adjustments and 
supplemental retiree payments under the highway 
patrolmen’s retirement system and public 
employees retirement system. 
 

The following issues were discussed in the review: 
1. The timeframe for political subdivision elections 

is short 
2. Limiting the time eligible for the subsidized 

purchase to what can be electronically 
determined (from 2000 forward). 

3. The cost of the PEP enhancement is about 
$24,000.  Changing the effective date to after 
implementation of the new business system 
would mean the expense of this change would 
not have to made to the existing system. 

Staff would recommend modifying the bill to have the 
effective date for the PEP enhancement to be March 
of 2011 and limiting the retroactivity of the provision 
to 2000.  
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Based upon action at a previous board meeting we will 
be requesting the addition to this bill of an increase for 
OASIS retirees 

90113.0100 PERS A BILL for an Act to amend and reenact section 54-
52.1-02 of the North Dakota Century Code, relating 
to non-Medicare retiree insurance rates. 
 

No issues 

90114.0100 PERS A BILL for an Act to amend and reenact sections 
54-52.1-03.2(1) and 54-52.1-03.3(2) of the North 
Dakota Century Code, relating to the retiree health 
benefits fund. 

No issues 

90118.0100 Senator 
Lyson 

A BILL for an Act to create and enact a new section 
to chapter 54-52 of the North Dakota Century Code, 
relating to participation by peace officers and 
correctional officers in the defined benefit retirement 
plan; and to amend and reenact sections 54-52-
01(3) and (11), 54-52-05(3), and 54-52-17(3) of the 
North Dakota Century Code, relating to participation 
by peace officers and correctional officers in the 
defined benefit retirement plan.  

PERS remain neutral on the bill at this time subject 
to final Board considerations in October 

90124.0100 Rep. Potter A BILL for an Act to create and enact a new section 
to chapter 54-52.1 of the North Dakota Century 
Code, relating to public employees retirement 
system health insurance coverage of colorectal 
cancer screening; and to provide an expiration date.  

PERS remain neutral on the bill at this time subject 
to final Board considerations in October 

90125.0100 Senator 
Mathern 

A BILL for an Act to create and enact a new 
subsection to section 54-52-04, a new subsection to 
section 54-52.1-01, and five new sections to chapter 
54-52.1 of the North Dakota Century Code, relating 
to the expansion of the uniform group insurance 
program to allow participation by permanent and 
temporary employees of private sector employers 
and by any other individual who is otherwise without 

PERS remain neutral on the bill at this time subject 
to final Board considerations in October with the 
exception of requesting that the Executive Director’s 
assignment to chair the board of the new agency be 
withdrawn.  This request would be made to the bill 
sponsor.  If this bill was approved this would be a full 
time effort.    
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health insurance coverage; to amend and reenact 
section 54-52.1-02 of the North Dakota Century 
Code, relating to subgroups under the uniform group 
insurance program; to provide an appropriation; to 
provide a continuing appropriation; and to provide 
an effective date.  
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What You Need to 
Know About the HCSP
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Health Care Savings Plan

2

What is the Health Care
Savings Plan?
The Health Care Savings Plan (HCSP) is an 
employer-sponsored program that allows 
employees to save money, tax-free, to use upon 
termination of employment to pay for eligible 
health care expenses.

Employees will be able to choose among seven 
different investment options provided by the 
State Board of Investment. Assets in the account 
will accumulate tax-free, and since payouts are 
used for approved health care expenses they will 
remain tax-free.

What legal 
authority exists 
to offer the 
Health Care 
Savings Plan?
Laws of Minnesota 

2001, Chapter 
352.98, authorizes 

Minnesota State 
Retirement System 

(MSRS) to offer this 
program to state employees, as well as all other 
governmental subdivisions. 

MSRS received its private letter ruling 
establishing the HCSP as a tax exempt benefit 
on July 29, 2002.

1-800-657-5757  •  651-296-2761HCSP
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Health Care Savings Plan

2

Who chooses how contributions 
will be made to the Health Care 
Savings Plan?
Employees covered by a bargaining unit:
Amounts to be put into the account must be 
negotiated or agreed to by both the bargaining 
unit and employer and written into the collective 
bargaining agreement or Memorandum of 
Understanding (MOU).

Employees not covered by a bargaining unit:
Amounts to be put into the account must be 
agreed to by the employer and included in a 
written personnel policy.

What type of contributions can 
be made to the plan to receive the 
favorable tax treatment?
Employer Contributions: 
An employer could elect to put a specific 
dollar amount into employees’ accounts, or 
set aside a percentage of employees’ salaries 
into the accounts.

Mandatory Employee Contributions: 
A mandated monthly contribution 
could be required to be set aside in a plan.

Severance Pay: 
Many public employers pay unused vacation or 
sick leave at the time of termination. The policy 
may mandate that all or a portion of this payout 
be put into the plan.

www.msrs.state.mn.us  •  fax 651-297-5238 



3 4

Plan Benefits

How would I benefit from the plan?
The Health Care Savings Plan allows employees 
to set aside money to cover the ever-increasing 
costs of health insurance and out-of-pocket 
expenses after termination of public service. 
While deferred compensation plans or retirement 
accounts provide a tax-deferred benefit, amounts 
paid out are considered taxable income. 
Under the Health Care Savings Plan, amounts 
contributed are tax-free and no taxes are paid on 
amounts to pay health, dental and long-term care 
insurance premiums, as well as, out-of-pocket 
medical expenses.

This tax advantage could 
result in significant 

savings to you and 
your family. For 
example, let’s say 
you are eligible 
for $5,000 in 
severance. If 
paid in cash, after 

subtracting federal, 
state, and FICA 

(social security and 
medicare) taxes, the net 

amount of the payment would 
be approximately $3,000. If that same amount 
was transferred into your Health Care Savings 
Plan, the entire amount of $5,000 would be 
available to provide health care coverage.

What if I die before my account 
is exhausted?
The employee’s spouse and legal dependents 
continue to use the account for health care 
reimbursements and the reimbursements remain 
tax-free. 

1-800-657-5757  •  651-296-2761HCSP



3 4

If the employee has no spouse or dependents, 
the designated beneficiary will continue to 
submit receipts for healthcare expenses. 
However, at this point, the reimbursements 
become taxable income.

How does my employer benefit?
The Health Care Savings Plan allows your 
employer an opportunity to offer a benefit that 
you can use to cover the rising cost of health 
care. Employers are not required to pay FICA 
(7.65%) taxes on amounts contributed to this 
plan. There are no employer participation fees.

What responsibilities does my 
employer have regarding the 
administration of the Health Care 
Savings Plan?
The main responsibility is to determine how 
contributions will be made to the plan and 
making contributions to the plan on behalf of 
eligible employees. MSRS will provide your 
employer with an employer enrollment kit that 
includes instructions to help your employer get 
started. MSRS staff is also available to make 
on-site visits to explain the benefit and help get 
you started.

How do I get started?
Once your employer has agreed to participate, 
MSRS will provide you with an enrollment kit. 
It includes a welcome letter that explains the 
forms and displays your personal identification 
number (PIN). The enrollment forms verify 
your demographic information and allows you 
to designate your investment choices. You may 
request a beneficiary designation form if you have 
no dependents.

www.msrs.state.mn.us  •  fax 651-297-5238 
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How will my assets be invested?
Your money will be invested in the Money 
Market, an interest bearing account, until you 
designate otherwise. You will be able to choose 
among seven different investment options. You 
may change your investment selections once 
per month. You can contribute to as many of the 
seven available investments as you wish. It is 
important to review your investment strategies at 
least once every year. You can do this and change 
your allocations by using your PIN to access your 
account online or by calling us.

The chart above shows the investment options, 
and the annual investment fee charge for each 
investment option.

Will I receive statements?
Yes. You will receive an account statement 
every six months. It will be mailed directly to 
your residence.

Investment Assets

INVESTMENT OPTIONS

ACCOUNT NAME ANNUAL FEE*

* Fees are subject to change.

Potentially Lower
Risk/Reward

Potentially Higher 
Risk/Reward

Growth Share  .19%

International  .28%

Common Stock Index  .02%

Income Share  .01%

Bond Market  .10%

Fixed Interest  .08%

Money Market  .01%

1-800-657-5757  •  651-296-2761HCSP
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What is the cost?
The administrative fees to administer the plan 
are deducted from your account. You will be 
charged 0.15% of your account balance each 
quarter (0.60% per year). For example, if you have 
an account value of $10,000, $15 per quarter will 
be deducted from your account.  The maximum 
annual fee charged on an account will be $140 or 
$35 per quarter. All fees are subject to change.

At what point am I eligible to begin 
receiving amounts to cover medical 
insurance or expenses?
You are eligible to draw from your account under 
any of the following circumstances:

• If you leave employment

• If you retire

• If you are collecting a disability benefit from 
 one of the public pension plans

•  If you are on a medical leave 
(six months or longer)

•  If you are on a leave of absence 
(one year or longer)

How will reimbursements be made?
MSRS will reimburse you directly for your 
out-of-pocket health care expenses. Payments 
will be made to plan participants who submit 
proper claims every week. However, there is 
a $75 minimum reimbursement requirement. 
Submit a claim once you have collected $75, 
or more, worth of receipts. 

MSRS can also set you up on a monthly payment 
schedule for your health insurance premium 
costs. Those monthly reimbursements will 
occur on the last business day of each month.

www.msrs.state.mn.us  •  fax 651-297-5238 
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Reimbursement Treatments

How are reimbursements from 
the Health Care Savings Plan 
treated for tax purposes?
Reimbursements paid from the Health Care 
Savings Plan to cover your health insurance and 
medical expenses will never be taxed. No income 
tax withholding or reporting is required.

However, it is important that you understand that 
this money can only be used to offset health care 
costs or the cost of health insurance, and at no 
time can be accessed for other purposes.

Eligible expenses 
Participants in the Plan 

are using their funds 
to cover a long list 

of eligible health 
care expenses. For 
example, you can 
use the money in 
your account to 

pay for your health 
insurance or dental 

premiums, co-pays and 
deductibles. You can use 

the money to cover eye care expenses (e.g., eye 
exams, contact lenses or contact lense solution). 
You may even use the money in your account to 
cover over-the-counter (OTC) items that don’t 
require a prescription.

Eligible expenses include those expenses which 
are deductible for federal income tax purposes. 
These include expenses related to the diagnosis, 
care, treatment or prevention of disease (see 
examples on pages 9-12). For more examples, see 
IRS Publication 502 which is available from your 
local IRS office.

1-800-657-5757  •  651-296-2761HCSP
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Success of HCSP
Since July 2001, MSRS has been administering 
the HCSP for the benefit of public employees 
throughout the state. The HCSP program 
has been growing steadily and seems to be 
gaining popularity throughout the state. MSRS 
has about 400 employer groups in the HCSP 
and is holding in trust over $60 million in assets.

www.msrs.state.mn.us  •  fax 651-297-5238 
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Reimbursable Health Care Expenses

Your HCSP account may be used to cover 
the cost of  health and dental insurance,  
long-term care insurance, and monthly  
Medicare B premiums. In addition, a list  
of  costs that can be reimbursed is  
shown below:

• Acupuncture and acupressure 
• Air filter prescribed for treatment  
 of  allergies 
• Alcoholism or drug dependency treatment 
 and treatment centers 
• Allergy medicine
• Ambulance 
• Analgesics
• Antacids
• Antibiotics, first aid
• Anti-diarrhea medicine
• Antihistamines
• Anti-inflammatory
• Artificial limbs and teeth 
• Aspirin
• Bandaids/bandages
• Birth control devices (with prescription) 
• Birth control pills 
• Braille books and magazines  
 (to the extent prices exceed prices  
 for regular books and magazines)
• Burn treatments 
• Car (special medical equipment within) 
• Childbirth preparation classes for mother, 
 excluding portion for mother’s coach
• Cold and flu medicine
• Cold/hot packs
• Condoms (with prescription)
• Contact lenses 
• Contact lens solutions/cleaners
• Contraceptives
• Corn/callus removers
• Cough drops
• Crutches

REIMBURSABLE HEALTH CARE EXPENSES • Decongestants
• Dental treatment, including dentures,  
 and orthodontia (braces and retainers)
• Diabetic supplies
• Diaper rash treatment 
• Diathermy
• Digestive aids 
• Drugs which require a prescription  
 to be purchased
• Elastic wraps
• Expectorants
• Eye drops
• Eye examination 
• Eyeglasses 
• Fees to doctors, hospitals, etc. for:  
  Anesthesiologist 
  Chiropodists  
  Chiropractor  
  Christian science practitioners  
  Clinic 
  Dentist  
  Dermatologist 
  Gynecologist  
  Midwife  
  Neurologist 
  Obstetrician  
  Ophthalmologist 
  Optometrist 
  Osteopath, licensed  
  Pediatrician  
  Physical examination  
  Podiatrist  
  Practical nurse  
  Psychiatrist  
  Psychoanalyst (medical care only) 
  Psychologist (medical care only) 
  Sex therapist  
  Surgeon
• First aid kits
• Guide dog and its upkeep
• Hearing aids and batteries
• Hemorrhoid treatments

• Home modification to accommodate 
 handicapped person
• Incontinence Supplies
• Insect bite/sting medicine
• Insurance premiums Medical Dental  
 Long term care
• Iron lung
• Laboratory fees
• Laxatives
• Lip-reading lessons
• Lodging for medical care ($50 per night   
 per person up to $100 per night)
• Massage therapy if  accompanied  
 by doctor’s prescription indicating  
 length of  time needed and number of    
 treatments needed
• Medical supplies
• Medications which require a prescription  
 to be purchased
• Menstrual pain relievers
• Mental institution care  
 (mentally ill person unsafe when left alone)
• Mentally handicapped, special home for 
• Motion sickness medicine
• Muscle/joint pain relievers
• Nasal sinus sprays
• Nicotine patches, gum, lozenges
• Nurses’ expenses and board
• Nursing care
• Nursing home (if  for medical reasons)
• Obstetrical expenses
• Operations and related treatment
• Oral wounds (cold sores)
• Organ donation, organ transplants
• Orthopedic shoes, excess of  costs over  
 normal shoes 
• Oxygen equipment
• Pain relievers
• Pedialyte (dehydration)
• Pregnancy test kits
• Prenatal vitamins (prescribed)

• Psoriasis treatment
• Radial keratotomy
• Reading glasses
• Rental of  medical equipment  
 (see IRS Pub. 502 for guidelines)
• Sanitarium
• Sinus medication
• Skin irritation treatment
• Sunburn treatments
• Special schooling for physically or  
 mentally handicapped 
• Speech therapy
• Spousal or personal insurance premiums
• Sterilization, legal
• Support or corrective devices  
 (such as orthopedic shoes)
• Swimming pool, for treatment of  severe 
 emphysema, bronchitis osteoarthritis, 
 degenerative spinal problems
• Telephone for the deaf
• Television closed caption decoder   
 equipment which displays the audio part   
 of  TV programs for the deaf
• Therapy received as medical treatment
• Thermometers
• Throat lozenges
• Transplant, medical expenses of  donor or 
 prospective donor
• Transportation expenses for essential   
 medical care mileage (plus parking)
• Tuition at special school for  
 the handicapped
• Vaccinations
• Vasectomy
• Visual alert system for deaf  person
• Vitamins which require a prescription  
 to be purchased
• Wart remover products
• Wheelchair
• Wrist/joint supports
• X-rays
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Reimbursable Health Care Expenses

Your HCSP account may be used to cover 
the cost of  health and dental insurance,  
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Medicare B premiums. In addition, a list  
of  costs that can be reimbursed is  
shown below:
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• Support or corrective devices  
 (such as orthopedic shoes)
• Swimming pool, for treatment of  severe 
 emphysema, bronchitis osteoarthritis, 
 degenerative spinal problems
• Telephone for the deaf
• Television closed caption decoder   
 equipment which displays the audio part   
 of  TV programs for the deaf
• Therapy received as medical treatment
• Thermometers
• Throat lozenges
• Transplant, medical expenses of  donor or 
 prospective donor
• Transportation expenses for essential   
 medical care mileage (plus parking)
• Tuition at special school for  
 the handicapped
• Vaccinations
• Vasectomy
• Visual alert system for deaf  person
• Vitamins which require a prescription  
 to be purchased
• Wart remover products
• Wheelchair
• Wrist/joint supports
• X-rays
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Your HCSP account may be used to cover 
the cost of  health and dental insurance,  
long-term care insurance, and monthly  
Medicare B premiums. In addition, a list  
of  costs that can be reimbursed is  
shown below:

• Acupuncture and acupressure 
• Air filter prescribed for treatment  
 of  allergies 
• Alcoholism or drug dependency treatment 
 and treatment centers 
• Allergy medicine
• Ambulance 
• Analgesics
• Antacids
• Antibiotics, first aid
• Anti-diarrhea medicine
• Antihistamines
• Anti-inflammatory
• Artificial limbs and teeth 
• Aspirin
• Bandaids/bandages
• Birth control devices (with prescription) 
• Birth control pills 
• Braille books and magazines  
 (to the extent prices exceed prices  
 for regular books and magazines)
• Burn treatments 
• Car (special medical equipment within) 
• Childbirth preparation classes for mother, 
 excluding portion for mother’s coach
• Cold and flu medicine
• Cold/hot packs
• Condoms (with prescription)
• Contact lenses 
• Contact lens solutions/cleaners
• Contraceptives
• Corn/callus removers
• Cough drops
• Crutches

REIMBURSABLE HEALTH CARE EXPENSES • Decongestants
• Dental treatment, including dentures,  
 and orthodontia (braces and retainers)
• Diabetic supplies
• Diaper rash treatment 
• Diathermy
• Digestive aids 
• Drugs which require a prescription  
 to be purchased
• Elastic wraps
• Expectorants
• Eye drops
• Eye examination 
• Eyeglasses 
• Fees to doctors, hospitals, etc. for:  
  Anesthesiologist 
  Chiropodists  
  Chiropractor  
  Christian science practitioners  
  Clinic 
  Dentist  
  Dermatologist 
  Gynecologist  
  Midwife  
  Neurologist 
  Obstetrician  
  Ophthalmologist 
  Optometrist 
  Osteopath, licensed  
  Pediatrician  
  Physical examination  
  Podiatrist  
  Practical nurse  
  Psychiatrist  
  Psychoanalyst (medical care only) 
  Psychologist (medical care only) 
  Sex therapist  
  Surgeon
• First aid kits
• Guide dog and its upkeep
• Hearing aids and batteries
• Hemorrhoid treatments

• Home modification to accommodate 
 handicapped person
• Incontinence Supplies
• Insect bite/sting medicine
• Insurance premiums Medical Dental  
 Long term care
• Iron lung
• Laboratory fees
• Laxatives
• Lip-reading lessons
• Lodging for medical care ($50 per night   
 per person up to $100 per night)
• Massage therapy if  accompanied  
 by doctor’s prescription indicating  
 length of  time needed and number of    
 treatments needed
• Medical supplies
• Medications which require a prescription  
 to be purchased
• Menstrual pain relievers
• Mental institution care  
 (mentally ill person unsafe when left alone)
• Mentally handicapped, special home for 
• Motion sickness medicine
• Muscle/joint pain relievers
• Nasal sinus sprays
• Nicotine patches, gum, lozenges
• Nurses’ expenses and board
• Nursing care
• Nursing home (if  for medical reasons)
• Obstetrical expenses
• Operations and related treatment
• Oral wounds (cold sores)
• Organ donation, organ transplants
• Orthopedic shoes, excess of  costs over  
 normal shoes 
• Oxygen equipment
• Pain relievers
• Pedialyte (dehydration)
• Pregnancy test kits
• Prenatal vitamins (prescribed)

• Psoriasis treatment
• Radial keratotomy
• Reading glasses
• Rental of  medical equipment  
 (see IRS Pub. 502 for guidelines)
• Sanitarium
• Sinus medication
• Skin irritation treatment
• Sunburn treatments
• Special schooling for physically or  
 mentally handicapped 
• Speech therapy
• Spousal or personal insurance premiums
• Sterilization, legal
• Support or corrective devices  
 (such as orthopedic shoes)
• Swimming pool, for treatment of  severe 
 emphysema, bronchitis osteoarthritis, 
 degenerative spinal problems
• Telephone for the deaf
• Television closed caption decoder   
 equipment which displays the audio part   
 of  TV programs for the deaf
• Therapy received as medical treatment
• Thermometers
• Throat lozenges
• Transplant, medical expenses of  donor or 
 prospective donor
• Transportation expenses for essential   
 medical care mileage (plus parking)
• Tuition at special school for  
 the handicapped
• Vaccinations
• Vasectomy
• Visual alert system for deaf  person
• Vitamins which require a prescription  
 to be purchased
• Wart remover products
• Wheelchair
• Wrist/joint supports
• X-rays
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• Acne treatment
• Antiperspirant
• Any charges incurred outside of   
 plan year even if  paid for during  
 plan year
• Any illegal treatment
• Bleaching of  teeth
• Blemish concealer
• Breast pumps
• Chapsticks
• Cosmetics
• Cosmetic surgery, electrolysis, and  
 hair transplants that are not  
 medically necessary
• Cost of  illegal drugs, even if   
 physician directed
• Cost of  remedial classes for  
 non-handicapped child
• Cotton balls
• Dancing or ballet, even if  recommended  
 by doctor
• Dental floss
• Denture care products
• Deodorant
• Dietary supplements
• Exercise equipment
• Face creams
• Finance charges 
• Funeral expenses
• Hair growth/removal products
• Life insurance
• Marriage counseling
• Maternity clothes
• Meals
• Mouth wash
• Nutritional supplements
• Powder, baby or talcum
• Shampoo
• Skin lotion
• Stop smoking programs for  
 general well-being
• Suntan lotion
• Swabs
• Swimming lessons

NON-REIMBURSABLE HEALTH CARE EXPENSES • Teeth whitening products
• Toothpaste/toothbrushes
• Vitamins and minerals
• Weight reduction program for  
 general well-being

To get answers to frequently asked questions, 
please refer to the MSRS website at 
www.msrs.state.mn.us. The Q&A and other helpful 
information is behind the “Health Care” button.

• Acne treatment
• Chondroitin (arthritis)
• Diaper service (except for special needs)
• Fees for exercise, athletic, or health  
 club membership
• Feminine hygiene
• Fiber supplements
• Glucosamine (arthritis)
• Hormone therapy
• Lactose intolerant pills
• Nasal sprays/strips for snoring
• Orthopedic inserts
• Orthopedic shoes
• Shampoo medicated
• Sunscreen
• St. John’s Wart (depression)
• Weight loss

Remember you can begin to draw from your 
account under the following circumstances: 

• When you terminate your employment.
• When you retire.
• If  you have been on a medical leave for  
 more than six months.
• If  you have been on a authorized leave  
 of  absence for 12 months.
• If  you are collecting a disability from one  
 of  the state-wide pension plans. 

If  you have any additional questions about  
the HCSP, please feel free to call MSRS at  
1-800-657-5757 or 651-296-2761.

REIMBURSABLE HEALTH CARE EXPENSES 
WITH YOUR PHYSICIAN'S NOTE
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Remember you can begin to draw from your 
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• When you terminate your employment.
• When you retire.
• If  you have been on a medical leave for  
 more than six months.
• If  you have been on a authorized leave  
 of  absence for 12 months.
• If  you are collecting a disability from one  
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If  you have any additional questions about  
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   July 9, 2008   
 
SUBJECT:  Board Committee Assignment 
 
The PERS Board has several standing committees comprised of the following Board members: 
 

• Investment Committee: Mr. Sandal, Mr. Leingang, and Mr. Trenbeath (alternate)  
• Audit Committee: Chairman Strinden and Mr. Leingang 
• Benefits Committee:  Ms. Ehrhardt, Ms. Smith, and Mr. Trenbeath 
• Election Committee:  Ms. Ehrhardt, Mr. Leingang, and Mr. Sandal 
• Wellness Committee:  Ms. Smith  

 
We currently have a vacancy on the Investment Committee and the Board needs to consider its 
committee membership. Mr. Trenbeath has been serving as an alternate to this committee. Statute 
requires three members appointed by PERS must be from the elected members to the Board (refer 
below).  
 

 
 
Board Action Requested 
To appoint a Board member to the Investment Committee. 



 
 
 
 

 
 

NORTH DAKOTA PUBLIC EMPLOYEES RETIREMENT SYSTEM 
Internal Audit Division 
Office Memorandum 

 
 
TO: NDPERS Board 
 
FROM:   Jamie Kinsella 
 
DATE:   June 20, 2008 
 
SUBJECT:   Internal Audit Policy 104 
 
 
 
During the May Audit Committee meeting the committee reviewed revisions suggested by the 
Internal Auditor to Internal Audit Policy 104, Independence.  Internal Audit proposed changing 
the policy removing reference to signing a conflict of interest statement, which was not being 
followed consistently.  This step will now be considered a part of planning an audit, which will 
require a review and signature within the planning memo regarding disclosure of any potential 
conflict with independence or objectivity during the audit. 
 
We request that the NDPERS Board review this policy and provide their approval of this 
change.  I have included for your reference the original policy, as well as the revised policy.   
 
Those who attended the meeting are available to answer any questions you may have. 
 
 
 
 
 
 
 
 
 
 
Board Action Requested:  Approve the attached revised Policy #104. 
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INTERNAL AUDIT POLICY 
 

Policy No. 104 

Effective Date:  6/24/93 PUBLIC EMPLOYEES RETIREMENT SYSTEM 
INTERNAL AUDIT POLICY 

Revised:  5/21/08 

Subject:  Independence Policy Page 1 of 2 
 
 
It is the policy of North Dakota Public Employees Retirement System's Internal Audit 
Division that all professional personnel be familiar with and adhere to the independence 
rules, regulations, interpretations, and ruling of the IIA, AICPA, the North Dakota Society of 
CPAs, the North Dakota State Board of Accountancy, Government Auditing Standards issued 
by the Comptroller General of The United States and North Dakota Public Employees 
Retirement System.  In this regard, any transaction, event, or circumstance that would 
impair the internal audit division on an audit is prohibited.  If there are any personal, 
external or organizational impairments to independence, the internal auditor must inform 
the Executive Director and the Audit committee of the situation.  In situations when the 
impairment(s) cannot be resolved the impairment(s) will be reported in the scope section of 
the audit report.  Although not necessarily inclusive of all transactions or events that may 
impair the internal auditor's independence, the following are considered to be prohibited 
transactions: 
 
1. Investments by any professional employee with auditee personal, 
 
2. Borrowings from or loans to an auditee, or auditee's personnel, 
 
3. Accepting cash or gifts from an auditee (with the exception of non-cash token gifts of 

nominal value), and/or 
 
4. Certain family relationships between internal auditors and auditee personnel. 
 
The procedures listed below should be followed to ensure compliance with this policy. 
 
1. Internal auditors are required to sign a statement that acknowledges their familiarity 

with the Internal Audit Division's independence policies and procedures which will be 
made part of every planning memo 

 
2. Internal auditors are required to notify the Executive Director and Audit Committee 

of any potential violation of a prohibited transaction or independence rule as soon as 
they become aware of such a situation.  (If the internal auditor is not sure if a 
transaction, event or circumstance impairs the Internal Audit Division's 
independence, the advice of the Office of the State Auditor's office technical 
specialist, Executive Director, and Audit Committee will be sought.) 

 
 
3. The Internal Audit Division is responsible for resolving questions relating to 

independence matters.  In so doing, the internal auditor should, when necessary 
consult with the IIA, AICPA or the NDSCPA for assistance in interpreting 
independence rules.  Documentation, if any, of the resolution of an independence 
matter is left to the discretion of the internal auditor; however, if written 
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documentation is deemed necessary by the internal auditor, such documentation 
should be filed in the auditee's permanent file and the Internal Audit Division's 
independence file. 

 
4. In regards to organizational impairments to independence, the Internal Audit 

Division's professional personnel must have independence to fulfill a professional 
obligation, to render a free, unbiased, unrestricted opinion, and to report matters as 
they are.  In accomplishing these activities, the internal auditor is authorized to have 
full, free, and unrestricted access to all agency functions, records, property, 
personnel, and the board.  The Internal Audit Division will report administratively to 
the Executive Director, and functionally to the Audit Committee. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Submitted by: Jamie Kinsella 
   
Approved by:  NDPERS Audit Committee 
  
Date:     May 21, 2008 
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INTERNAL AUDIT POLICY 
 

Policy No. 104 

Effective Date:  6/24/93 PUBLIC EMPLOYEES RETIREMENT SYSTEM 
INTERNAL AUDIT POLICY 

Revised:  10/19/00 

Subject:  Independence Policy Page 1 of 4 
 
 
It is the policy of North Dakota Public Employees Retirement System's Internal Audit 
Division that all professional personnel be familiar with and adhere to the independence 
rules, regulations, interpretations, and ruling of the IIA, AICPA, the North Dakota Society of 
CPAs, the North Dakota State Board of Accountancy, Government Auditing Standards issued 
by the Comptroller General of The United States and North Dakota Public Employees 
Retirement System.  In this regard, any transaction, event, or circumstance that would 
impair the internal audit division on an audit is prohibited.  If there are any personal, 
external or organizational impairments to independence, the internal auditor must inform 
the Executive Director and the Audit committee of the situation.  In situations when the 
impairment(s) cannot be resolved the impairment(s) will be reported in the scope section of 
the audit report.  Although not necessarily inclusive of all transactions or events that may 
impair the internal auditor's independence, the following are considered to be prohibited 
transactions: 
 
1. Investments by any professional employee with auditee personal, 
 
2. Borrowings from or loans to an auditee, or auditee's personnel, 
 
3. Accepting cash or gifts from an auditee (with the exception of non-cash token gifts of 

nominal value), and/or 
 
4. Certain family relationships between internal auditors and auditee personnel. 
 
The procedures listed below should be followed to ensure compliance with this policy. 
 
1. Internal auditors are required to sign a conflict of interest statement when hired, and 

annually thereafter, that acknowledges their familiarity with the Internal Audit 
Division's independence policies and procedures.  Additionally, an independence 
statement will be made part of every planning memo.  This statement must be 
signed by the internal auditor (see Exhibit I and II). 

 
2. Internal auditors are required to notify the Executive Director and Audit Committee 

of any potential violation of a prohibited transaction or independence rule as soon as 
they become aware of such a situation.  To acknowledge that responsibility, internal 
auditors are required when hired, and annually thereafter, to sign a conflict of 
interest statement and to list situations they know of that could impair the Internal 
Audit Division's independence.  (If the internal auditor is not sure if a transaction, 
event or circumstance impairs the Internal Audit Division's independence, the advice 
of the Office of the State Auditor's office technical specialist, Executive Director, and 
Audit Committee will be sought.) 
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3. The Internal Audit Division is responsible for resolving questions relating to 
independence matters.  In so doing, the internal auditor should, when necessary 
consult with the IIA, AICPA or the NDSCPA for assistance in interpreting 
independence rules.  Documentation, if any, of the resolution of an independence 
matter is left to the discretion of the internal auditor; however, if written 
documentation is deemed necessary by the internal auditor, such documentation 
should be filed in the auditee's permanent file and the Internal Audit Division's 
independence file. 

 
4. In regards to organizational impairments to independence, the Internal Audit 

Division's professional personnel must have independence to fulfill a professional 
obligation, to render a free, unbiased, unrestricted opinion, and to report matters as 
they are.  In accomplishing these activities, the internal auditor is authorized to have 
full, free, and unrestricted access to all agency functions, records, property, 
personnel, and the board.  The Internal Audit Division will report administratively to 
the Executive Director, and functionally to the Audit Committee. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Submitted by: Jamie Kinsella 
   
Approved by:  NDPERS Audit Committee 
  
Date:     October 19, 2000 
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EXHIBIT I 
 

CONFLICT OF INTEREST STATEMENT 
 

I am familiar with, and have read the policies and procedures relating to independence and 
conflict of interest. 
 
While outside employment is not prohibited, I understand that any accounting or auditing 
related employment must be approved in writing, in advance, by the Executive Director and 
Audit Committee.  I am also aware that such outside employment should not: 
 

3 Interfere with the performance of my assigned job duties. 
 

3 Be conducted through use of state time, equipment or facilities. 
 

3 Involve persons or situations that may give the appearance of a conflict of 
interest. 

 
I have listed below any outside accounting or auditing related employment I am engaged in, 
and any conflicts or interest I have in relation to my position with the North Dakota Public 
Employee's Retirement System. 
 
I will notify the audit managers or division directors immediately, in writing, of any changes 
in the future. 
 
______  No conflicts. 
________________________________________________________________________ 
 
________________________________________________________________________ 
 
________________________________________________________________________ 
 
________________________________________________________________________ 
 
 
 
Signature ________________________________________ Date _________________ 
  Auditor 
 
Signature ________________________________________ Date _________________ 
  Executive Director 
 
Signature ________________________________________ Date _________________ 
  Audit Committee Member 
 
Signature ________________________________________ Date _________________ 
  Audit Committee Member 
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EXHIBIT II 
 

STATEMENT OF INDEPENDENCE 
 
I have reviewed Chapter three, paragraphs 11 through 15, of Government Auditing 
Standards (the "Yellow Book") issued by the Comptroller General of the United States.  The 
second general standard for government auditing is: 
 

In all matters relating to the audit work, the audit organization and the 
individual auditors, whether government or public, should be free from 
personal and external impairments to independence, should be 
organizationally independent and should maintain an independent attitude 
and appearance. 

 
I have reviewed the General and Specific Standards for the Professional practice of Internal 
Auditing Chapters 100 through 120.  The general standard for internal auditor's 
independence is: 

 
Internal auditors should be independent of the activities they audit. 

 
This independence is achieved through organizational status and objectivity. 
 
In my opinion, my participating in this audit meets these independence standards. 
 
 
Name _________________________________ 
 
Date __________________ 
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