MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13" Ave S, Fargo
Tuesday, April 29, 2014
1:30 P.M.

Members Present: Ms. Joan Ehrhardt
Mr. Howard Sage
Mr. Mike Sandal
Ms. Arvy Smith
Ms. Kim Wassim
Mr. Thomas Trenbeath

Member Absent: Chairman Strinden

Others Present: Mr. Sparb Collins, NDPERS
Ms. Cheryl Stockert, NDPERS
Ms. Sharon Schiermeister, NDPERS
Ms. Deb Knudsen, NDPERS
Ms. Kathy Allen, NDPERS
Mr. Bryan Reinhardt, NDPERS
Ms. Rebecca Fricke, NDPERS
Ms. MaryJo Steffes, NDPERS
Ms. Jan Murtha, Attorney General’'s Office
Mr. Kevin Schoenborn, BCBSND
Mr. Alan Person

Via Videoconference: Mr. Michael Carlson, BCBSND
Mr. Michael Potts, BCBSND
Ms. Jodi Crouse, BCBSND
Ms. Stacy Duncan, BCBSND
Mr. Jim Wynstra, BCBSND

Acting Chairman Sage called the meeting to order at 1:35 p.m.
MINUTES

Acting Chairman Sage called for any questions or comments regarding the minutes of the
March 20, 2014 Board meeting.
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MR. SANDAL MOVED APPROVAL OF THE MARCH 20, 2014 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MR. TRENBEATH. THE MINUTES
WERE APPROVED.

Acting Chairman Sage called for any questions or comments regarding the minutes of the
April 11, 2014 Board meeting.

MR. TRENBEATH MOVED APPROVAL OF THE APRIL 11, 2014 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MS. WASSIM. THE MINUTES WERE
APPROVED.

RETIREMENT

Job Service Retirement Plan

Mr. Collins advised the Board that should any confidential information be discussed, it
would be necessary to go into Executive Session. Mr. Collins reviewed the issue relating
to the Job Service retirement plan, specifically the level social security option. During an
internal audit, an inconsistency was discovered in the administration of the cost of living
adjustment (COLA) increases relating to this option. Eight members were overpaid
because of the calculation used in the PERSLInk system which did not reduce the
associated COLA increase. Staff presented various options to the Board to address this
issue relating to the overpayment and future administration of the Job Service plan. Ms.
Murtha discussed the Board’s authority relating to the overpayments, indicating that the
Board has the authority to forgive the overpayment if it was through no fault of the
receiving member. Ms. Schiermeister further explained the system enhancements and
other options that staff would take to process future Job Service plan retirements.

MS. EHRHARDT MOVED THAT THE JOB SERVICE PLAN BE ADMINISTERED
CONSISTENT WITH THE NDPERS PLAN. MOTION FAILED DUE TO LACK OF A
SECOND.

The Board continued discussion of this issue.

MR. SANDAL MOVED THAT NDPERS ADMINISTER THE JOB SERVICE
RETIREMENT PLAN USING THE CURRENT METHODOLOGY AND ADJUST THOSE
AFFECTED MEMBER’S MONTHLY RETIREMENTS EFFECTIVE JUNE 1, 2014 BY
THE MONTHLY UNIFORM DIFFERENCE, MONITOR AND PROCESS FUTURE
RETIREMENTS MANUALLY, AND WAIVE THE CURRENT OVERPAYMENTS. THE
MOTION WAS SECONDED BY MR. TRENBEATH.

Ayes: Ms. Smith, Ms. Wassim, Mr. Sandal, Mr. Trenbeath, and Mr. Sage
Nays: Ms. Ehrhardt
Absent: Chairman Strinden

MOTION PASSED
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GASB 67/68

Mr. Collins reported that, as has been previously reported to the Board, the Governmental
Accounting Standards Board issued new standards that change the accounting and
financial reporting of public employee pension plans. These provisions also apply to
TFFR. Mr. Collins reviewed the proposed implementation plan with the Board indicating
that PERS will work closely with TFFR and the State Auditors Office in this effort. The
plan includes three basic tasks which are to: educate participating employers, develop the
necessary information for participating employers, and integrate this effort into the
ongoing operations of the plan going forward. Eide Balilly is proposed to be contracted
with to assist with the training. Segal is proposed to develop the GASB 67 calculations.

MR. TRENBEATH MOVED APPROVAL OF THE IMPLEMENTATION PLAN. THE
MOTION WAS SECONDED BY MS. WASSIM.

The Board discussed this further.

Ayes: Mr. Trenbeath, Ms. Wassim, Ms. Smith, Ms. Ehrhardt, Mr. Sandal, and Mr. Sage
Nays: None
Absent: Chairman Strinden

MOTION PASSED

Job Service Retirement Plan DOL Update

Mr. Collins updated the Board on the issue relating to the Department of Labor’'s (DOL)
continued obligation to pay for any unfunded liabilities. The plan is currently at 119%
funded status. PERS requested documentation from the DOL which they processed
under the Freedom of Information Act. Documents were recently received from DOL and
staff and Jan will be reviewing the information and report back to the Board.

GROUP INSURANCE

Healthy Blue Authorization

Mr. Collins indicated this was in follow-up to discussion at the last meeting. Mr. Carlson
reviewed the updated language in the 2014 Authorization for Release of Information —
Wellness Programs with the Board. There was detailed discussion between BCBSND
and NDPERS with continued concern to protect members’ personal information. The
Board requested BCBS modify this authorization and send the draft to them prior to the
next meeting for final review and approval.

Health Consultant Selection

Mr. Collins reported that PERS received four proposals for a consultant to assist with the
health plan bid. Staff has reviewed and ranked the proposals. Deloitte ranked number 1
and they had the lowest fixed fee price. A standard contract was included in the request
for proposal. Deloitte indicated that if they were selected, they would propose adding
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these services as an addendum to the previous general consulting services contract
which was being updated. Ms. Murtha explained that the vendors had specific concerns
relating to the limitations of liability which is something that the Board cannot negotiate as
it is set by statute.

MS. WASSIM MOVED TO RETAIN DELOITTE AS THE HEALTH PLAN
CONSULTANT. THE MOTION WAS SECONDED BY MR. TRENBEATH.

Ayes: Ms. Smith, Ms. Ehrhardt, Mr. Sandal, Ms. Wassim, Mr. Trenbeath, and Mr. Sage
Nays: None
Absent: Chairman Strinden

MOTION PASSED

Health Plan

Mr. Collins indicated that PERS has not gone out to bid on a self insured basis since 2004
and suggested that we may want to consider unbundling some of the services in the
pricing to determine if it would be more cost effective. Ms. Murtha reviewed statutory
provisions relating to the options available to go out to bid on both a fully and self insured
basis. Before opting for any self insured option, the Board must first evaluate the fully
insured option, and the Board cannot establish a self insured plan unless it is determined
that such a plan is less costly than the lowest bid submitted by a carrier offering a fully
insured option with equivalent contract benefits.

Affordable Care Act Update

Mr. Collins updated the Board on the implementation of the ACA shared responsibility
provisions which become effective January 1, 2015. He indicated this provision is the
responsibility of the employer not PERS. Staff has been working with OMB and Higher
Education and a pilot project group has been established. BCBS will provide information
to the pilot group so they can begin applying these provisions in their agencies. A
statewide meeting for all employer groups has been scheduled for July 10 to provide an
overview of state law changes and the ACA requirements, and the pilot groups will share
their experience in applying these requirements in their agencies. The goal is to make
sure that all participating employers know they are responsible for this and are given the
appropriate information to implement the ACA provisions.

Affordable Care Act Fees

Mr. Collins reviewed the ACA fees that were built into the health insurance bid. These
fees are estimates from the request for proposal for the 2013-2015 biennium bid. BCBS
has two approaches that can be followed, one is the billed approach and the other is the
estimation of fees. Mr. Wynstra indicated that at this time they are only able to estimate
these fees. The Board discussed the best approach for billing these estimated ACA fees.
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MR. SANDAL MOVED THE BILLED APPROACH WHERE BCBSND WILL BILL
NDPERS FOR THE ACTUAL FEES. THE MOTION WAS SECONDED BY MR.
TRENBEATH.

Ayes: Ms. Ehrhardt, Mr. Sandal, Ms. Smith, Mr. Trenbeath, Ms. Wassim, and Mr. Sage
Nays: None
Absent: Chairman Strinden

MOTION PASSED

Long Term Care Insurance

Mr. Collins indicated that during the last couple of years the Board and staff have been
studying the long term care insurance benefits. The PERS Benefits Committee has
recommended that PERS not offer a long term care insurance product that would have a
portion paid by the employer, but rather develop an approach where information about
the product is shared with members. Mr. Collins indicated staff has developed a concept
to add another benefit category called ancillary benefits. The ancillary benefit for long
term care insurance would be the tax credit available to all state employees who are
citizens of North Dakota. He reviewed the action plan with the Board relating to specific
communications with employees. In the future, NDPERS could add similar programs to
this ancillary benefits category. The Board had questions and discussed this concept.

MS. SMITH MOVED APPROVAL OF THE CONCEPT THAT NDPERS INCLUDE LONG
TERM CARE INSURANCE AS AN ANCILLARY PRODUCT AND APPROVED THE
ACTION PLAN. THE MOTION WAS SECONDED BY MS. WASSIM.

Ayes: Ms. Smith, Ms. Ehrhardt, Mr. Sandal, Mr. Trenbeath, Ms. Wassim, and Mr. Sage
Nays: None
Absent: Chairman Strinden

MOTION PASSED

HIPAA Business Associate Agreement with BCBSND

Mr. Collins reviewed the Business Associate Agreement with BCBSND with the Board
stating BCBSND had suggested changes that were reviewed by staff and Legal Counsel.
The Board reviewed their suggestions with staff and legal counsel.

MS. WASSIM MOVED APPROVAL OF THE HIPAA BUSINESS ASSOCIATE
AGREEMENT WITH BCBSND. THE MOTION WAS SECONDED BY MS. SMITH.

Ayes: Mr. Trenbeath, Ms. Smith, Mr. Sandal, Ms. Ehrhardt, Ms. Wassim, and Mr. Sage
Nays: None
Absent: Chairman Strinden

MOTION PASSED



NDPERS Board Meeting
April 29, 2014
Page 6 of 9

Delta Dental Rate Renewal

Ms. Allen reported that Delta Dental submitted a renewal proposal and offered two
options. One was a premium neutral proposal for one year. The second was a 2%
premium increase for two years. Mr. Collins indicated he reviewed this with Deloitte and
they recommended NDPERS negotiate a 1% increase for two years. The Board
discussed and directed staff to negotiate a 1% increase for the two year period with Delta
Dental. Staff will work with Delta Dental and report back to the Board.

House Bill 1443, Diabetes Coalition

Mr. Collins reported that House Bill 1443, which was passed last legislative session,
required collaboration in developing diabetes goals and plans amongst various state
agencies and a report be submitted to legislative management by June 1, 2014. The
Department of Health has taken the lead in developing the report. A draft of the report
which included the PERS section was shared with the Board.

MISCELLANEQOUS

DOMA Update

Ms. Murtha updated the Board relating to the recent IRS guidance for the qualified
retirement plan rules relating to married participants. A question was raised regarding
when do the plan changes need to be made. It was originally indicated to staff that it was
in 2017. This IRS guidance has accelerated the plan to address the issue. Question 8
relates to when is the deadline to adopt a plan amendment. The answer is that in the
case of a governmental plan, any amendment shall be adopted before the close of the
first regular legislative session to end after December 31, 2014 (which is actually the 2015
session). Ms. Murtha indicated that she would recommend PERS retain a tax law
attorney to review this guidance. The areas in question are to explain why and how this
guidance is applicable to the NDPERS plans, to recommend any proposed changes that
would be needed in the plan with specific language, what are the consequences to the
plan participants for failure to make any amendments recommended by the IRS and to
confirm the deadline for making such plan amendments. The most immediate issue
before the Board is to determine what the deadline is and if it has to come before the
2015 legislature. Mr. Collins indicated the main issue is the definition of spouse, how it
would need to change in the retirement plan and how it would apply to the health
insurance, flex comp and deferred compensation plans because of the tax benefit and
qualification. After further discussion, the Board concurred that staff retain tax counsel to
first determine what the effective date is. Mr. Collins indicated that NDPERS would do this
in partnership with TFFR.

Legislative Studies

Mr. Collins shared the latest information on two legislative studies being conducted by the
Government Finance Committee relating to retirement and health insurance premiums.
Relating to the retirement plan, the committee received four proposals and chose Arthur
J. Gallagher & Co. Legislative Council is in the process of drafting a three party contract.
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Mr. Collins reported the contract review process with the Board, Ms. Murtha will review, to
Gallagher for review, back to the Board for review and approval. Mr. Collins suggested
that once the valuation is completed, the Board may want to hear the results of the
valuation directly from Gallagher. The Board concurred.

Mr. Collins indicated that relating to the health insurance premium study, the plan can be
increased up to 5% employee contribution without losing the grandfathered status.

Mr. Collins indicated that in the proposed legislation that was submitted, relating to
temporary employees, the date was extended to 2016. Ms. Murtha indicated that in order
for the proposed bill to match up with the ACA and the actions taken this last interim the
2016 date should be changed to 2015. The Board discussed this provision.

MR. TRENBEATH MOVED TO CHANGE THE DATE IN THE NDPERS
ADMINISTRATIVE BILL RELATING TO TEMPORARY EMPLOYEES UNDER NORTH
DAKOTA CENTURY CODE 54-52.1-03.4 FROM JANUARY 1, 2016 TO JANUARY 1,
2015. THE MOTION WAS SECONDED BY MS. SMITH.

Ayes: Ms. Smith, Mr. Sandal, Ms. Wassim, Ms. Ehrhardt, Mr. Trenbeath, and Mr. Sage
Nays: None
Absent: Chairman Strinden

MOTION PASSED

2013 Annual Report

Ms. Schiermeister reported that the completed 2013 Comprehensive Annual Financial
Report was filed with the Government Finance Officers Association in their Certificate of
Excellence program and is available for viewing on the NDPERS website. An email was
sent to each participating employer notifying them that this report is available
electronically.

PERSLink

Ms. Schiermeister reviewed the accomplishments and challenges with the PERSLink
business system which were also reviewed at the January planning meeting. Since that
time, Sagitec completed an analysis. Three main areas were noted: high volume of
enhancements in a short time frame which has restricted the amount of time available to
review and test as thoroughly as possible, impact analysis and testing have not been
adequate to identify and prevent new issues, and support team was inadequate to
manage the workload. Ms. Schiermeister reported that the improvements were
implemented in January of 2014 where Sagitec has dedicated 2.5 additional developers
to work on a redesign of the Employer Self Service functionality and complete system
refinements in the employer payroll reporting.

Sharon reviewed a plan with the Board to address the backlog of refinements to the
system. Sagitec efforts would be on a fee for service basis and if it was to start this
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biennium a transfer of appropriation authority from the contingency line item to the
operating expense line item would be necessary. If it is decided to begin this effort in the
next biennium, then appropriation authority would be included in the 2015-17 budget.
Staff was seeking direction on what plan the Board would prefer. The Board discussed
this with staff and requested staff to obtain input from ITD staff that was involved in the
project as to the reasonableness of the plan and costs proposed by Sagitec and report
back at a later meeting.

Website Development

Ms. Knudsen reported that at the January Board meeting several options were presented
relating to updating the NDPERS website as well as utilizing various social media. Ms.
Knudsen reviewed the reasons why the website needs a redesign at this time. Staff
consulted with a Segal representative who assisted in defining the project. Segal
indicated it would take an approximate eight months development timeline at an
estimated cost of $63,000 with recommended $11,340 for ongoing support and
maintenance for twelve months after the initial launch. It was noted that state ITD does
not do website design, but staff will consult with them. The proposed action plan was
presented as follows: 1) include the estimated costs in the proposed budget to OMB, 2) in
November, issue a request for proposal to more precisely develop the costs for the
project, which, upon approval of the Governor, will be shared with the legislature, and 3) if
approved by the legislature and Governor, begin project implementation at the beginning
of the 2015-2017 biennium. The Board discussed the proposed action plan.

MR. TRENBEATH MOVED APPROVAL OF THE PROPOSED ACTION PLAN. THE
MOTION WAS SECONDED BY MS. EHRHARDT.

Ayes: Mr. Sandal, Ms. Ehrhardt, Ms. Smith, Ms. Wassim, Mr. Trenbeath, and Mr. Sage
Nays: None
Absent: Chairman Strinden

MOTION PASSED
Personnel Policies

Mr. Allen reviewed the proposed updated personnel policies with the Board and was
seeking approval. The Board had questions and discussed these policies with Ms. Allen.

MR. SANDAL MOVED APPROVAL OF THE NDPERS PERSONNEL POLICIES. THE
MOTION WAS SECONDED BY MS. WASSIM.

Ayes: Ms. Ehrhardt, Mr. Sandal, Ms. Smith, Mr. Trenbeath, Ms. Wassim, and Mr. Sage
Nays: None
Absent: Chairman Strinden

MOTION PASSED
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Executive Director Review

Mr. Collins indicated that it is that time to appoint a committee to coordinate the review. In
the past, the Chairman and two of the Board members comprise the committee and have
made a salary recommendation at the June meeting. Mr. Sandal and Ms. Smith
volunteered to be on the committee. The Board accepted the committee assignments.

Quarterly Consultant Fees
The quarterly consultant report for fees paid for the quarter ending March 31, 2014 was
provided for information.

Audit Committee
The approved December 19, 2013 audit committee minutes and Charter Activity Review
were shared with the Board.

DEFERRED COMPENSATION

Hardship Case 192

Ms. Allen presented detailed information to the Board relating to a deferred compensation
hardship withdrawal request in the amount of $6,000 to cover expenses incurred due to a
pending divorce. The Board discussed this financial hardship request.

MR. TRENBEATH MOVED TO DENY THE FINANCIAL HARDSHIP REQUEST. THE
MOTION WAS SECONDED BY MR. SANDAL.

Ayes: Ms. Ehrhardt, Mr. Sandal, Mr. Trenbeath, and Mr. Sage

Nays: Ms. Smith and Ms. Wassim

Absent: Chairman Strinden

MOTION PASSED

Acting Chairman Sage called for any other business or comments. Hearing none, the
meeting adjourned at 4:35 p.m.

Prepared by,

Cheryl Stockert
Assistant to the Board
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