





North Dakota Sparb Collins

Public Employees Retirement System Executive Director
400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

Memorandum

TO: PERS Board
FROM: Sparb

DATE: April 10, 2008
SUBJECT: GBS Renewal

It is time for us to consider our renewal with GBS. If we continue with them this would be
last of our renewals before going to a general bid in two years. The maijor efforts we have

coming up in the group insurance area in the next two years are:

1. Our renewal with BCBS. We rely on our group insurance consultant to review the
proposed renewal and advise you as to its reasonableness based upon the
underlying claims history. Given some of the initial indications we have had from
BCBS this could be a controversial renewal in terms of the cost.

2. Review of the proposed legislation. As with last session it is possible that proposals
may emerge to expand the membership in the PERS plan to the private sector. Last
year Wisconsin considered such an initiative. If proposals are again submitted and if
they mirror the previous one or the Wisconsin proposal it could also become very
controversial. It is my understanding it did in Wisconsin and was one of the last bills
decided by their legislature.

3. Consulting and assistance with OPEB. This is the new liability that the Governmental
Accounting Standards Board requires employers to report on their financial

statements. As we discussed we have an implicit liability that is not funded. Our



proposed legislation will highlight this with our proposed increase in this liability. This
will likely raise many questions and increase the visibility of this issue.

4. General consulting services relating to the dental, life, LTC and health plans.

As we look back on our relationship with GBS we find the firm has demonstrated some
strong attributes including:
1. They are very responsive, calls are returned promptly, information is sent timely and
they are generally good to work with.
2. Their fees are very reasonable and they are careful in the number of hours they
expend.
3. The lead consultant is very responsive and good to work with.
4. GBS has 4 years experience working with us.
5. They have done a very good job on our bid spec and product reviews for the

insurance products.

Some areas that have been more challenging:

1. GBS does not directly employ the health actuaries, they employ another firm called
APEX. Consequently we do not have an actuary directly assigned to us on a regular
basis.

2. During the Medicare Part D project we transferred the work from GBS to Segal since
they seemed to have a more comprehensive understanding of the requirements.

3. The review they did for the last renewal was adequate however it did not have a lot of
depth.

4. While they did the initial estimate of the liability for the OPEB they have had difficulty
giving us written advice on how the liability should be reported and the implications of
limiting the liability by having an expiration date on the legislation. Consequently |
have also had Segal and GRS working on the issue. GRS has responded in writing

with specific advice.

Based upon the above some observations stand out:



1. GBS’s work with us has demonstrated strengths in the area of vendor bids and
analysis.

2. GBS has four years experience with us.

3. PERS may be facing some very visible and challenging issues in the next year in
areas that have not been strength for GRS (health renewal & OPEB). All of these

areas involve actuarial work.

In considering the renewal with GBS and our review of their strengths/weaknesses the

following options are available:

1. Renew with GBS and have them do all the group insurance in the next two years as
in the past
2. Not renew with GBS and go to bid
3. Renew with GBS for our general consulting for the next two years but consider
bidding out certain specific efforts such as the bid renewal, OPEB and certain specific
legislative reviews (such as opening up PERS).
Staff will be considering these options and will bring a recommendation to the board

meeting for your consideration.

Board Action Requested

To determine how to proceed with the GBS renewal.



North Dakota Sparb Collins
Public Employees Retirement System Executive Director
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Memorandum

TO: PERS Board

FROM: Sparb

DATE: April 9, 2008

SUBJECT: HB 1433 Implementation

Attached is an implementation grid for HB1433. The grid identifies each of the major work
areas, decisions relating to each, implementation date and responsible party. | will review
this with you at the meeting and each of the decisions that have been made to date. | am
seeking your concurrence with those decisions and the direction to date. If there are areas
you would like to pursue differently, we can build those into the plan. Several items | would

like to point out:

1. At this time the incentive for the program would be to waive the copayment. As you
will note, this is what was talked about in the legislative considerations of the bill and
is consistent with the expected expenditures that we discussed when the bill was
being considered.

2. We were not able to work getting the copayment waived at point of service; therefore,
we will need to retrospectively reimburse the member. Should this be added to the
health plan in the future, then we will be able to do point of service.

3. We are behind schedule in hiring the consultant to monitor the program. | will send
an RFP in the near future when some of the details are finalized.

4. Our goal is still to go live with the project on July 1. This means enroliment will begin

in June.



HB 1433 Implementation

Discussion

Decision

Implementation

Responsible

Date

Party

Incentive Payment | Differing options have been discussed including: July 1, 2008 NDPA
1) Waive copay at POS (point of sale) subject to
2) Apply copay , make retroactive payment to | It was decided that | concurrence by
member the most achievable | PERS Board
3) Annual retroactive lump sum payment method was option
See attachment #1 for the full discussion of the #2.
method and the pro’s/cons of each
Still to be determined is how often the payments
should be made, process and file layout.
Incentives scope BCBS provided information on the cost of the It was decided to July 1, 2008 PERS Decision
drugs by class and indicated from an administrative | use classes for the | subject to
standpoint this would be the most efficient way to | incentives. Alsoto | concurrence by
administer Three classes were covered:: limit it to Diabetic | PERS Board

Diabetic
Medications
ACE/ARB
Statin

See attachment #2.
It was also discussed if secondary coverage or
adjustments should be a part of the program

medications and
ACE/ARB

Decision was to
include drug card
coverage only

Promotion

At the Feb28 meeting PERS asked if BCBS could
assist with the promotion of this project as was
done for the smoking cessation program. At the

It was decided to
have BCBS provide
assistance, focus

Develop plan in
April, develop
material in May

BCBS




Discussion

Decision

Implementation

Date

Responsible

March 17 meeting it was agreed that BCBS would
have a proposal ready by March 26 and
PERS/BCBS would review it in a conference call
on March 27. Attachment #3 is the proposal.

the promotion to
those with a
diabetes diagnosis,
and add a mailing.
Much easier to
handle, cuts down
on phone calls and
such. This would be
supplemented with
emails.

and start
campaign
subject to
concurrence by
PERS Board

Party

Part of the group At the Feb 28 meeting it was discussed if the Given the Done subject to
insurance plan or | project was part of the group insurance plan or timeframes it was concurrence by
separate separate like the smoking cessation program. It decided that this PERS Board
was noted that given the timeframe and the would not a part of
requirements it would be difficult to add it to the the group insurance
plan since approvals would need to be obtained plan
from the Insurance Department, changes made to
the Certificate of Insurance and mailings would
need to go to all the members. The most
expeditious method would be to do this the same as
the smoking program and if continued then add it
to the plan
List of eligible It was discussed at the March 17 meeting that a list | PERS would May BCBS
of eligibles would be necessary. The question was | provide the list to
if BCBS would provide the list to NDPHA or if the NDPA. BCBS
PERS should would give the list
to PERS.
Eligibility It was discussed who should be eligible. It was It was decided that | Done subjectto | NDPA

noted that it would be difficult if not impossible to

at this point it

concurrence by




Discussion

Decision

Implementation
Date

Responsible

Party

program and
project coordinator

a clinical coordinator

get reimbursement information for Medicare Part | would be all PERS Board
D members. members who are
on the PERS Rx
program. This
would exclude
Medicare Part D
members
Compliance Mike Mullen is working on his draft findings relating to Review in April PERS
HIPAA. When the vender is on board, the NDPA will
work out any BAA's if needed.
MOU It was discussed if MOU’s would be necessary for | Review in the
any of all of the parties. weeks to come
Retaining a vendor | Since the program is outside the plan we need to April NDPA
to reimburse retain a separate vendor to reimburse the member
copayments copays
Retain vendor for | NDPA is retaining the vendor for the program and April NDPA

Weekly Meeting

It was discussed at the March 17 meeting that
weekly meeting should be planned

Agreed




Rx DM Project Options for Incentives

HB 1433 — Diabetes Disease Management administered by Pharmacists; incentives are required
for the member for participation in the pharmacist’'s disease management program.

This program is being operated outside the group health plan. This means that the
member’s Rx claim history must not be changed or altered for rating and reporting
purposes.

In addition, since the program is outside the health plan, there was no consideration of
administration fees required for developing and maintaining this program. Providing services
already developed (as in rosters of eligible members, claims activity for eligible members and so
on) could and would be done for this project. Anything requiring system changes would require a
cost estimate and possible reimbursement of expenses.

In prior conversations, it was outlined that the pharmacist’'s vender could issue checks based on
output files from either data in their system or from BCBSND.

Incentive options include:

1) Waive RX copays at “point of sale” (POS) for members identified as going through the
program. This option requires process changes for PTI and BCBSND. It has been determined
that Prime can process the waiving of cost share. They would need to manually add a PA (Prior
Authorization) code to each eligible member, which tells the system to waive copays. A system
enhancement would also be needed to bill back PERS for the waived dollars (or somehow take
from reserve account) and to update

member history to reflect the Wave sl Re-Process
appropriate cost share. Since this POS Claim
program is outside the health plan, Allowed Charge $ 10000 $  100.00

member’s Rx history should show actual

o . : Copayment Formulary Drug $ - $ 20.00
activity for rating and reporting
purposes. Allowed Charge before Coinsurance $ 100.00 $ 80.00
Coinsurance  (25% Coinsurance) $ 25.00 $ 20.00
Refer to the example. This shows where
Plan Payment $ 75.00 $ 60.00

the differences are comparing the
proposed Waiving of copays at POS and Member Responsibility $ 25.00 $ 40.00
what the claims system should show

after re-processing. The net difference

is $15, member liable. Re-Process Claims:

During the claims upload to BCBSND history, Prime file shows
member paid $25. The first $20 will go to Formulary Brand
Pros to waiving copay at POS: copay.

That leaves $5 (of the member paid $25) that would go to
coinsurance.

Member pays $25 at POS

Assuming the pharmacist alerts the System would show the member is short $15 for coinsurance.
member, savings to the member is '
realized at POS. Quespon:

Where to get the $15?

Cons to waiving copay at POS: Bill the member?

Adjust the formulary coinsurance maximum?

Member still realizes a payment to

. . A ther i ?
pharmacist for coinsurance. fy orner 1ssues

BCBSND system changes are needed to re-process claims to reflect what plan and member
responsibilities actually are.



Prime would need to add PA code to eligible members (Manual process).

Once re-processing of claims is complete, there will be a balance due. How to balance the claim
record? Apply PERS reserve dollars to claim record liability to balance? This would also require
system changes.

Affect on EOB (explanation of benefits). Not sure what impact might be for flex benefits.

If we were to make changes to allow waiving of the copay at POS, and all of the system changes
were made to allow this to happen, then the change would be considered inside the health plan.
This brings an entire wave of issues and processes. We would need to set up a new product for
this program, new SPD, filed with Insurance Department, new ID cards for eligible members and
a multitude of other activities. All this takes time; we know how long a renewal takes when
changes like this occur.

Contract with Prime and/or pharmacies might be affected.
All system changes would be charged to PERS.

Very complex option. The cost to implement the system changes and implementing as a new
product (outside the health plan) is difficult to assemble in a short timeframe. Any cost to PERS
for this implementation reduces the number of people the program could serve. Based on the
complexities of this option, it's expected cost to implement would be significant.

2) Provide a lump sum payment after SUCCESSFULLY completing the program. This would
involve tracking copayments and claims activity for eligible members during their course of care.
Once the determination has been made if a member has completed the program successfully,
then reimburse members for the actual amount of copays.

A variation of this option is to reimburse members a predetermined amount (say $100 or $150 or
so) for SUCCESSFUL completion of the program. This way the number of copayment variable is
removed from the picture. You know how many people can be served and roughly how many
people will successfully complete the program. Easier to budget, maybe?

3) Another option would be to retrospectively reimburse (cut checks to) members for copayment
amounts. Retrospective reimbursement could be done monthly or quarterly.

Not knowing the capabilities of the pharmacist’s vender, but could their vender accommodate the
reimbursing of incentive dollars? BCBSND could provide a file of copays incurred by eligible
member, checks cut based on this information. This file would also be used to determine
reimbursement from the PERS reserve account for Finance(?).

This option is ideal (vender to cut checks) as this limits BCBSND involvement to file production.
Reminder, BCBSND does not receive admin for any services at this time. Production of data files
for member eligibility and copay reimbursement would be done at no charge. Anything requiring
significant system changes would be estimated and become PERS liable.



Pros:
Member would receive a check in hand, after paying their coinsurance at POS.
If vender makes payment to member, this provides minimal involvement by BCBSND.

At time of file generation by BCBSND, fund transfer from PERS reserve account can be done.
Process would work smoothly.

Least complex option.
Cons:

Added responsibility for the vender (already being paid to administer the program).



North Dakota Public Employee Retirement System
Service Dates 1/1/2007 through 12/31/2007

Table 1. Total Copayments for Formulary Medications by Therapeutic Class (N=2,440)*

Drug Class Total Copay Range Total Copay Amount  Average Total Copayment

Diabetic Medications $0-$810 $202,354 $82.93
ACE/ARB $0-$260 $70,499 $28.89
Statin $0-$420 $58,177 $23.84
Total $0-$875 $331,030 $135.66

* Members had a professional claim with a diagnosis of diabetes from 2006-2007 and drug coverage in January 2008

Table 2. Distribution of Per Member Total Copayment for Diabetic Medications*

Copay Range Members Percent Cumulative Percent
$0 805 33% 33%
$1-$50 612 25% 58%
$51-$100 321 13% 71%
$101-$150 194 8% 80%
$151-$300 350 14% 94%
Over $300 158 7% 100%
Total 2,440 100%

*Diabetic medications include oral hypoglycemics and insulin listed on the drug formulary

Table 3. Distribution of Per Member Total Copayments for Diabetic, ACE/ARB & Statin Medications

Copy Range Members Percent Cumulative Percent
$0 490 20% 20%
$1-$50 448 18% 38%
$51-$100 387 16% 54%
$101-$150 299 12% 67%
$151-$300 477 20% 86%
Over $300 339 14% 100%

Total 2,440 100%




NDPERS Rx Pharmacy Initiative — Promotional Campaign

Design Preparation and Artwork Search:

Poster: 18” x 22” full color — layout and setup

Post Card: 47 x 6" full color two sided layout

EOB Stuffer: 3.5”x 8.5” full color one sided

$

Graphics: 4 hours @ $74.64/hr = $298.56

Graphics: 3 hours @ $74.64/hr = $223.92
Printing (1,000): @ $.48 each = $480.00
Mailing (all 1,000): Freight = $185.00

Graphics: 4 hours @ $74.64/hr = $298.56
Printing (3,000): @ $.105/each = $315.00
Printing (6,000): @ $.07/each = $420.00
Printing (18,000):@ $.055/each = $990.00

Mailing (3,000): @ $.135/each = $405.00
Mailing (6,000): @ $.130/each = $780.00
Mailing (18,000):@ $.115/each = $2070.00

**Mailing includes (handling, sorting, inkjetting

& preparing files)

Postage est. (3000) @ $.19/ea = $570.00
Postage est. (6000) @ $.19/ea = $1140.00
Postage est. (18,000) @ $.19/ea = $3420

Graphics: 3 hours @ $74.64/hr = $223.92
Printing (43,000): @ $.025/ea = $1075.00



Consulting Servises Unit
- 4510 13th Avenue South
Fargo, North Dakola 581210001

BlueCross BlueShield
of North Dakota

An independlent licensee of the (701) 2821444
Biue Cross & Blue Shield Assoeiation

Memorandum
TO: Sparb Collins, NDPERS
FROM: Larry Brooks, BCBSND

DATE: April 9, 2008

SUBJECT: Pharmacy Program — Define Medications

During the past few weeks, we have had many implementation meetings regarding disease the
management program outlined in HB 1433. For this project, it was determined there will be two (2)
classes of drugs where copayments will be reimbursed to the member. The two classes are diabetic
medications and ACE/ARB drugs; approved by Mike Schwab and Dave Olig.

The following are how diabetic medications and ACE/ARB drugs are identified:
¢ Antidiabetics (Medi-Span GPI 270000%*)

ACE Inhibitors (Medi-Span GPI 361000*)

Angiotensin Il Receptor Antagonist (Medi-Span GPI 361500%)

ACE Inhibitor & Calcium Blockers (Medi-Span GPI 369915%)

ACE Inhibitor & Thiazides (Medi-Span GPI 369918%)

Angiotensin Il Receptor Antagonists & Thiazides (Medi-Span GPI 369940%)

For copayment reimbursement to members, the drugs listed above must be on the formulary list.

If you have any questions, please let me know.

29308553 Nofidian Mutual Insurance Corapany {207 1) 4307




North Dakota Sparb Collins
Public Employees Retirement System Executive Director
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Memorandum

TO: NDPERS Board

FROM: Kathy

DATE: April 9, 2008

SUBJECT: Prudential Renewal — Group Life Plan

At the March meeting, the Board approved the renewal proposal submitted by Prudential.
The proposal included a 15% rate reduction for the employee supplemental rates and a
12% reduction in the dependent and spouse supplemental rates. The new rates are
guaranteed for 3 years.

Prudential has confirmed its offer and the adjustments to the rate schedules have been
made for the July 1, 2008 effective date. The new schedules for the retiree and active
groups are included for your information.



Retiree Supplemental Life and Accidental Death and Dismemberment Insurance
Monthly Premium Amounts - Underwritten by Prudential
Rates Effective July 1, 2008
$1,300 Basic = $4.32

Employee Total Coverage (Including Basic)
Employee's Age $5.000 $10,000 $15,000 $20.000 $25.000 $30,000 $35.000 $40,000 $45,000 $50,000

Under 25 $4.52 $4.79 $5.06 $5.33 $5.60 $5.87 $6.14 $6.41 $6.68 $6.95
251029 $4.52 $4.79 $5.06 $5.33 $5.60 $5.87 $6.14 $6.41 $6.68 $6.95
30to 34 $4.58 $4.93 $5.28 $5.63 $5.98 $6.33 $6.68 $7.03 $7.38 $7.73
35t0 39 $4.65 $5.09 $5.53 $5.97 $6.41 $6.85 $7.29 $7.73 $8.17 $8.61
40 to 44 $4.77 $5.38 $5.99 $6.60 $7.21 $7.82 $8.43 $9.04 $9.65 $10.26
45to 49 $4.90 $5.68 $6.46 $7.24 $8.02 $8.80 $9.58 $10.36 $11.14 $11.92
50 to 54 $5.15 $6.27 $7.39 $8.51 $9.63 $10.75 $11.87 $12.99 $14.11 $15.23
55 to 59 $5.90 $8.04 $10.18 $12.32 $14.46 $16.60 $18.74 $20.88 $23.02 $25.16
60 to 64 $6.72 $9.96 $13.20 $16.44 $19.68 $22.92 $26.16 $29.40 $32.64 $35.88
65 to 69 $8.86 $14.99 $21.12 $27.25 $33.38 $39.51 $45.64 $51.77 $57.90 $64.03

70+ $11.69 $21.65 $31.61 $41.57 $51.53 $61.49 $71.45 $81.41 $91.37  $101.33

Employee Total Coverage (Including Basic)
Employee's Age  $55,000 $60,000 $65,000 $70.000 $75.000 $80,000 $85.000  $90,000  $95,000 $100,000

Under 25 $7.22 $7.49 $7.76 $8.03 $8.30 $8.57 $8.84 $9.11 $9.38 $9.65
251029 $7.22 $7.49 $7.76 $8.03 $8.30 $8.57 $8.84 $9.11 $9.38 $9.65
30to 34 $8.08 $8.43 $8.78 $9.13 $9.48 $9.83 $10.18 $10.53 $10.88 $11.23
35t0 39 $9.05 $9.49 $9.93 $10.37 $10.81 $11.25 $11.69 $12.13 $12.57 $13.01
40 to 44 $10.87 $11.48 $12.09 $12.70 $13.31 $13.92 $14.53 $15.14 $15.75 $16.36
4510 49 $12.70 $13.48 $14.26 $15.04 $15.82 $16.60 $17.38 $18.16 $18.94 $19.72
50 to 54 $16.35 $17.47 $18.59 $19.71 $20.83 $21.95 $23.07 $24.19 $25.31 $26.43
55to 59 $27.30 $29.44 $31.58 $33.72 $35.86 $38.00 $40.14 $42.28 $44.42 $46.56
60 to 64 $39.12 $42.36 $45.60 $48.84 $52.08 $55.32 $58.56 $61.80 $65.04 $68.28
65 to 69 $70.16 $76.29 $82.42 $88.55 $94.68 $100.81  $106.94  $113.07 $119.20 $125.33

70+ $111.29 $121.25  $131.21  $141.17  $151.13 $161.09  $171.05 $181.01  $190.97  $200.93

Employee Total Coverage (Including Basic)
Employee's Age $105,000 $110,000 $115,000 $120,000 $125000 $130,000 $135,000 $140,000 $145000 $150,000

Under 25 $9.92 $10.19 $10.46 $10.73 $11.00 $11.27 $11.54 $11.81 $12.08 $12.35
251029 $9.92 $10.19 $10.46 $10.73 $11.00 $11.27 $11.54 $11.81 $12.08 $12.35
30to 34 $11.58 $11.93 $12.28 $12.63 $12.98 $13.33 $13.68 $14.03 $14.38 $14.73
35t0 39 $13.45 $13.89 $14.33 $14.77 $15.21 $15.65 $16.09 $16.53 $16.97 $17.41
40 to 44 $16.97 $17.58 $18.19 $18.80 $19.41 $20.02 $20.63 $21.24 $21.85 $22.46
4510 49 $20.50 $21.28 $22.06 $22.84 $23.62 $24.40 $25.18 $25.96 $26.74 $27.52
50 to 54 $27.55 $28.67 $29.79 $30.91 $32.03 $33.15 $34.27 $35.39 $36.51 $37.63
55to 59 $48.70 $50.84 $52.98 $55.12 $57.26 $59.40 $61.54 $63.68 $65.82 $67.96
60 to 64 $71.52 $74.76 $78.00 $81.24 $84.48 $87.72 $90.96 $94.20 $97.44  $100.68
65 to 69 $131.46 $137.59  $143.72  $149.85  $155.98 $162.11  $168.24  $174.37  $180.50 $186.63

70+ $210.89 $220.85  $230.81  $240.77  $250.73 $260.69  $270.65  $280.61  $290.57  $300.53

Employee Total Coverage (Including Basic)
Employee's Age $155,000 $160,000 $165,000 $170,000 $175,000 $180,000 $185,000 $190,000 $195,000 $200,000

Under 25 $12.62 $12.89 $13.16 $13.43 $13.70 $13.97 $14.24 $14.51 $14.78 $15.05
25t0 29 $12.62 $12.89 $13.16 $13.43 $13.70 $13.97 $14.24 $14.51 $14.78 $15.05
30to 34 $15.08 $15.43 $15.78 $16.13 $16.48 $16.83 $17.18 $17.53 $17.88 $18.23
35t0 39 $17.85 $18.29 $18.73 $19.17 $19.61 $20.05 $20.49 $20.93 $21.37 $21.81
40 to 44 $23.07 $23.68 $24.29 $24.90 $25.51 $26.12 $26.73 $27.34 $27.95 $28.56
4510 49 $28.30 $29.08 $29.86 $30.64 $31.42 $32.20 $32.98 $33.76 $34.54 $35.32
50 to 54 $38.75 $39.87 $40.99 $42.11 $43.23 $44.35 $45.47 $46.59 $47.71 $48.83
55 to 59 $70.10 $72.24 $74.38 $76.52 $78.66 $80.80 $82.94 $85.08 $87.22 $89.36
60 to 64 $103.92 $107.16  $110.40 $113.64  $116.88 $120.12  $123.36  $126.60 $129.84  $133.08
65 to 69 $192.76 $198.89  $205.02  $211.15  $217.28 $223.41  $229.54  $235.67 $241.80 $247.93

70+ $310.49 $320.45  $330.41  $340.37  $350.33 $360.29  $370.25  $380.21  $390.17  $400.13



Dependent Supplemental Life Insurance Premiums
Monthly Premium Amounts
Rates Effective July 1, 2008

Employee Total Coverage
Age $2,000 $5,000
Under 25 $0.21 $0.53
2510 29 $0.21 $0.53
30to 34 $0.21 $0.53
3510 39 $0.21 $0.53
40 to 44 $0.21 $0.53
45 to 49 $0.21 $0.53
50 to 54 $0.21 $0.53
55 to 59 $0.21 $0.53
60 to 64 $0.21 $0.53
65 to 69 $0.21 $0.53
70to 74 $0.21 $0.53
7510 79 $0.21 $0.53
80to 84 $0.21 $0.53
8510 89 $0.21 $0.53
90+ $0.21 $0.53

Spouse Supplemental Life Insurance

Monthly Premium Amounts
Rates Effective July 1, 2008

Spouse Total Coverage

Employee's Age $5.000 $10,000 $15,000 $20.000 $25.000 $30,000 $35.000 $40,000 $45,000 $50,000
Under 25 $0.26 $0.52 $0.78 $1.04 $1.30 $1.56 $1.82 $2.08 $2.34 $2.60
2510 29 $0.35 $0.70 $1.05 $1.40 $1.75 $2.10 $2.45 $2.80 $3.15 $3.50
30to 34 $0.44 $0.88 $1.32 $1.76 $2.20 $2.64 $3.08 $3.52 $3.96 $4.40
3510 39 $0.44 $0.88 $1.32 $1.76 $2.20 $2.64 $3.08 $3.52 $3.96 $4.40
40 to 44 $0.53 $1.06 $1.59 $2.12 $2.65 $3.18 $3.71 $4.24 $4.77 $5.30
45 to 49 $0.79 $1.58 $2.37 $3.16 $3.95 $4.74 $5.53 $6.32 $7.11 $7.90
50 to 54 $1.14 $2.28 $3.42 $4.56 $5.70 $6.84 $7.98 $9.12 $10.26 $11.40
55 to 59 $2.20 $4.40 $6.60 $8.80 $11.00 $13.20 $15.40 $17.60 $19.80 $22.00
60 to 64 $3.34 $6.68 $10.02 $13.36 $16.70 $20.04 $23.38 $26.72 $30.06 $33.40
65 to 69 $6.34 $12.68 $19.02 $25.36 $31.70 $38.04 $44.38 $50.72 $57.06 $63.40

70+ $10.38 $20.76 $31.14 $41.52 $51.90 $62.28 $72.66 $83.04 $93.42  $103.80
Spouse Total Coverage

Employee's Age  $55,000 $60,000 $65,000 $70.000 $75.000 $80,000 $85.000  $90,000  $95,000 $100,000
Under 25 $2.86 $3.12 $3.38 $3.64 $3.90 $4.16 $4.42 $4.68 $4.94 $5.20
2510 29 $3.85 $4.20 $4.55 $4.90 $5.25 $5.60 $5.95 $6.30 $6.65 $7.00
30to 34 $4.84 $5.28 $5.72 $6.16 $6.60 $7.04 $7.48 $7.92 $8.36 $8.80
3510 39 $4.84 $5.28 $5.72 $6.16 $6.60 $7.04 $7.48 $7.92 $8.36 $8.80
40 to 44 $5.83 $6.36 $6.89 $7.42 $7.95 $8.48 $9.01 $9.54 $10.07 $10.60
45 to 49 $8.69 $9.48 $10.27 $11.06 $11.85 $12.64 $13.43 $14.22 $15.01 $15.80
50 to 54 $12.54 $13.68 $14.82 $15.96 $17.10 $18.24 $19.38 $20.52 $21.66 $22.80
55 to 59 $24.20 $26.40 $28.60 $30.80 $33.00 $35.20 $37.40 $39.60 $41.80 $44.00
60 to 64 $36.74 $40.08 $43.42 $46.76 $50.10 $53.44 $56.78 $60.12 $63.46 $66.80
65 to 69 $69.74 $76.08 $82.42 $88.76 $95.10  $101.44  $107.78  $114.12  $120.46  $126.80

70+ $114.18 $124.56  $134.94  $145.32  $155.70 $166.08 $176.46  $186.84 $197.22  $207.60



Supplemental Life and Accidental Death and Dismemberment Insurance
Monthly Premium Amounts - Underwritten by Prudential
Rates Effective July 1, 2008

Employee Total Coverage (Including Basic)
Employee's Age $5,000 $10,000 $15,000 $20,000 $25,000 $30,000 $35,000  $40,000 $45,000  $50,000

Under 25 $0.20 $0.47 $0.74 $1.01 $1.28 $1.55 $1.82 $2.09 $2.36 $2.63
251029 $0.20 $0.47 $0.74 $1.01 $1.28 $1.55 $1.82 $2.09 $2.36 $2.63
30to 34 $0.26 $0.61 $0.96 $1.31 $1.66 $2.01 $2.36 $2.71 $3.06 $3.41
35t0 39 $0.33 $0.77 $1.21 $1.65 $2.09 $2.53 $2.97 $3.41 $3.85 $4.29
40 to 44 $0.45 $1.06 $1.67 $2.28 $2.89 $3.50 $4.11 $4.72 $5.33 $5.94
4510 49 $0.58 $1.36 $2.14 $2.92 $3.70 $4.48 $5.26 $6.04 $6.82 $7.60
50 to 54 $0.83 $1.95 $3.07 $4.19 $5.31 $6.43 $7.55 $8.67 $9.79 $10.91
5510 59 $1.58 $3.72 $5.86 $8.00 $10.14 $12.28 $14.42 $16.56 $18.70 $20.84
60 to 64 $2.40 $5.64 $8.88 $12.12 $15.36 $18.60 $21.84 $25.08 $28.32 $31.56
65 to 69 $4.54 $10.67 $16.80 $22.93 $29.06 $35.19 $41.32 $47.45 $53.58 $59.71

70+ $7.37 $17.33 $27.29 $37.25 $47.21 $57.17 $67.13 $77.09 $87.05 $97.01

Employee Total Coverage (Including Basic)
Employee's Age  $55,000 $60,000 $65,000 $70,000 $75,000 $80,000  $85,000 $90,000 $95,000 $100,000

Under 25 $2.90 $3.17 $3.44 $3.71 $3.98 $4.25 $4.52 $4.79 $5.06 $5.33
251029 $2.90 $3.17 $3.44 $3.71 $3.98 $4.25 $4.52 $4.79 $5.06 $5.33
30to 34 $3.76 $4.11 $4.46 $4.81 $5.16 $5.51 $5.86 $6.21 $6.56 $6.91
35t0 39 $4.73 $5.17 $5.61 $6.05 $6.49 $6.93 $7.37 $7.81 $8.25 $8.69
40 to 44 $6.55 $7.16 $7.77 $8.38 $8.99 $9.60 $10.21 $10.82 $11.43 $12.04
4510 49 $8.38 $9.16 $9.94 $10.72 $11.50 $12.28 $13.06 $13.84 $14.62 $15.40
50 to 54 $12.03 $13.15 $14.27 $15.39 $16.51 $17.63 $18.75 $19.87 $20.99 $22.11
5510 59 $22.98 $25.12 $27.26 $29.40 $31.54 $33.68 $35.82 $37.96 $40.10 $42.24
60 to 64 $34.80 $38.04 $41.28 $44.52 $47.76 $51.00 $54.24 $57.48 $60.72 $63.96
65 to 69 $65.84 $71.97 $78.10 $84.23 $90.36 $96.49  $102.62 $108.75 $114.88 $121.01

70+ $106.97  $116.93  $126.89 $136.85 $146.81  $156.77 $166.73  $176.69  $186.65 $196.61

Employee Total Coverage (Including Basic)
Employee's Age $105,000 $110,000 $115,000 $120,000 $125,000 $130,000 $135,000 $140,000 $145,000 $150,000

Under 25 $5.60 $5.87 $6.14 $6.41 $6.68 $6.95 $7.22 $7.49 $7.76 $8.03
251029 $5.60 $5.87 $6.14 $6.41 $6.68 $6.95 $7.22 $7.49 $7.76 $8.03
30to 34 $7.26 $7.61 $7.96 $8.31 $8.66 $9.01 $9.36 $9.71 $10.06 $10.41
35t0 39 $9.13 $9.57 $10.01 $10.45 $10.89 $11.33 $11.77 $12.21 $12.65 $13.09
40 to 44 $12.65 $13.26 $13.87 $14.48 $15.09 $15.70 $16.31 $16.92 $17.53 $18.14
4510 49 $16.18 $16.96 $17.74 $18.52 $19.30 $20.08 $20.86 $21.64 $22.42 $23.20
50 to 54 $23.23 $24.35 $25.47 $26.59 $27.71 $28.83 $29.95 $31.07 $32.19 $33.31
5510 59 $44.38 $46.52 $48.66 $50.80 $52.94 $55.08 $57.22 $59.36 $61.50 $63.64
60 to 64 $67.20 $70.44 $73.68 $76.92 $80.16 $83.40 $86.64 $89.88 $93.12 $96.36
65 to 69 $127.14  $133.27  $139.40 $14553  $151.66 $157.79  $163.92 $170.05 $176.18 $182.31

70+ $206.57  $216.53  $226.49  $236.45 $246.41  $256.37  $266.33  $276.29  $286.25  $296.21

Employee Total Coverage (Including Basic)
Employee's Age $155,000 $160,000 $165,000 $170,000 $175,000 $180,000 $185,000 $190,000 $195,000 $200,000

Under 25 $8.30 $8.57 $8.84 $9.11 $9.38 $9.65 $9.92 $10.19 $10.46 $10.73
251029 $8.30 $8.57 $8.84 $9.11 $9.38 $9.65 $9.92 $10.19 $10.46 $10.73
30to 34 $10.76 $11.11 $11.46 $11.81 $12.16 $12.51 $12.86 $13.21 $13.56 $13.91
35t0 39 $13.53 $13.97 $14.41 $14.85 $15.29 $15.73 $16.17 $16.61 $17.05 $17.49
40 to 44 $18.75 $19.36 $19.97 $20.58 $21.19 $21.80 $22.41 $23.02 $23.63 $24.24
4510 49 $23.98 $24.76 $25.54 $26.32 $27.10 $27.88 $28.66 $29.44 $30.22 $31.00
50 to 54 $34.43 $35.55 $36.67 $37.79 $38.91 $40.03 $41.15 $42.27 $43.39 $44.51
5510 59 $65.78 $67.92 $70.06 $72.20 $74.34 $76.48 $78.62 $80.76 $82.90 $85.04
60 to 64 $99.60 $102.84  $106.08  $109.32  $112.56 $115.80 $119.04 $122.28 $125.52  $128.76

65 to 69 $188.44  $19457  $200.70  $206.83  $212.96  $219.09  $225.22  $231.35 $237.48  $243.61



70+ $306.17  $316.13  $326.09  $336.05 $346.01 $355.97 $365.93 $375.89 $385.85 $395.81
Dependent Supplemental Life Insurance Premiums
Monthly Premium Amounts
Rates Effective July 1, 2008
Employee Total Coverage
Age $2,000 $5,000
Under 25 $0.21 $0.53
25t0 29 $0.21 $0.53
30to 34 $0.21 $0.53
35t0 39 $0.21 $0.53
40 to 44 $0.21 $0.53
45 to 49 $0.21 $0.53
50 to 54 $0.21 $0.53
55t0 59 $0.21 $0.53
60 to 64 $0.21 $0.53
65 to 69 $0.21 $0.53
70to 74 $0.21 $0.53
75t0 79 $0.21 $0.53
80 to 84 $0.21 $0.53
851089 $0.21 $0.53
90+ $0.21 $0.53
Spouse Supplemental Life Insurance
Monthly Premium Amounts
Rates Effective July 1, 2008
Spouse Total Coverage
Employee's Age $5,000 $10,000 $15,000 $20,000 $25,000 $30,000  $35,000 $40,000 $45,000  $50,000
Under 25 $0.26 $0.52 $0.78 $1.04 $1.30 $1.56 $1.82 $2.08 $2.34 $2.60
2510 29 $0.35 $0.70 $1.05 $1.40 $1.75 $2.10 $2.45 $2.80 $3.15 $3.50
30to 34 $0.44 $0.88 $1.32 $1.76 $2.20 $2.64 $3.08 $3.52 $3.96 $4.40
35t0 39 $0.44 $0.88 $1.32 $1.76 $2.20 $2.64 $3.08 $3.52 $3.96 $4.40
40 to 44 $0.53 $1.06 $1.59 $2.12 $2.65 $3.18 $3.71 $4.24 $4.77 $5.30
45 to 49 $0.79 $1.58 $2.37 $3.16 $3.95 $4.74 $5.53 $6.32 $7.11 $7.90
50 to 54 $1.14 $2.28 $3.42 $4.56 $5.70 $6.84 $7.98 $9.12 $10.26 $11.40
55to0 59 $2.20 $4.40 $6.60 $8.80 $11.00 $13.20 $15.40 $17.60 $19.80 $22.00
60 to 64 $3.34 $6.68 $10.02 $13.36 $16.70 $20.04 $23.38 $26.72 $30.06 $33.40
65 to 69 $6.34 $12.68 $19.02 $25.36 $31.70 $38.04 $44.38 $50.72 $57.06 $63.40
70+ $10.38 $20.76 $31.14 $41.52 $51.90 $62.28 $72.66 $83.04 $93.42  $103.80
Spouse Total Coverage
Employee's Age  $55,000 $60,000 $65,000 $70,000 $75,000 $80,000  $85,000 $90,000 $95,000 $100,000
Under 25 $2.86 $3.12 $3.38 $3.64 $3.90 $4.16 $4.42 $4.68 $4.94 $5.20
2510 29 $3.85 $4.20 $4.55 $4.90 $5.25 $5.60 $5.95 $6.30 $6.65 $7.00
30to 34 $4.84 $5.28 $5.72 $6.16 $6.60 $7.04 $7.48 $7.92 $8.36 $8.80
35t0 39 $4.84 $5.28 $5.72 $6.16 $6.60 $7.04 $7.48 $7.92 $8.36 $8.80
40 to 44 $5.83 $6.36 $6.89 $7.42 $7.95 $8.48 $9.01 $9.54 $10.07 $10.60
45 to 49 $8.69 $9.48 $10.27 $11.06 $11.85 $12.64 $13.43 $14.22 $15.01 $15.80
50 to 54 $12.54 $13.68 $14.82 $15.96 $17.10 $18.24 $19.38 $20.52 $21.66 $22.80
55t0 59 $24.20 $26.40 $28.60 $30.80 $33.00 $35.20 $37.40 $39.60 $41.80 $44.00
60 to 64 $36.74 $40.08 $43.42 $46.76 $50.10 $53.44 $56.78 $60.12 $63.46 $66.80
65 to 69 $69.74 $76.08 $82.42 $88.76 $95.10 $101.44  $107.78 $114.12  $120.46  $126.80
70+ $114.18  $124.56  $134.94  $145.32  $155.70 $166.08 $176.46  $186.84  $197.22  $207.60



North Dakota

Public Employees Retirement System
400 East Broadway, Suite 505 e Box 1657
Bismarck, North Dakota 58502-1657

Sparb Collins
Executive Director
(701) 328-3900
1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

Memorandum

TO: NDPERS Board

FROM: Kathy & Bryan

DATE: April 8, 2008

SUBJECT: PPO Participation/Discounts

Annually, PERS requests BCBS to provide us with an update regarding the activity relative to
additions to our PPO network. In 2007, 928 professional pins were issued and 14 facilities and 17
institutions providers were added to our directory.

The total PPO discount for last year was $2.43 million. The discount is only for the professional
providers. Since the EPO is no longer capitated or targeted, the discount is applied. The following
report from BCBS breaks down the discounts based on PPO and EPO membership.

$53,866,086 (total PPO and EPO members)

$29,750,093 (just PPO members)

~ $9,401,784 (institutional)

~ $15,713,128 (professional) of this PPO Discount = $1,378,965
~ $4,635,181 (Rx drugs)

$24,116,619 (just EPO members)
~ $7,530,236 (institutional)
~ $13,035,202 (professional) of this EPO Discount = $1,054,620
~ $3,551,181 (Rx drugs)
Total PPO Discount $2,433,585

Note: Institutional Discounts are built into the fee schedule so are not reported as discount.

We are available to answer any questions.



North Dakota Sparb Collins
Public Employees Retirement System Executive Director

400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

Memorandum

TO: PERS Board
FROM: Sparb

DATE: April 9, 2008
SUBJECT: Fidelity Renewal

The Investment Subcommittee met on April 8" and reviewed the proposed renewal with
Fidelity. The committee heard a presentation from Fidelity and reviewed the attached
material. After consideration the committee is recommending that PERS renew with Fidelity
for the next two years. Please note this will be the last interim renewal. The plan will go out
for a general bid in 2010. The committee also felt the following deserved further

consideration and will be reporting back its findings in the months to come:

1. The participant fee structure in the 401(a) plan and 457 Companion Plan should be
reviewed.

2. Consider an annual increase program for the expedited enrollment option.

3. Consider allowing brokers the opportunity to participate in the Companion Plan.

4. Increase the minimum required contribution for the expedited enrollment option to
$50 from $25 or change to a % of compensation enrollment, i.e. 1%, 2%.

5. Cashing out inactive accounts with a balance below $1,000

Board Action Requested:

To approve the renewal with Fidelity



MEMORANDUM

TO: NDPERS Board
FROM: Sharon and Sparb
DATE: April 10, 2008

SUBJECT: Sagitec Contract Amendment

As we have progressed into the PERSLink project, we have noted further clarification of
the System Agreement contract with Sagitec on the timing of the release of the 20% fee
withholding is needed. Consequently an amendment to Section 6.4 and Attachment B of
the contract is being proposed. Attached is the amendment that has been drafted by
Aaron Webb.

Board Action Requested

Approve the contract amendment

Attachment



AMENDMENT TO SYSTEM AGREEMENT BETWEEN
NORTH DAKOTA PUBLIC EMPLOYEES RETIREMENT SYSTEM
AND
SAGITEC SOLUTIONS LLC

This Amendment is entered into between North Dakota Public Employees
Retirement System (NDPERS) and Sagitec Solutions LLC (VENDOR) to amend the
Agreement between North Dakota Public Employees Retirement System and Sagitec
Solutions LLC (AGREEMENT). The parties agree to the following terms and conditions and
expressly agree that if any of the following terms and conditions are in conflict with any
other terms and conditions between the parties, the following terms and conditions will
control the rights and obligations of the parties. All other terms and conditions between the
parties that will be directly affected by the following terms and conditions shall be
interpreted and modified in such a way that is consistent with the following terms and
conditions.

The Parties agree to amend the AGREEMENT to replace Section 6.4 with the
following:

For all fees and approved invoices identified in this Section 6, NDPERS shall remit

payment less twenty percent (20%) in accordance with the policies and procedures

of NDPERS and as set forth in the RFP. There will be no retention or hold-back with

respect to Performance Bond fees, license fees or costs of Third Party Software or

Third Party Equipment. Upon Acceptance of phase 4 of the System, VENDOR may

submit an invoice for one-half of the sum of all holdback amounts related to that

phase, plus one-fourth of the sum of the holdback amounts for Phase 1, 2 and 3.

The remaining one-half of the holdback amounts for Phase 4 plus an additional one-

fourth of the sum of the holdback amounts for Phase 1, 2, and 3 may be invoiced

upon successful completion of the phase 4 Warranty Period. Upon Acceptance of

phase 5 of the System, VENDOR may submit an invoice for one-half of the sum of

all holdback amounts related to that phase, plus one-fourth of the sum of the

holdback amounts for Phase 1, 2 and 3. The remaining one-half of the holdback

amounts for Phase 5 plus the remaining one-fourth of the sum of the holdback

amounts for Phase 1, 2, and 3 may be invoiced upon successful completion of the
phase 5 Warranty Period.



The remaining provisions of the AGREEMENT remain in full force and effect.

Sagitec Solutions LLC (VENDOR):

By:

Title:

Date:

North Dakota Public Employees Retirement System (NDPERS):

By:

Title:

Date:




North Dakota Sparb Collins
Public Employees Retirement System Executive Director

400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

Memorandum

TO: PERS Board
FROM: Sparb
DATE: April 9, 2008
SUBJECT: Legislation

Our proposed legislation was submitted to the Legislative Employee Benefits Committee on
March 26™. Attached, for your information, is a side by side of the bill and a discussion of

the proposal for each section.

We will put a copy of this on the Board web site for your reference. The Employee Benefits

Committee meets on April 22, attached is the meeting notice.



March 20, 2008

MEETING NOTICE

Representative Bette Grande, Chairman, has called a meeting of the EMPLOYEE BENEFITS
PROGRAMS COMMITTEE.

Date: Tuesday, April 22, 2008

Time: 9:00 a.m.

Place: Harvest Room, State Capitol, Bismarck

Agenda: Presentation of proposals for legislation relating to retirement programs, health programs, and
retiree health programs; and receive and discuss information relating to the study of employee
benefits provided by state agencies which are not specifically authorized by law or if

authorized by law are not consistent among agencies

Special Note: Anyone who plans to attend the meeting and needs assistance because of a disability
should contact the Legislative Council staff as soon as possible.

Committee Members: Representatives Bette Grande, Eliot Glassheim, Jim Kasper, Matthew M. Klein,
Joe Kroeber; Senators Ralph L. Kilzer, Karen K. Krebsbach, Curtis Olafson, Harvey D. -
Tallackson

Staff Contact: Jeffrey N. Nelson, Counsel

Any member who is unable to attend this meeting is asked to please notify this office as soon as
possible.

Sincerely,

Jim W. Smith
Director

JWS/AC



Sixty First Legislative Session

2009
NDPERS Bill #1

LC #

Bill Provisions

Explanation

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

This bill increases the retiree health credit and
the employer contribution to pay for the increase

SECTION 1. AMENDMENT. Section 54-52.1-03.2 of the
North Dakota Century Code is amended and reenacted as
follows:

54-52.1-03.2. Retiree health benefits fund -

Appropriation.

1. The board shall establish a retiree health benefits
fund account with the Bank of North Dakota for
the purpose of prefunding and providing hospital
benefits coverage and medical benefits coverage
under the uniform group insurance program for
retired eligible employees or surviving spouses of
retired eligible employees and their dependents
as provided in this chapter. The state shall
contribute monthly to the retiree health benefits
fund an amount equal to one and fifteen
hundredths percent of the monthly salaries and
wages of all participating members of the highway
patrolmen's retirement system under chapter 39-
03.1, and one and fifteen hundredths percent of
the monthly salaries of all supreme or district
court judges who are participating members of the
public employees retirement system under
chapter 54-52. Each governmental unit that
contributes to the public employees retirement
system fund under section 54-52-06 or the

This section increases the employer contribution
for the retiree health credit program by .15% to
pay for the increase in the credit in the next
section
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Bill Provisions

Explanation

retirement plan under chapter 54-52.6 shall
contribute monthly to the retiree health benefits
fund an amount equal to one and fifteen
hundredths percent of the monthly salaries or
wages of all participating members of the public
employees retirement system under chapter 54-
52 or chapter 54-52.6, except for nonteaching
employees of the superintendent of public
instruction who elect to participate in the public
employees retirement system pursuant to section
54-52-02.13 and employees of the state board for
career and technical education who elect to
participate in the public employees retirement
system pursuant to section 54-52-02.14. For
nonteaching employees of the superintendent of
public instruction who elect to participate in the
public employees retirement system pursuant to
section 54-52-02.13, the superintendent of public
instruction shall contribute monthly to the retiree
health benefits fund an amount equal to three and
one-tenth one-quarter percent of the monthly
salaries or wages of those nonteaching employee
members, beginning on the first of the month
following the transfer under section 54-52-02.13
and continuing thereafter for a period of eight
years, after which time the superintendent of
public instruction shall contribute one and fifteen
hundredths percent of the monthly salary or
wages of those nonteaching employee members.
For employees of the state board for career and
technical education who elect to participate in the
public employees retirement system pursuant to
section 54-52-02.14, the state board for career
and technical education

shall contribute monthly to the retiree health

benefits fund an amount equal to twe-and-eighty-
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Bill Provisions

Explanation

five-hundredths three percent of the monthly

salary or wages of those employee members,

beginning on the first of the month following the
transfer under section 54-52-02.14 and continuing
thereafter for a period of eight years, after which
time the state board for career and technical
education shall contribute one and fifteen
hundredths percent of the monthly salary or
wages of those employee members. The
employer of a national guard security officer or
firefighter shall contribute monthly to the retiree
health benefits fund an amount equal to one and
fifteen hundredths percent of the monthly salaries
or wages of all national guard security officers or
firefighters participating in the public employees
retirement system under chapter 54-52. Job
service North Dakota shall reimburse monthly the
retiree health benefits fund for credit received
under section 54-52.1-03.3 by members of the
retirement program established by job service

North Dakota under section 52-11-01. The board,

as trustee of the fund and in exclusive control of

its administration, shall:

a. Provide for the investment and
disbursement of moneys of the retiree
health benefits fund and administrative
expenditures in the same manner as
moneys of the public employees retirement
system are invested, disbursed, or
expended.

b. Adopt rules necessary for the proper
administration of the retiree health benefits
fund, including enroliment procedures.
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Bill Provisions

Explanation

SECTION 2.

AMENDMENT. Subsection 2 of section

54-52.1-03.3 of the North Dakota Century Code is amended
and reenacted as follows:

2.

The board shall calculate the allowable monthly
credit toward hospital and medical benefits
coverage for a person eligible under subsection 1
in an amount equal to feur five dollars andfifty
cents multiplied by the member's or deceased
member's number of years of credited service
under the highway patrolmen's retirement system,
the public employees retirement system, the
retirement program established by job service
North Dakota under section 52-11-01, or the
judges retirement program established under
chapter 27-17. For a member of the public
employees retirement system receiving an early
retirement benefit or the surviving spouse of that
member, or a former participating member of the
defined contribution retirement plan who is
receiving a periodic distribution and would not
meet the normal retirement provisions of the
public employees retirement system, the
allowable monthly credit must be reduced by
three percent if the member terminates
employment within one year prior to attaining the
age of sixty-five and an additional reduction factor
of six percent shall apply for each year the
member terminates employment prior to attaining
the age of sixty-four. For a member of the
highway patrolmen's retirement system receiving
an early retirement benefit or the surviving spouse
of that member, the allowable monthly credit must
be reduced by three percent if the member
terminates employment within one year prior to
attaining the age of fifty-five and an additional
reduction factor of six percent shall apply for each

This section increases the credit from $4.50 to $5
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Bill Provisions

Explanation

year the member terminates employment prior to
attaining the age of fifty-four. For a member of the
retirement program established by job service
North Dakota under section 52-11-01 receiving an
early retirement benefit or a discontinued service
annuity under the plan provisions of that
retirement program or the surviving spouse of that
member, the allowable monthly credit must be
reduced by three percent if the member
terminates employment within one year prior to
attaining the age of sixty-five and an additional
reduction factor of six percent applies for each
year the member terminates employment prior to
attaining the age of sixty-four.
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Explanation

A BILL for an Act to create and enact subsection 3 of
section 39-03.1-09, and subsection 4 of 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; to
amend and reenact subsection 1 of section 21-10-01,
39-03.1-08.2, subsections 8 and 9 of section 39-03.1-11,
39-03.1-11.2, subsections 6 and 9 of section 54-52-17,
subsection 6 of section 54-52-17.4, 54-52-28, subsection 7
of section 54-52.1-03, 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.

This bill proposes numerous technical and
administrative changes for the PERS and HP
retirement plans

SECTION 1. AMENDMENT. Subsection 1 of
section 21-10-01 of the North Dakota Century Code is
amended and reenacted as follows:

1. The North Dakota state investment board
consists of the governor, the state treasurer,
the commissioner of university and school
lands, the director of workforce safety and
insurance, the insurance commissioner, three
members of the teachers' fund for retirement
board or the board's designees who need not
be members of the fund as selected by that
board, and-three two of the elected members

This section proposes to modify the PERS
membership on the State Investment Board to
allow a non elected member of the PERS Board to
serve if appointed by the PERS Board
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of the public employees retirement system
board as selected by that board, and one
member of the public employees retirement
system board as selected by that board. The
director of workforce safety and insurance
may appoint a designee, subject to approval
by the workforce safety and insurance board
of directors, to attend the meetings,
participate, and vote when the director is
unable to attend. The teachers' fund for
retirement board may appoint an alternate
designee with full voting privileges to attend
meetings of the state investment board when
a selected member is unable to attend. The
public employees retirement system board
may appoint an alternate designee with full
voting privileges from the public employees
retirement system board to attend meetings of
the state investment board when a selected
member is unable to attend. The members of
the state investment board, except elected
and appointed officials and the director of
workforce safety and insurance or the
director's designee, are entitled to receive as
compensation sixty-two dollars and fifty cents
per day and necessary mileage and travel
expenses as provided in sections 44-08-04
and 54-06-09 for attending meetings of the
state investment board.

SECTION 2. AMENDMENT. Section 39-03.1-08.2
of the North Dakota Century Code is amended and
reenacted as follows:

1. The fund may accept rollovers from other

eligible plans under rules adopted by the
board for the purchase of additional service
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|

credit, but only to the extent the transfer is a
rollover contribution that meets the
requirement of section 408 of the Internal
Revenue Code [26 U.S.C. 408].

Exceptasprovided-in-subsection-3-of section

that absence.

The board may accept trustee-to-trustee
transfers as permitted by Internal Revenue
Code section 403(b)(13) and section
457(e)(17) from an Internal Revenue Code
section 403(b) annuity or Internal Revenue
Code section 457 deferred compensation plan
for the purchase of permissive service credit,
as defined in Internal Revenue Code section
415(n)(3)(A), or as repayment of a cashout
from a governmental plan under Internal
Revenue Code section 415(k)(3).

A contributor may elect to purchase credit for
years of service and prior service for which the

contributor is not presently receiving credit. A
contributor is entitled to purchase additional
credit under this section for the following
service or prior service, except this service is
not eligible for credit if the years claimed also

The changes in this section are intended to
standardize the language in the HP plan with the
language in the PERS plan.

This change is to standardize the provisions
between the PERS plan and the HP plan
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|~

qualify for retirement benefits from another

retirement system:

a. Except as provided in subsection 3 of
section 39-03.1-10.1, up to four years
of credit for active employment in the
armed forces of the United States.

b. Employment as a permanent employee
by a public employer either within or
outside the state of North Dakota.

C. Employment as a permanent employee
by the federal government.

A contributor may elect to purchase credit for

the following absences for which the

participating contributor is not receiving
service credit:

Employer-approved leave of absence;

a.
or
b. Months away from work while
participating as a seasonal employee.
The contributor may purchase credit under this
section by paying to the board an amount
equal to the actuarial cost to the fund of
providing the credit. The board shall adopt
rules governing the purchase of additional
credit under this section.

The board may establish individual retirement
accounts and individual retirement annuities
as permitted under section 408(q) of the
Internal Revenue Code to allow employees to
make voluntary employee contributions. The
board may adopt appropriate rules as may be
necessary to implement and administer the
accounts and annuities under this section.

In addition to service credit identified in this
section, a contributor may purchase up to five
ten years of service credit unrelated to any

This change allows a member to purchase up to
ten years of service credit however the additional 5
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other eligible service. Up to a maximum of
five years of purchased service credit under
this subsection will be recognized as service
credit for the purpose of computing retirement
dates under section 39-03.1-11.

8. Pursuant to rules adopted by the board, the board
may allow a contributor to purchase service credit with
either pretax or aftertax moneys, at the board's discretion. If
a contributor elects to purchase service credit using pretax
moneys, the requirements and restrictions in subsection 2 of
section 39-03.1-09 apply to the purchase arrangement.

years would not be eligible credit toward meeting
the rule of 80

SECTION 3. Subsection 3 to section 39-03.1-09 of
the North Dakota Century Code is created and enacted as

follows:
3.

For compensation earned after August 1,
2009, all employee contributions required
under subsection 1, and not otherwise paid
under subsection 2, shall be paid by the state
in lieu of contributions by the member. All
contributions paid by the state under this
subsection must be treated as employer
contributions in determining tax treatment
under this code and the federal Internal
Revenue Code. Contributions paid by the
state under this subsection must not be
included as gross income of the member in
determining tax treatment under this code and
the Internal Revenue Code until they are
distributed or made available. Contributions
paid by the state in accordance with this
subsection must be treated for the purposes of
this chapter in the same manner and to the
same extent as member contributions made

This section would authorize the payment of
employee contributions to the HP plan to be paid
on a pretax basis instead of an after tax basis
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prior to the date the contributions were
assumed by the state. The state shall pay
these member contributions from the same
source of funds used in paying compensation
to the members. The state shall pay these
contributions by effecting an equal cash
reduction in the gross salary of the employee.
The state shall continue making payments
under this section unless otherwise specifically
provided for under the agency’s biennial
appropriation, or by amendment to law.

SECTION 4. AMENDMENT. Subsection 8 and 9 of
section 39-03.1-11 of the North Dakota Century Code are
amended and reenacted as follows:

8.

The surviving spouse of a member receiving
retirement benefits must be the member's
primary beneficiary unless there is no
surviving spouse or the surviving spouse
consents to the desighates member’s
designation of an alternate beneficiary in
writing. If a contributor receiving retirement
benefits, or a contributor's surviving spouse
receiving retirement benefits, dies before the
total amount of benefits paid to them equals
the amount of the contributor's accumulated
deductions at retirement, the difference must
be paid to the named beneficiary of the
recipient or, if there is no named beneficiary,
to the recipient's estate.
The board shall adopt rules providing for the
receipt of retirement benefits in the following
optional forms:
a. An actuarially equivalent joint and
survivor one hundred percent option. A
member shall have the option to

This change would allow a member in the HP
system to designate a non spouse beneficiary.

This change would allow a member electing a joint
& survivor option to designate a new beneficiary if

Page 6 of 17




Bill Provisions

Explanation

C.

designate a subsequent beneficiary
upon the death of the original
beneficiary or upon a divorce from a
spouse beneficiary. If the member
elects to choose a non-spouse
beneficiary, subject to any limitation
under subsection 8, the non-spouse
beneficiary must have a date of birth
within ten years of the member’s date
of birth. Any election made under this
subdivision is limited to one beneficiary,
unless a member is authorized to
choose a subsequent beneficiary under
this subdivision.
An actuarially equivalent life with ten-
year or twenty-year certain options.
An actuarially equivalent partial lump
sum distribution option with a twelve-
month maximum lump sum
distribution.
An actuarial equivalent graduated
benefit option with either a one or two
percent increase.

Unless a contributor requests that the
contributor receive benefits according to one
of these options at the time of applying for
retirement, all retirement benefits must be in
the form of a lifetime monthly pension, with a
fifty percent option to the surviving spouse.

the designated beneficiary died or if the member
divorced.

This change adds a new optional method for
receiving a benefit. It will allow a member to
spread their benefit payments so they increase
over time at a 1% or 2% rate.

SECTION 5. AMENDMENT. Section 39-03.1-11.2
of the North Dakota Century Code are amended and
reenacted as follows:

39-03.1-11.2. Internal Revenue Code compliance.
The board shall administer the plan in compliance with
section 415, section 401(a)(9), section 401(a)(17), and

This provision updates the federal compliance
provisions of the HP plan and addresses federal
requirements for dual plans
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section 401(a)(31) of the Internal Revenue Code in effect on
August 1, 2007 2009, as it applies for governmental plans.
The defined benefit dollar limitation under section
415(b)(1)(A) of the Internal Revenue Code, as approved by
the legislature, shall be adjusted under section 415(d) of the
Internal Revenue Code, effective January 1 of each year
following a legislative session. The adjustment of the
defined benefit dollar limitation under section 415(d) shall
apply to participating members who have had a separation
from employment, but such member's benefit

payments shall not reflect the adjusted limit prior to January
1 of the calendar year in which the adjustment applies. In
the event a participating member's benefit is increased by
plan amendment after the commencement of benefit
payments, the member's annual benefit must not exceed
the defined benefit dollar limitation under section
415(b)(1)(A) of the Internal Revenue Code, as adjusted
under section 415(d) for the calendar year in which the
increased benefit is payable.

If a participating member is, or ever has been, a participant
in_ another defined benefit plan maintained by the employer,
the sum of the participant's annual benefits from all such
plans may not exceed the defined benefit dollar limitation
under section 415(b)(1)(A) of the Internal Revenue Code.
Where the participating member's employer-provided
benefits under all such defined benefit plans would exceed
the defined benefit dollar limitation, the benefit must be
reduced to comply with section 415 of the Internal Revenue
Code. Such reduction will be made pro rata between the
plans, in proportion to the participating member's service in

each plan.

SECTION 6. AMENDMENT. Subsection 4 of
section 54-52-03 of the North Dakota Century Code is
amended and reenacted as follows:

4) Three board members must be elected by and

This change allows a members of the HP plan, the
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from among the active participating members,
members of the retirement plan established
under chapter 54-52.6, members of the
retirement plan established under 39-03.1,
and members of the job service North Dakota
retirement plan. Employees who have
terminated their employment for whatever
reason are not eligible to serve as elected
members of the board under this subsection.
Board members must be elected to a five-year
term pursuant to an election called by the
board. Notice of board elections must be given
to all active participating members. The time
spent in performing duties as a board member
may not be charged against any employee's
accumulated annual or any other type of
leave.

Job Service retirement plan or the defined
contribution plan to run for the PERS Board.

SECTION 7. Subsection 4 to section 54-52-05 of the
North Dakota Century Code is created and enacted as

follows:
4.

For compensation earned after August 1,
2009, all employee contributions required
under sections 54-52-06.1 and the job service
of North Dakota retirement plan, and not
otherwise paid under subsection 3, shall be
paid by the employer in lieu of contributions by
the member. All contributions paid by the
employer under this subsection must be
treated as employer contributions in
determining tax treatment under this code and
the federal Internal Revenue Code.
Contributions paid by the employer under this
subsection must not be included as gross
income of the member in determining tax
treatment under this code and the Internal

This change will allow members of the judges

retirement plan to pay the employee contributions

on a pretax basis instead of an after tax basis.
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Revenue Code until they are distributed or
made available. Contributions paid by the
employer in accordance with this subsection
must be treated for the purposes of this
chapter in the same manner and to the same
extent as member contributions made prior to
the date the contributions were assumed by
the employer. The employer shall pay these
member contributions from the same source of
funds used in paying compensation to the
employee. The employer shall pay these
contributions by effecting an equal cash
reduction in the gross salary of the employee.
The employer shall continue making payments
under this section unless otherwise specifically
provided for under the agency’s biennial
appropriation, or by amendment to law.

SECTION 8. AMENDMENT. Subsections 6, 8, and
9 of section 54-52-17 of the North Dakota Century Code is
amended and reenacted as follows:

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 member's account balance to the
named primary beneficiaries in the
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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
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8.

of the date of death.

(2)  Payments for sixty months as
calculated for the deceased
member as if the member was of
normalretirement-age-at-the
date-of-death-

) 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 (3) 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.

The surviving spouse of a member receiving

This change eliminates the sixty month option for
the surving spouse. It is a benefit that is little

used.
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retirement benefits must be the member's

primary beneficiary unless there is no

surviving spouse or the surviving spouse
consents to the desighates member’s
designation of an alternate beneficiary in
writing. If a member receiving retirement
benefits or the member's surviving spouse
receiving retirement benefits dies before the
total amount of benefits paid to either or both
equals the amount of the member's account
balance at retirement, the difference must be
paid to the named beneficiary of the recipient
or, if there is no named beneficiary, to the
recipient's estate.

The board shall adopt rules providing for the

receipt of retirement benefits in the following

optional forms:

a. Single life.

b. An actuarially equivalent joint and
survivor option, with fifty percent or one
hundred percent options. A member
shall have the option to designate a
subsequent beneficiary upon the death
of the original beneficiary or upon a
divorce from a spouse beneficiary. |If
the member elects to choose a non-
spouse beneficiary, subject to any
limitation under subsection 8, the non-
spouse beneficiary must have a date of
birth within ten years of the member’s
date of birth. Any election made under
this subdivision is limited to one
beneficiary, unless a member is
authorized to choose a subsequent
beneficiary under this subdivision.

C. An actuarially equivalent level social

This change would allow a member in the PERS
system to designate a non spouse beneficiary

This change would allow a member of PERS who
elects a joint and survivor option to designate a
new beneficiary if the designated beneficiary died
or if the member divorced.
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=

security option, which is available only
to members who retire prior to attaining
the age at which they may begin to
receive unreduced social security
benefits.

Actuarially equivalent life with ten-year
or twenty-year certain options.

An actuarially equivalent partial lump
sum distribution option with a
twelve-month maximum lump sum
distribution.

An actuarial equivalent graduated
benefit option with either a one or two
percent increase.

This change adds a new optional method for
receiving a benefit. It will allow a member to
spread their benefit payments so they increase
over time at a 1% or 2% rate.

SECTION 9. Subsection 6 of section 54-52-17.4 of
the North Dakota Century Code is amended and reenacted

as follows:

6. In addition to service credit identified in this
section, a vested participating member may
purchase up to five ten years of service credit
unrelated to any other eligible service. Up to a
maximum of five years of purchased service

credit under this subsection will be recognized

as service credit for the purpose of computing

retirement dates under section 54-52-17.

This change will allow member to purchase an
additional 5 years of service credit however it
would not be counted toward eligibility for the rule
of 85.

SECTION 10. AMENDMENT. Section 54-52-28 of
the North Dakota Century Code is amended and reenacted

as follows:

54-52-28. Internal Revenue Code compliance. The
board shall administer the plan in compliance with section
415, section 401(a)(9), section 401(a)(17), and section
401(a)(31) of the Internal Revenue Code in effect on August
1, 2007 2009, as it applies for governmental plans. The

This section updates the federal compliance
provisions for PERS and addresses federal
requirements for dual plans
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defined benefit dollar limitation under section 415(b)(1)(A) of
the Internal Revenue Code, as approved by the legislature,
shall be adjusted under section 415(d) of the Internal
Revenue Code, effective January 1 of each year following a
legislative session. The adjustment of the defined benefit
dollar limitation under section 415(d) shall apply to
participating members who have had a separation from
employment, but such member's benefit payments shall not
reflect the adjusted limit prior to January 1 of the calendar
year in which the adjustment applies. In the event a
participating member's benefit is increased by plan
amendment after the commencement of benefit payments,
the member's annual benefit must not exceed the defined
benefit dollar limitation under section 415(b)(1)(A) of the
Internal Revenue Code, as adjusted under section 415(d)
for the calendar year in which the increased benefit is
payable.

If a participating member is, or ever has been, a participant
in_ another defined benefit plan maintained by the employer,
the sum of the participant's annual benefits from all such
plans may not exceed the defined benefit dollar limitation
under section 415(b)(1)(A) of the Internal Revenue Code.
Where the participating member's employer-provided
benefits under all such defined benefit plans would exceed
the defined benefit dollar limitation, the benefit must be
reduced to comply with section 415 of the Internal Revenue
Code. Such reduction will be made pro rata between the
plans, in proportion to the participating member's service in

each plan.

SECTION 11. AMENDMENT. Subsection 7 of
section 54-52.1-03 of the North Dakota Century Code is
amended and reenacted as follows:

7. If the participating employee is a teacher

faculty member in a state charitable, penal, or
educational institution who receives a salary or

This section applies to the PERS health plan and
clarifies the meaning of teacher and that a contract
can be less then 12 months instead of 9 months.
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wages on a-nire-month less than a
twelve-month basis and has signed a contract
to teach for the next ensuing school year, the
agency shall make arrangements to include
that employee in the insurance program on a
twelve-month basis and make the contribution
authorized by this section for each month of
the twelve-month period.

SECTION 12. AMENDMENT. Section 54-52.1-03.4
of the North Dakota Century Code is amended and
reenacted as follows:

54-52.1-03.4 Participation-by-employeesof
certain political subdivisions and temporary Temporary

employees and employees on unpaid leave of absence.

provided: A temporary employee employed before August
1, 2007, may elect to participate in the uniform group
insurance program by completing the necessary enrollment
forms and qualifying under the medical underwriting
requirements of the program. A temporary employee

This change deletes the provision that allows
employees of employers that do not participate in
PERS to join the health insurance plan. Itis our
understanding that HIPAA does not allow us to
underwrite these individuals and therefore this
could present opportunities for significant adverse
selection against the plan.
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employed on or after August 1, 2007, is only eligible to
participate in the uniform group insurance program if the
employee is employed at least twenty hours per week and
at least twenty weeks each year of employment. The
temporary employee or the temporary employee's employer
shall pay monthly to the board the premiums in effect for the
coverage being provided. An employer shall also have the
option of paying health or life insurance premiums for a
permanent employee on an unpaid leave of absence. A
political subdivision, department, board, or agency may
make a contribution for coverage under this section.

This would allow an employer to make health
insurance payments for an employee on an
approved leave of absence.
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