NDPERS - Projected Underwritten Experience for the 2005-2007 Biennium

May, 2008
NET TOTAL ADMIN CLAIMS ESTIMATED TOTAL ESTIMATED
PREMIUM PREMIUM PREMIUM EXPENSE NET INCURRED & IBNR INCURRED GAIN/

MONTH COLLECTED ADJUSTMENT INCOME $26.98/CON PREMIUM  PAID TO DATE CLAIMS CLAIMS (1) LOSS

Jul-05 $11,491,070 ($2,387) $11,488,683 $637,699 $10,850,984  $10,936,517 $0  $10,936,517 ($85,533)
Aug-05 $11,486,984 $0 $11,486,984 $635,676 $10,851,308 $10,786,748 $0 $10,786,748 $64,560
Sep-05 $11,592,130 $0 $11,592,130 $641,396  $10,950,735 $9,697,696 $0 $9,697,696 $1,253,039
Oct-05 $11,564,639 ($995) $11,563,644 $640,748 $10,922,896  $10,047,510 $0 $10,047,510 $875,386
Nov-05 $11,565,139 $1,417  $11,566,556 $640,478 $10,926,078 $11,384,515 $0 $11,384,515 ($458,437)
Dec-05 $11,575,731 $7,675 $11,583,406 $640,829 $10,942,577  $11,753,271 $0  $11,753,271 ($810,694)
Jan-06 $11,053,969 $332 $11,054,300 $644,606 $10,409,694  $10,007,432 $0 $10,007,432 $402,262
Feb-06 $11,053,628 $0 $11,053,628 $645,308 $10,408,320 $9,713,261 $0 $9,713,261 $695,059
Mar-06 $11,049,994 ($26,775) $11,023,218 $645,146  $10,378,073  $12,096,472 30 $12,096,472 ($1,718,399)
Apr-06 $11,066,004 ($36,321) $11,029,683 $645,820 $10,383,862 $10,977,185 $0 $10,977,185 ($593,323)
May-06 $11,064,390 $3,501  $11,067,891 $646,198 $10,421,693 $11,086,212 $0 $11,086,212 ($664,519)
Jun-06 $11,076,821 $0 $11,076,821 $647,385 $10,429,436  $11,682,121 $0 $11,682,121 ($1,252,685)
Jul-06 $11,056,557 $0 $11,056,557 $646,495 $10,410,063  $10,370,190 $0 $10,370,190 $39,873
Aug-06 $11,052,995 $0 $11,052,995 $646,414  $10,406,581 $11,485,675 30 $11,485,675 ($1,079,094)
Sep-06 $11,153,014 $0 $11,153,014 $650,785 $10,502,229 $10,124,891 $0 $10,124,891 $377,338
Oct-06 $11,116,487 $6,351 $11,122,838 $650,515 $10,472,323  $11,319,476 $0 $11,319,476 ($847,153)
Nov-06 $11,146,017 ($8,222) $11,137,795 $652,916  $10,484,879  $11,274,335 $0 $11,274,335 ($789,456)
Dec-06 $11,130,343 ($12,813) $11,117,530 $651,972  $10,465,558 $11,556,495 $0 $11,556,495 ($1,090,937)
Jan-07 $11,173,395 ($5,016) $11,168,379 $654,643 $10,513,737 $11,653,486 $0 $11,653,486 ($1,139,749)
Feb-07 $11,192,661 $1,098 $11,193,759 $658,177  $10,535,582 $9,934,183 $0 $9,934,183 $601,399
Mar-07 $11,192,066 $4,2900 $11,196,356 $656,154  $10,540,202 $12,130,601 $0  $12,130,601 ($1,590,399)
Apr-07 $11,212,566 $6,117  $11,218,683 $657,017 $10,561,666  $11,247,680 $0  $11,247,680 ($686,014)
May-07 $11,213,832 $6,568 $11,220,400 $656,909  $10,563,491 $12,245,640 $0 $12,245,640 ($1,682,149)
Jun-07 $11,210,872 $4,950 $11,215,822 $657,125 $10,558,697  $10,898,687 $0 $10,898,687 ($339,990)
BIENNIAL

TOTAL $269,491,302 ($50,231) $269,441,072 $15,550,409 $253,890,663 $264,410,279 $0 $264,410,279 ($10,519,616)

(1) Future Months are Estimated based on Projection from NDPERS.



NDPERS - ESTIMATED SURPLUS PROJECTION: 2007-2009 BIENNIUM
May, 2008

The following exhibit summarizes the estimated surplus for the NDPERS
group medical plan at the end of the 2007-2009 biennium. The estimate
has been updated to include account activity through May, 2008.

1) Preliminary Underwriting Gain/Loss for the 2007-2009 Biennium ($6,892,000)
2) Wellness Program Expenses $0
3) Estimated Underwriting Gain/Loss for the 2007-2009 Biennium ($6,892,000)

4) Projected Interest Accumulation
(adjusted for usage as premiun) $0

5) Refunds and Settlements

11/30/07 Perform Rebate (Included as claim rebates) $340,034
02/29/08 Perform Rebate (Included as claim rebates) $385,151
05/31/08 Perform Rebate (Included as claim rebates) $328,973
08/31/08 Perform Rebate $350,000
10/31/08 Perform Rebate $350,000
01/31/09 Perform Rebate $350,000
04/30/09 Perform Rebate $350,000
06/30/09 Perform Rebate $350,000
EPO Settlement Payments 7/07 - 6/08 (No target settlements) $0

7) BCBS Portion of Surplus (Half upto $1,500,000) $0

9) Cash Reserve Account Balance $0
Future Contributions: $0

Future Interest: $O‘_'

10) NDPERS Wellness Accounts

My Health Connection $290,462
Employer Based Wellness ($8,805)
Wellness Benefit Program $66,812

$348,469




NDPERS - Projected Underwritten Experience for the 2007-2009 Biennium

May, 2008
TOTAL ADMIN CLAIMS ESTIMATED TOTAL ESTIMATED
PREMIUM PREMIUM PREMIUM EXPENSE NET INTEREST INCURRED & IBNR INCURRED GAIN/

MONTH COLLECTED ADJUSTMENT INCOME $29.90/Con PREMIUM ON CASH PAID TO DATE CLAIMS CLAIMS(1) LOSS

Jul-07 $13,406,857 $0 $13,406,857 $725,404  $12,681,453 $0 $11,151,889 $0 $11,151,889 $1,529,564
Aug-07 $13,465,027 $308 $13,465,336 $728,334  $12,737,002 $8,720  $12,201,183 $0 $12,201,183 $544,539
Sep-07 $13,608,834 $6,878  $13,615,713 $736,018  $12,879,695 $32,149  $10,883,592 $30,000 $10,913,592 $1,998,252
Oct-07 $13,577,219 $7,321  $13,584,540 $734,822  $12,849,718 $44,159  $12,981,497 $280,000 $13,261,497 ($367,620)
Nov-07 $13,584,631 ($6,547) $13,578,084 $735,480 $12,842,604 $38,392  $12,975,441 $290,000 $13,265,441 ($384,445)
Dec-07 $13,568,728 $5,601  $13,574,329 $734,553  $12,839,776 $40,841  $12,473,273 $400,000 $12,873,273 $7,344
Jan-08 $13,582,515 $3,071  $13,585,586 $735,121  $12,850,465 $39,733 $13,077,802 $550,000 $13,627,802 ($737,604)
Feb-08 $13,622,093 $1,733  $13,623,826 $737,155  $12,886,671 $33,024 $11,612,428 $1,000,000 $12,612,428 $307,267
Mar-08 $13,620,486 ($2,685) $13,617,801 $737,125 $12,880,676 $25,258 $12,314,114 $1,700,000 $14,014,114  ($1,108,180)
Apr-08 $13,626,826 $1,915  $13,628,741 $738,171  $12,890,570 $21,216 $10,425,435 $4,100,000 $14,525,435  ($1,613,649)
May-08  $13,623,071 $1,798 $13,624,869 $737,992  $12,886,877 $17,341 $3,183,806  $10,150,000 $13,333,806 ($429,588)
Jun-08 $13,623,071 $0 $13,623,071 $737,962  $12,885,109 $34,634 $0 $0 $13,053,261 ($133,518)
Jul-08 $13,623,071 $0  $13,623,071 $737,962  $12,885,109 $34,585 $0 $0 $13,115,651 ($195,958)
Aug-08 $13,623,071 $0 $13,623,071 $737,962  $12,885,109 $34,450 $0 $0 $13,178,041 ($258,483)
Sep-08 $13,623,071 $0 $13,623,071 $737,962  $12,885,109 $34,196 $0 $0 $13,240,431 ($321,126)
Oct-08 $13,623,071 $0 $13,623,071 $737,962  $12,885,109 $33,823 $0 $0 $13,302,821 ($383,889)
Nov-08 $13,623,071 $0 $13,623,071 $737,962  $12,885,109 $33,332 $0 $0 $13,365,211 ($446,770)
Dec-08 $13,623,071 $0 $13,623,071 $737,962  $12,885,109 $32,721 $0 $0 $13,427,600 ($509,771)
Jan-09 $13,623,071 $0 $13,623,071 $737,962  $12,885,109 $31,990 $0 $0 $13,489,990 ($572,891)
Feb-09 $13,623,071 $0 $13,623,071 $737,962  $12,885,109 $31,140 $0 $0 $13,552,380 ($636,131)
Mar-09 $13,623,071 $0 $13,623,071 $737,962  $12,885,109 $30,171 $0 30 $13,614,770 ($699,491)
Apr-09 $13,623,071 $0  $13,623,071 $737,962  $12,885,109 $29,080 $0 $0 $13,677,160 ($762,971)
May-09  $13,623,071 $0  $13,623,071 $737,962  $12,885,109 $27,870 $0 $0 $13,739,550 ($826,571)
Jun-09 $13,623,071 $0 $13,623,071 $737,962  $12,885,109 $26,539 $0 $0 $13,801,940 ($890,292)
BIENNIJAL

TOTAL $326,386,206 $19,393 $326,405,599 $17,673,679 $308,731,920 $715,364 $123,280,460 $18,500,000 $316,339,266  ($6,891,983)

(1) Future Months are Estimated based on Projection from NDPERS.



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: July 10, 2008
SUBJECT: Disability

A benefit issue has arisen that staff needs your guidance on in making a determination.

Background

A PERS member met with the PERS staff to explore applying for a disability benefit on March 28,
2008. On April 30, 2008 they terminated employment. The member applied for disability benefits
and selected the J&S option on May 27th. As part of the application they filed their letter from
Social Security indicating they were approved by them for disability (pursuant to our statute this
means they are eligible for PERS disability). PERS processed the application on May 27". The
member was sent the completion notice on May 28". The member passed away on June 6" before
they received their first payment. The issue is should the spouse get the J&S disability benefit or
should they get the lower benefit under section 54-52-17(6) NDCC?

North Dakota Century Code and Administrative Rules

NDCC 54-52-01(16) defines "retirement" as the "acceptance of retirement
benefits...upon...termination of employment”. Thus, there needs to be (1) an acceptance of benefits
and (2) a termination of employment in order for someone to have retired. The attached letters are
from our former attorney concerning these sections and their applicability to benefits. Therefore if a
member does not meet these conditions they have not retired. If the member has not retired and
passes away the spouses benefit options are defined in NDCC 54-52-17 (6) which states:

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



member's account balance to the named primary beneficiaries in the percentages
designated by the member or, if the member has not designated a percentage for
the beneficiaries, in equal percentages. If one or more of the primary beneficiaries
has predeceased the member, the board shall pay the predeceased beneficiary's
share to the remaining primary beneficiaries. If there are no remaining primary
beneficiaries, the board shall pay the member's account balance to the contingent
beneficiaries in the same manner. If there are no remaining designated
beneficiaries, the board shall pay the member's account balance to the member's
estate. If the member has not designated an alternate beneficiary or the surviving
spouse is the beneficiary, the surviving spouse of the member may select a form of
payment as follows:
a. If the member was a supreme or district court judge, the surviving spouse may
select one of the following optional forms of payment:
(1) A lump sum payment of the member's retirement account as of the date of death.
(2) Payments as calculated for the deceased member as if the member was of normal
retirement age at the date of death, payable until the spouse dies.
b. The surviving spouse of all other members may select one of the following options:
(1) A lump sum payment of the member's retirement account as of the date of death.
(2) Payments for sixty months as calculated for the deceased member as if the
member was of normal retirement age at the date of death.
(3) Payment of a monthly retirement benefit equal to fifty percent of the
deceased member's accrued single life retirement benefits until the
spouse dies.
(4) If the member dies on or after the member's normal retirement date, the payment
of a monthly retirement benefit equal to an amount that would have been paid to the
surviving spouse if the member had retired on the day of the member's death and had
selected a one hundred percent joint and survivor annuity, payable until the spouse
dies. A surviving spouse who received a benefit under this subsection as of July 31,
1995, is entitled to the higher of that person's existing benefit or the equivalent of the
accrued benefit available under the one hundred percent joint and survivor provision
as if the deceased member were of normal retirement age, with the increase payable
beginning August 1, 1995.

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

However in the administrative rules for the disability benefit it states

5. Payment of annuity. If awarded, the disability annuity is payable on,
or retroactive to, the first day of the month following the member’s
termination from covered employment minus any early retirement
benefits that have been paid.

Our internal documents state the disability benefit was awarded however the member passed away
before a letter of award was issued.

Legal Review

Aaron has reviewed the above and concludes that the PERS board has the right to make policy
relating to the interpretation of the above provisions.

Aaron indicates that NDCC 54-52-17(6) provides that a member who dies prior to retiring under the
chapter will only be entitled to elections available under subsection 6. In order to be considered



retired, a member must accept a retirement allowance upon terminating employment (NDCC 54-52-
01(16)). This process has been established because many members will make various benefit
elections as they move toward retirement, and this process allows them to change and modify those
elections as they move toward retirement. Under the current circumstances, the member terminated
employment, but did not actually accept or receive any retirement allowance.

Aaron further indicates that upon reviewing the PERS rules, it appears that the board may have
wanted to treat disability retirement differently than other retirement options. NDAC 71-02-05-06(5)
provides "If awarded, the disability annuity is payable on, or retroactive to, the first day of the month
following the member's termination from covered employment minus any early retirement benefits
that have been paid." The Board may want to distinguish this classification based on the fact that,
unlike all other retirement benefits, a disability benefit is subject to a fact finding determination
leading to a final decision (or award). Therefore, the PERS board should make a policy decision, or
interpretation of its laws, determining whether to interpret the members disability retirement payment
as accepted at the award stage under NDAC 71-02-05-06(5), or to classify disability retirement
together with all other retirement payments, subject to NDCC 54-52-17(6), and accepted upon receipt
of the first retirement payment.

Staff Recommendation

To establish the PERS policy for disabilities to be that the election is valid at the time of the award
under NDAC 71-02-05-06(5)












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: July 10, 2008
SUBJECT: Asset Allocation Studies

At the last meeting the Board approved moving forward with asset/liability studies for the
Job Service retirement plan and the retiree health plan. Since the last meeting, RIO has
contacted SEI who did our last studies and they have agreed to do it again at no cost. We
had a conference call with them on July 7" and decided to start the studies when the
actuarial evaluations for this year are complete in October so the most current information
can be included. Based upon this schedule the studies should be available for your review
late this year.

Board Action Requested
To approve the time line and SEI for the asset liability studies.




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: NDPERS Board

FROM: Kathy

DATE: July 9, 2008

SUBJECT: New Employer Group Update

For your information the following is an accounting of the new employer groups that have
joined the NDPERS Main System from July 1, 2007 to June 30, 2008.

Department Name Date of Participation No. Enrolled
Velva Schools August 2007 14
Sheyenne Valley Special Ed September 2007 33
Center-Stanton School October 2007 10
Oliver County October 2007 30
Burleigh County Special Ed November 2007 2
City of Fargo January 2008 320
City of Jamestown January 2008 84
Jamestown Regional Airport January 2008 5
New Rockford-Sheyenne School January 2008 10
Williams County SCD January 2008 1
Pierce County February 2008 1
Fargo Parks & Recreation April 2008 30
City of Beach April 2008 _4
Total 544

Also please note the city of Grand Forks and Grand Forks Public Library is coming on the
plan July 1, 2008 which will add an additional 200-300 members.



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: NDPERS Board

FROM: Kathy

DATE: July 9, 2008

SUBJECT: Member Education Services

For your information the following is an accounting of the number of members reached
through education services provided by PERS staff from July 1, 2007 to June 30, 2008.

Service No. of Attendees
New Employee Orientation (State) 230
PEP 90
On Site Benefit Counseling (OBCS) 337
Preretirement Education Program (PREP) — Employer Request 96
TFFR PREP presentations 150
PREP — PERS sponsored 438
Fidelity Education Sessions 312
Retiree Forum 147

Total 1,800



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: July 10, 2008

SUBJECT: Proposed Legislation and Staff Recommendations

Attachment #2 is the draft technical reviews from Segal and GBS on the proposed
legislation. BCBS is doing the review for Bill #90084.01 and #90124.01 and that information
will be brought to the PERS meeting.

Attachment #1 is a matrix from PERS staff containing recommended actions on the bills
based upon the technical valuations completed thusfar. In October the final technical and
actuarial reviews will be presented to the Board. At that time you will have your final review
of the bills and an opportunity to make any final recommendations. Please note staff
recommendations are bolded here and in the attached for your consideration.

In addition to the attached bills, Representative Klemin will be submitting an additional bill
on behalf of the Judges. During our benefits planning process which started this last
October we met several times with the Judges to review with them the status of their plan
and seek their recommendations for your consideration relating to any benefit
enhancements. One topic was offering to North Dakota Judges a Health Care Savings Plan
similar to that offered to Minnesota Judges. Attachment #3 is information from Minnesota
on that plan. While the Judges were interested in pursuing this program, they wanted to
review with all the Judges before making a decision and that meeting was this June after
the date for us to submit a bill. In June they did discuss it with all the Judges and decided to
move forward. Representative Klemin is submitting it on their behalf. The proposed bill
would place the responsibility for this employee benefit program with the PERS Board as it
is in Minnesota. Since this would be a product that would be bid out, staff does not
believe that it would affect our workload significantly and would recommend that at
this point in time PERS take a neutral position on the bill.





