NDPERS BOARD MEETING ...........

ND Association of Counties

1661 Capitol Way
gen a Fargo Location:

BCBS, 4510 13" Ave SW

May 21, 2009 Time: 8:30 AM

. MINUTES
A. April 16, 2009

Il. Administration
A. PERSLIink Update — Sharon (Information)

lll. GROUP INSURANCE

Wellness Program Update — Nancy Vogeltanz Holm (Information)
Gallagher Benefit Services — Sparb (Board Action)

ND Pharmacy Services Corporation Contract — Sparb (Board Action)
Secondary Coverage Eligibility — Sparb (Board Action)

Single Plus Dependent (SPD) Rate — Sparb (Board Action)

EAP Proposals — Bryan (Board Action)

BCBS Letter — Sparb (Information)

Member Bill Audit Program — Sparb (Board Action)

Disability Consultant Contract — Kathy (Board Action)

Dental Plan Renewal — Sparb & Kathy (Board Action)
Surplus/Affordability Update — Bryan (Information)

A.
B.
C.
D.
E.
F.
G.
H.
l.

J.

K.

IV. RETIREMENT
A. New Federal Tax Withholding Tables — Sparb (Information)

V. MISCELLANEOUS
A. Legislative Update — (Information)
B. Board Election Update — Kathy (information)
C. Update on Request for Proposal — Sparb (Information)
D. SIB Agenda

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




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: Sharon Schiermeister
DATE: May 14, 2009

SUBJECT: PERSLink Project Update

Anne Bahr of LR Wechsler will be at the Board meeting to provide an update on the status
of the PERSLink Project. In addition, Rick Deshler of Sagitec will provide an overview of the

technical quality assurance process they follow when developing systems such as
PERSLink.



COPYRIGHT © 2009 L. R. WECHSLER, LTD. ALL RIGHTS RESERVED.

North Dakota Public Employees Retirement System

NDPERS PERSLInk

Board Presentation
May 21, 2009

“We commit to successfully implement a robust,
reliable, secure web-enabled, integrated benefit
administration system that improves NDPERS’
business operations and service.”

Presented by:
L. R. Wechsler, Ltd. (LRWL)
10394 Democracy Lane
Fairfax, VA 22030
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Project Status

¢ Start Date: October 1, 2007
¢ Project Status — Green

¢ Anticipated End Date: October 2010
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Accomplishments

¢ October, 2008 Release 1.0

» Contact Management, Workflow, Security, Front
End Imaging

¢ January, 2009 Pilot 2.1

» Employer Reporting, Organization and Person
Overview, Insurance Billing, General Ledger
Transactlons Service Purchases

¢ July, 2009 Pilot 2.2 (anticipated)

» Retirement application processing, Setting up
Payee Accounts and Withholding, QDRQO'’s and
Benefit Calculations

A |
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Overall Project Schedule

Oct 2§)08
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gAcceptance
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[ Imaging and Call Center ] PRODUCTION : i :
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Oct 2010
Testing Testing
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PRODUCTION
Member Account Benefits Processing Self Service
Employer Maintenance Post-Retirement Annual Batch Processing
Employer Reporting Benefits Payment, Integration /
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Status as of 3/31/20

Original Actual Expected Actual vs Expected Remaining
Budget Costs Costs Variance Budget
Sagitec 7,678,360 4,244,901 4,217,445 27,456 3,433,459
LRWL 1,000,000 414,668 429,163 (14,496) 585,332
Hardware/Software 185,000 12,430 12,430 (0} 172,570
Contingency 730,640 17,820 17,820 0 712,820
Total Appropriation 9,594,000 4,689,818 4,676,858 12,960 4,904,182
PERS Staffing 908,214 291,609 471,477 (179,868) 616,605
hours 24,000 7,706 12,459 (4,753) 16,294
Total Budget 10,502,214 4,981,427 5,148,335 (166,908) 5,520,787

Explanation of Sagitec variance:

Pilot 2.3 SOW

Pilot 2.3 Fine Grained Phase WBS

Pilot 2.3 Updated RTM
backfile conversion

Cost Performance
Index (CPI)
0.99
1.03
1.00
1.00

1.00

1.62

1.03

Estimate at
Completion (EAC)
7,728,346
966,223
185,000
730,640

9,620,586

561,731

10,161,734

(12,780) (decision was made to not run Pilot 2.2/Pilot 2.3 in parallel so work/payment is delayed)
(3,772) (decision was made to not run Pilot 2.2/Pilot 2.3 in parallel so work/payment is delayed)
(15,975) (decision was made to not run Pilot 2.2/Pilot 2.3 in parallel so work/payment is delayed)
59,983 (budgeted $20,000 for test sample only, project is ahead of schedule)

27,456
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Code Review

Survey of Other Pension Systems

Sagitec Tool and Results

Review results with ITD/Steering Committee
Input from other Sagitec Installations

® & ¢ o

>

A |




000000000000000 . R. WECHSLER, LTD. ALL RIGHTS RESERVED

Post Implementatio}n' Supp'ort

Planning

¢ NDPERS Management,
LRWL and Sagitec are
assisting IT staff in
determining their roles and
responsibilities after go live.

A |
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Summary

¢ Project Is approximately 50% complete.

¢ NDPERS has begun planning for future
ongoing maintenance and support

>
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uestions & Comments




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: May 13, 2009

SUBJECT: Wellness Program Update

Attached is the report from Dr. Nancy Vogeltanz-Holm relating to the ND Worksite Health
Promotion Program along with the Aggregate Report for Year 3. Dr. Holm will be at the
Board meeting to review the findings and answer any questions you may have.



Uik tegra e NOrth Dakota Worksite Health Promotion Program:
2006-2008 Health Claims Cost Analyses

Report to the North Dakota Public Employees Retirement System

Center for Health Promotion & Prevention Research
University of North Dakota School of Medicine & Health Sciences
Grand Forks, ND

Dr.Nancy Vogeltanz-Holm, Director
Dr. Jeffrey Holm, Senior Scientist
Dr. Dmitri Poltavski, Research Analyst

March 2009
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Introduction

The North Dakota Worksite Health Promotion Program (HPP) was a pilot program
conducted in 2006-2008 that provided 2.5 years of active health promotion services and
evaluation of program effectiveness for North Dakota state employees from four agency
worksites. The purpose of the program was to develop and implement an evidence-
based worksite health promotion program that would potentially improve state
employees’ health, health behaviors, work productivity, work satisfaction, and decrease
healthcare costs. The program was sponsored by the North Dakota Public Employees
Retirement System and designed, implemented, and evaluated by health professionals
at the University of North Dakota School of Medicine and Health Sciences, Center for
Health Promotion and Prevention Research.

The HPP involved employees from the Office of Management and Budget; the State
Historical Society; the Department of Commerce; and the Department of Tax.

All agency employers/health councils received the following services:

Worksite environment and employee needs assessment

Recommendations and assistance to health councils

Health promotion toolkits and monthly planners for initiating worksite activities
Yearly worksite-specific and aggregate evaluation/progress reports

* & o o

2.5 years of individualized services to all employees included the following:

+ Computerized employee health risk assessments with automated health risk
analyses and individualized recommendations for improving health

$25 stipend for completing the health assessment

Self-help materials for modifying health risks

Comprehensive list of local healthy lifestyle services

Worksite Tobacco Cessation classes

4-month worksite fruits & vegetables program

Yearly worksite-specific and aggregate evaluation reports
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Additionally, employees at two of the worksites received these individualized services:
+ 3 (annual) cycles of Individualized health coaching
+ 2 (annual) worksite health screenings including venipuncture lipid panels (total
cholesterol, LDL, HDL, triglycerides) and blood glucose; blood pressure; body
mass and waist circumference; and stress/depression screens

Several reports and updates detailing all non-cost related results of the ND Worksite
Health Promotion Program were previously provided to NDPERS. This current report
details the methodology and results of changes in healthcare claims costs for the Health
Promotion Program employees relative to a large control group of state employees from
the Bismarck area. Additional analyses in this report present cost differences between
Health Promotion Program employees receiving higher versus moderate level services.




Claims Costs Analyses Method:

Worksite Selection & Design, Intervention Group

The four worksites selected to participate in the ND Worksite Health Promotion Program
were similar in community resources (all located in Bismarck area) and demographics
(number of employees, average age, and gender balance), but varied in their health
claims costs prior to intervention (two were of higher costs and two were relatively lower
costs). One higher cost worksite and one lower cost worksite pair were randomly
assigned to receive a higher level of health promotion services (Commerce & Tax). The
other two worksites received the moderate level of services (OMB & SHS). The Health
Promotion Program employees (hereafter called the intervention group) had to be
employed for at least one year during 2006 or 2007 to be included in the data analyses
(N=462). The mean age of the intervention group was 49.0 years. Women comprised
52.4% of the sample.

Claims Costs Analyses Method:

Worksite Selection & Design, Control Group

The control group consisted of all NDPERS state and political subdivision employees
from the Bismarck-Mandan area not employed in one of the four intervention worksites
and who were employed for at least one year during 2006 or 2007 (N = 3,371). The
mean age of the control group was 47.2 years. Women comprised 54.7% of the
sample. The largest number of employees represented in the control group included
those from the Departments of Transportation, Human Services, and Health; Bismarck
State College; the State Penitentiary; the Information Technology Division; Workforce
Safety; the Bank of North Dakota; and the Attorney General’s office.

Employees from the Bismarck area were selected as controls because they share the
same non-work exposure to health promotion services and health resources, thus
providing control for these potential influences on health behavior and health costs.
The control group employees were exposed to various levels of worksite health
promotion activities due to NDPERS’ Statewide Wellness Program which provided
incentives for implementing worksite programs. Some additional sites, e.g., the
Department of Transportation, provided their employees with specialized wellness
services. Most control employees also had the opportunity to participate in no cost or
low cost health screenings through worksite programs and/or Wellness fairs held at the
State Capitol. Therefore, our control group represents a high similar comparison group
and provides a very conservative (rigorous) test of the intervention.

Claims Costs Analyses Method:

Statistical Design

Intervention and control group employees’ health care claims data were obtained from
NDPERS for all claims submitted between 1/1/2003 and 6/30/2008. Costs associated
with doctor/clinic charges, pharmacy charges, and hospital charges were calculated
separately along with a measure of total combined costs. Employees had to be
employed for at least one year during 2006 or 2007 to be included in the data analyses.
Costs were summed for each calendar year and annualized for the 2008 year by
multiplying by two each employee’s costs for the six-month period from 1/1/2008 to




6/30/2008. Next, adjustments were made for inflationary increases in health care costs
in 2004, 2005, 2006, 2007, and 2008 based on data provided by NDPERS and BCBS of
North Dakota. Therefore, all health care costs presented in this report are based on
2003 dollars.

Baseline costs were established for each employee by summing 2003, 2004, and 2005
costs and obtaining an average by dividing the sum by the number of these years they
were employed by a NDPERS benefitted agency. Thus, four longitudinal data points
were used in analyzing the claims data: baseline (2003-2005), Intervention Year 1
(2006), Intervention Year 2 (2007), and Intervention Year 3 (first half of 2008,
annualized).

Analyses of health care cost data is complicated by its non-normal data distributions
including a restricted range (non-negative observations), a “spike” of zero values, and
skewness. As expected, the distribution of NDPERS members’ costs contained all
these distributional problems. Heavily skewed data represents the most serious
problem for linear regression techniques. Our NDPERS data showed that the majority
of members had average yearly costs of less than $700 but a small number of very high
cost members greatly distorted the overall mean costs. The solution for analyzing
heavily skewed cost data is to logarithmically transform the data which minimizes the
effect of extremely skewed data. Because logarithmic transformations result in data
that are no longer interpretable in their original cost units (dollars), an additional step in
which a “smearing factor” is calculated and applied to the data is required before “re-
transforming” the data back into their original units. A two-part smearing factor that
provides separate adjustments for the highly skewed upper decile of costs and the
remaining 90% of costs was used in the current analyses (Buntin & Zaslavsky, 2004).

All analyses were conducted using Generalized Estimating Equations (GEE) which
allows for analysis of longitudinal and correlated data. GEE analyses were conducted
in which the intervention and control groups were compared in each of the four time
periods on log-transformed (@) total costs; (b) physician/clinic costs; (¢) pharmacy costs;
and (d) hospital costs (intervention X time interaction effect). Each model also included
the main effects of gender and age, the gender X time interaction, and the gender X
intervention X time interaction. Graph values for the main and secondary analyses are
based on re-transformed (two-factor smearing) mean costs per year, inflation-adjusted
to 2003 costs.

Because health care costs studies have shown that almost 80% of all health care costs
are incurred by a relatively small percent of individuals in the population, we conducted
a second set of analyses comparing the intervention and control group employees who
incurred relatively lower average costs across the study periods. These analyses
repeated the same statistical design used in the main analyses but excluded the
employees who had incurred approximately 80% of the total costs during the 2003-2008
period (average total costs of $2,000 per year or greater). These analyses therefore
included 67.5% of the intervention group employees and 70.2% of the control group
employees, all of which had yearly average costs of less than $2,000. This sample,




however, was also highly skewed (recall that the median of the total sample is
approximately $700 per year) and thus required log-transformations and re-
transformations of the data. Re-transformations, however, used only a single smearing
factor because there was no extremely high decile of costs.

Finally, a third set of analyses examined potential cost differences between intervention
group employees who received the higher level of health promotion services (n=218)
compared to intervention group employees who received a moderate level of services
(n=244). GEE models comparing costs between the High- and Moderate-level services
worksites used the same statistical design as described above for the main analyses.

Claims Costs Analyses: Results, Intervention vs. Control Groups

Total Health Care Costs. Significant effects were found for gender [*(1)=75.02, p <
.001], age [y?(1)=357.81, p < .001], and the intervention X time interaction [y?(3)=17.89,
p <.001] on log normal transformed total health care costs. Women had significantly
greater total health care costs than men across all years (see figure 1), and total health
care costs significantly increased with employees’ ages (see figure 2). Intervention
group employees showed significantly greater decreases in total health care costs from
the baseline measurement through 2008 compared to control employees (see figure 3).
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Figure 1: Gender differences in total health care costs adjusted for inflation (in 2003
dollars) for all employees (N=3,833). Means with different superscripts are statistically
different at p < .05.
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Figure 2: Age differences in total health care costs adjusted for inflation (in 2003 dollars)
for all employees (N=3,833). Means with different superscripts are statistically different
atp <.05.
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Figure 3: Differences in total health care costs across time adjusted for inflation (in 2003
dollars) for intervention (n=462) and control employees (n=3,371). Means in the same
row with different letter superscripts are significantly different (p < .05) and means in the
same column with different number superscripts are significantly different (p < .05).




Doctor/Clinic Health Care Costs. Significant effects were found for gender
[x%(1)=133.60, p < .001], age [x*(1)=159.29, p < .001], and the intervention X time
interaction [¢?(3)=20.69, p < .001] on log normal transformed doctor/clinic health care
costs. Women had significantly greater doctor/clinic costs than men across all years
(see figure 4), and doctor/clinic costs significantly increased with employees’ ages (see
figure 5). Intervention group employees showed greater decreases in doctor/clinic costs
from the baseline measurement through 2008 than did control employees (see figure 6).
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Figure 4: Gender differences in doctor/clinic health care costs adjusted for inflation (in
2003 dollars) for all employees (N=3,833). Means with different superscripts are
statistically different at p < .05.
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Figure 5: Age differences in doctor/clinic health care costs adjusted for inflation (in 2003
dollars) for all employees (N=3,833). Means with different superscripts are statistically
different at p < .05.
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Figure 6: Differences in doctor/clinic health care costs across time adjusted for inflation
(in 2003 dollars) for intervention (n=462) and control employees (n=3,371). Means in
the same row with different letter superscripts are significantly different (p < .05) and
means in the same column with different number superscripts are significantly different
(p < .05).




Pharmacy Costs. Significant effects were found for gender [y?(1)=40.58, p < .001] and
for age [x%(1)=414.80, p < .001] on log normal transformed pharmacy costs. There was
no significant intervention X time interaction effect [¢%(3)=5.46, p = .141]. Women had
significantly greater pharmacy costs than men across all years (see figure 7) and
pharmacy costs significantly increased with employees’ ages (see figure 8).
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Figure 7: Gender differences in pharmacy costs adjusted for inflation (in 2003 dollars)
for all employees (N=3,833). Means with different superscripts are statistically different
at p <.05.
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Figure 8: Age differences in pharmacy costs adjusted for inflation (in 2003 dollars) for all
employees (N=3,833). Means with different superscripts are statistically different at p <
.05.




Hospital Costs. Significant effects were found for gender [x%(1)=12.20, p < .001] and
age [¢%(1)=171.60 p < .001] on log normal transformed hospital costs. There was no
significant intervention X time interaction effect [%(3)=3.59, p = .309]. Women had
significantly greater hospital costs than men across all years (see figure 9), and hospital
costs significantly increased with employees’ ages (see figure 10).
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Figure 9: Gender differences in hospital costs adjusted for inflation (in 2003 dollars) for
all employees (N=3,833). Means with different superscripts are statistically different at p
<.05.
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Figure 10: Age differences in hospital costs adjusted for inflation (in 2003 dollars) for all
employees (N=3,833). Means with different superscripts are statistically different at p <
.05.




Claims Costs Analyses: Results, Intervention vs. Control Groups,

Employees Without High Health Care Costs

GEE analyses examined the effect of the worksite health promotion intervention across
time, controlling for gender and age on total health care costs, doctor/clinic costs,
pharmacy costs, and hospital costs in a sample of employees that did not have high
health care costs across the study periods. This sample excluded those employees
who had incurred approximately 80% of the average total costs during the 2003-2008
period (average total costs of $2,000 per year or greater). These analyses therefore
included 67.5% of the intervention group employees (n = 312) and 70.2% of the control
group employees (n = 2,365), all of which had yearly average costs of less than $2,000.
This sample, however, was also highly positively skewed and thus required log-
transformations and re-transformations of the data using the process described for the
main analyses.

Total Health Care Costs. Significant effects were found for gender [;?(1)=65.40, p <
.001], age [1?(1)=160.89, p < .001], and the intervention X time interaction [y?(3)=17.00,
p <.001] on log normal transformed total health care costs for the employees who had
yearly average costs of less than $2,000. Women had significantly greater total health
care costs than men across all years (see figure 11), and total health care costs
significantly increased with employees’ ages (see figure 12). Intervention employees
showed greater decreases in total health care costs from the baseline measurement
through 2008 than did control employees (see figure 13).
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Figure 11: Gender differences in total health care costs adjusted for inflation (in 2003
dollars) for employees with yearly average health care costs < $2,000 (N=2,677).
Means with different superscripts are statistically different at p < .05.
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Figure 12: Age differences in total health care costs adjusted for inflation (in 2003
dollars) for employees with yearly average health care costs < $2,000 (N=2,677).
Means with different superscripts are statistically different at p < .05.
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Figure 13: Differences in total health care costs across time adjusted for inflation (in
2003 dollars) for intervention (n=312) and control employees (n=2,365) with yearly
average health care costs < $2,000. Means in the same row with different letter
superscripts are significantly different (p < .05) and means in the same column with
different number superscripts are significantly different (p < .05).




Doctor/Clinic Health Care Costs. Significant effects were found for gender
[¥%(1)=113.95, p < .001], age [x*(1)=42.46, p < .001], and the intervention X time
interaction [¢?(3)=20.23, p < .001] on log normal transformed doctor/clinic health care
costs for employees who had yearly average costs of less than $2,000. Women had
significantly greater doctor/clinic costs than men across all years (see figure 14), and
doctor/clinic costs significantly increased with employees’ ages (see figure 15).
Intervention employees showed greater decreases in doctor/clinic health care costs
from the baseline measurement through 2008 than did control employees (see figure
16).
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Figure 14: Gender differences in doctor/clinic health care costs adjusted for inflation (in
2003 dollars) for employees with yearly average health care costs < $2,000 (N=2,677).
Means with different superscripts are statistically different at p < .05.
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Figure 15: Age differences in doctor/clinic health care costs adjusted for inflation (in

2003 dollars) for employees with yearly average health care costs < $2,000 (N=2,677).
Means with different superscripts are statistically different at p < .05.
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Figure 16: Differences in doctor/clinic health care costs across time adjusted for inflation
(in 2003 dollars) for intervention (n=312) and control employees (n=2,365) with yearly

average health care costs < $2,000. Means in the same row with different letter
superscripts are significantly different (p < .05) and means in the same column with
different number superscripts are significantly different (p < .05).




Pharmacy Costs. Significant effects were found for gender [y?(1)=24.83, p < .001] and
age [¢%(1)=191.34, p < .001] on log normal transformed pharmacy costs for employees
who had yearly average costs of less than $2,000. Women had significantly greater
pharmacy costs than men across all years (see figure 17), and pharmacy costs
significantly increased with employees’ ages (see figure 18). Although the intervention X
time interaction was not statistically significant [x*(3)=6.66, p = .083], there was a trend
for intervention employees to show greater decreases than control employees in
pharmacy costs from the baseline measurement through 2008 (see figure 19).
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Figure 17: Gender differences in pharmacy costs adjusted for inflation (in 2003 dollars)
for employees with yearly average health care costs < $2,000 (N=2,677). Means with
different superscripts are statistically different at p < .05.
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Figure 18: Age differences in pharmacy costs adjusted for inflation (in 2003 dollars) for
employees with yearly average health care costs < $2,000 (N=2,677). Means with
different superscripts are statistically different at p < .05.
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Figure 19: Differences in pharmacy costs across time adjusted for inflation (in 2003
dollars) for intervention (n=312) and control employees (n=2,365) with yearly average
health care costs < $2,000. Means in the same row with different letter superscripts are
significantly different (p < .05) and means in the same column with different number
superscripts are significantly different (p < .05).




Hospital Costs. A significant effect was found for age [y%(1)=53.91, p < .001], but there
were no significant effects of gender [¢%(1)=2.61, p = .106] or the intervention X time
interaction [3(3)=3.69, p = .297] on log normal transformed hospital costs for the
employees who had yearly average costs of less than $2,000. Hospital costs
significantly increased with employees’ ages (see figure 20).
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Figure 20: Age differences in hospital costs adjusted for inflation (in 2003 dollars) for
employees with yearly average health care costs < $2,000 (N=2,677). Means with
different superscripts are statistically different at p < .05.




Claims Costs Analyses: Results, Higher vs. Moderate Level Interventions

GEE analyses compared health care costs across the study periods for intervention
employees who were exposed to the higher level of health promotion services (n = 218)
to intervention employees who were exposed to the moderate level of health promotion
services (n=244). Gender and age were controlled in all analyses. Analyses were for
total health care costs, doctor/clinic costs, pharmacy costs, and hospital costs.

Total Health Care Costs. Significant effects were found for gender [x%(1)=27.79, p <
.001] and for age [¢?(1)=28.46, p < .001], but not for the higher vs. moderate level
intervention X time interaction [y?(3)=6.21, p = .102] on log normal transformed total
health care costs. Women in the intervention group had significantly greater total health
care costs than men across all years (see figure 21). Total health care costs
significantly increased with employees’ ages (see figure 22).
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Figure 21: Gender differences in total health care costs adjusted for inflation (in 2003
dollars) for intervention employees (N=462). Means with different superscripts are
statistically different at p < .05.
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Figure 22: Age differences in total health care costs adjusted for inflation (in 2003
dollars) for intervention employees (N=462). Means with different superscripts are
statistically different at p < .05.




Doctor/Clinic Health Care Costs. Significant effects were found for gender
[x%(1)=45.25, p < .001] and for age [x*(1)=19.83, p < .001], but not for the higher vs.
moderate level of intervention X time interaction [x*(3)=4.61, p = .203] on log normal
transformed doctor/clinic health care costs. Women in the intervention group had
significantly greater doctor/clinic costs than men across all years (see figure 23).
Doctor/clinic costs significantly increased with employees’ ages (see figure 24).
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Figure 23: Gender differences in doctor/clinic health care costs adjusted for inflation (in
2003 dollars) for intervention employees (N=462). Means with different superscripts are
statistically different at p < .05.
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Figure 24: Age differences in doctor/clinic health care costs adjusted for inflation (in
2003 dollars) for intervention employees (N=462). Means with different superscripts are
statistically different at p < .05.




Pharmacy Costs. Significant effects were found for gender [y%(1)=14.38, p < .001],
age [¢?(1)=43.58, p < .001], and the higher vs. moderate level of intervention X time
interaction [3?(3)=11.15, p < .05] on log normal transformed pharmacy costs. Women in
the intervention group had significantly greater pharmacy costs than men across all
years (see figure 25). Pharmacy costs significantly increased with employees’ ages
(see figure 26). Higher level intervention employees showed greater decreases in
pharmacy costs from baseline to 2007 compared to employees exposed to the
moderate level intervention (see figure 27).
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Figure 25: Gender differences in pharmacy costs adjusted for inflation (in 2003 dollars)
for intervention employees (N=462). Means with different superscripts are statistically
different at p < .05.
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Figure 26: Age differences in pharmacy costs adjusted for inflation (in 2003 dollars) for
intervention employees (N=462). Means with different superscripts are statistically
different at p < .05.
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Figure 27: Differences in pharmacy costs across time adjusted for inflation (in 2003
dollars) for employees exposed to the higher level intervention (n=218) compared to the
moderate level intervention (n=244). Means in the same row with different letter
superscripts are significantly different (p < .05) and means in the same column with
different number superscripts are significantly different (p < .05).




Hospital Costs. Significant effects were found for age [x%(1)=26.77, p < .001], but not
for gender [y?(1)=2.17, p = .14] or the higher vs. moderate level intervention X time

interaction [3(3)=1.90, p = .594] on log normal transformed hospital costs. Hospital
costs significantly increased with employees’ ages (see figure 28).
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Figure 28: Age differences in hospital costs adjusted for inflation (in 2003 dollars) for
intervention employees (N=462). Means with different superscripts are statistically

different at p < .05.




Summary and Conclusions

Overall Program Success in Health- and Work-Related Changes. The North Dakota
Worksite Health Promotion Program implemented in four North Dakota state agencies
involving approximately 450 employees was an effective intervention in improving self-
reported health, work productivity, and work satisfaction (see worksite aggregate reports
to NDPERS, 2006-2008). As shown in these previous reports, the greatest
improvements occurred in physicial acitvity and nutrition—the areas of health behavior
that were the greatest focus of the intervention. Significant gains were also made in
work productivity, preventive care, and lowering risks for developing diabetes and
cardiovascular disease.

One strong predictor of successful health promotion programs is employee participation.
The participation was high in this program with almost all of the employees participating
in some aspect of the program. An excellent indicator was the high rate of completion
of the annual health risk assessment with overall completion rates of 68%, 73%, and
75% in 2006-2008, respectively. One of the four worksites had over 90% of employees
completing the health risk asessment in both 2007 and 2008. The $25 stipends for
completing the health assessments were an important motivator for using this important
assessment and feedback tool. Another important contributor to the success of the
program was strong management support and active health councils across the four
worksites. Employee feedback about the program was uniformly positive across all four
worksites, as previously reported in 2006-2008 reports.

Changes in Costs: Intervention vs. Control Employees. Despite the support for and
satisfaction with worksite health promotion programs and the often-found improvements
in health/health behaviors, health cost changes have been far more difficult to
demonstrate. Several studies have found less inflation-adjusted growth in costs for
employees patrticipating in worksite HP programs and a few have shown that costs
increased less for intervention groups compared to control groups. But rarely do
studies find actual decreases in inflation-adjusted costs that are significantly lower than
a control group.

The results of this current cost analysis demonstrate statistically significant high impact
cost savings for the intervention group employees compared to the control employees
on total costs from baseline to the final assessment point in 2008. Findings were
similarly signficant when comparing intervention and control groups for only those
employees with yearly average costs of less than $2,000. A similar proportion of
savings were found, albeit lower absolute dollar amounts due to the restricted range of
costs.

Most of the cost savings appear related to outpatient doctor/clinic costs—also a main
focus of the intervention as all worksites agreed to include “self-care” seminars into their
program activities. Pharmacy costs often go up in the first two years following worksite
health promotion programs due to more individuals beginning to use necessary
medications to address identified risk factors for cardiovascular disease and diabetes.




Consistent with this hypothesis, there were no signficiant differences in pharmacy costs
between the intervention and control groups although the intervention group had lower
costs by about $110. There were clearly no significant differences between the
intervention and control groups on hospital costs. It may be that 2.5 years is not long
enough for hospital costs to be affected by a worksite health promotion program.

There was also a very high degree of skew in the hospital data with many employees
having zero costs and a few persons with extremely high costs. Because of the great
variance in this data, power to detect meaningful differences was low, thus lowering the
precision of results for the hospital cost analysis.

If the approximately $900 savings from 2006-2008 were to be replicated for the
approximately 18,500 non-retiree NDPERS members, a potential savings of over $16
million or an average of about $5.5 million per year would be realized. The costs of
implementing these programs would be approximately $100 per employee per year or a
total of about $1.8 million per year—a net savings of $3.7 million per year. This of
course assumes equal employee demographics, worksite conditions and program
implementation intensity, which could be potentially difficult to obtain in smaller or more
rural worksites. However, given the comparison to a conservative control group if the
intervention group been compared to a less conservative group control (i.e., less urban
with no health promotion activities), an overall savings could still be in the estimated
range described above.

Finally, it is interesting to note that control employees’ costs also had a small but
significant decrease in total and doctor/clinic costs in 2008. This provides some
preliminary evidence that the NDPERS general worksite health promotion programs in
place for all state worksites may be having a positive effect on costs.

In conclusion, we believe these are extremely promising data, indicating that health
improvements and substantial costs savings may be achieveable using the types of
programs implemented in this pilot worksite health promotion program.

Changes in Costs: Higher vs. Moderate Level Services, Intervention Employees.
We did not find significant cost differences between our intervention employees from
two worksites who received a higher level of worksite health promotion services
compared to the employees from two worksites who received the moderate level of
services. There was, however, a trend for the higher level intervention employees to
have lower pharmacy costs and a trend toward women employees receiving the higher
level intervention to have lower doctor/clinic costs compared to all other gender X
intervention level comparisons. Power for detecting differences between the high and
moderate level intervention groups due to high variance and lower numbers of
employees was relatively low; therefore, we consider these nonsignificant trends to be
potentially meaningful.

The difference between high and moderate level services was that high services
worksites received free onsite health screenings and employees with two or more health
behavior risks were eligible to receive health coaching. As discussed above, all




Bismarck-area employees had the opportunity in both intervention years to receive no-
or low-cost health screenings at the State Capitol. This was especially convenient for
employees working at the State Capitol which included both worksites that received the
moderate level intervention (one worksite receiving higher level services was not
located at the Capitol). This may have led to poor differentiation between groups on this
service.

Health coaching and Disease Management services were also available to all NDPERS
employees through ND Blue Cross/Health Dialogue. These services may also have
contributed to a lack of distinction between the two levels of services. Finally, our UND-
based health coaching would likely have been more effective if a greater percentage of
eligible employees (those with 2 or more health risks) would have elected to use the
service. In 2006, 54% of eligible employees used health coaching, but only 25% did so
in 2007 and 21% in 2008. There were significantly fewer employees eligible for health
coaching in 2007 and 2008, but it is nonetheless clear that this potentially high intensity
service was underutilized. A further limitation of our health coaching program is that
employees could only be identified for health coaching after they completed the annual
health risk assessment. About 25% of employees across the four worksites did not take
the health risk assessment. Previous studies have shown that persons with more
health risks are less likely to take health risk assessments compared to healthier
persons, and thus, some high risk employees who would benefit from health coaching
were not identified. It will be important for future programs with health coaching to
consider additional ways to identify at-risk employees and to increase participation.
Using health screening data with employees’ informed consent would be one important
way to further identify at-risk employees for health coaching eligibility. Employers may
improve participation in health coaching by offering incentives, ensuring a private and
easy-to-access location for talking to the health coach, and by providing strong
management support for the importance and acceptability of using health coaching
during work hours.

These limitations confer difficulties in drawing conclusions about the cost-effectiveness
of having free onsite health screenings and health coaching for at-risk employees. On
the one hand, both theoretical and empirical evidence suggest these are effective
services and are well-received by employees. But if the same conditions of the current
2.5 year study were replicated, these services would not lead to more cost savings
relative to programs without these services.

Therefore, we conclude that it is important to carefully consider the characteristics of a
worksite before making a decision about the utility of these higher cost services. For
example, worksites should consider whether employees have access to low- or no-cost
health screenings through health fairs or other community events. Secondly, do
employees have access to free online or telephone services for advice, health coaching,
and/or disease management services? If the answers to these questions are no, then
these services will become even more important.




Finally, it is important to note that when comparing several work productivity measures,
employees receiving the higher level intervention had significantly greater
improvements across the study period compared to employees receiving the moderate
level intervention. This suggests that employees with a fuller range of health promotion
services may feel more satisfied and therefore more productive. If productivity costs
had been quantified and added to overall cost savings, the higher level intervention
employees may have shown greater improvements relative to the moderate level
intervention employees. Although it is far more difficult to assign monetary costs to
productivity measures, analyzing both productivity and health costs should be an
important goal for future cost studies.




Aggregate Report: Year 3

Personal Behavioral Health Profile
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The sovereign invigorator
of the body is exercise,
and of all the exercises
walking is the best.

—Thomas Jefferson

Smoke a Pipe or Cigars

Use Smokeless Tobacco

Moderate activity < 5 times/week 58.8%
Vigorous activity < 3 times a week 58.4%
Strength Building < 3 times a week 74.1%
Not physically active 27.7%

= et £ 27

Whole grains < 3 servings/day

Fruits < 3 servings/day

Vegetables < 3 servings/day 79.9%
Vegetables & Fruits < 5 servings/day 67.4%
Red meat 3+ servings/week 67.8%
Regularly eat salty meals 44.3%

2+ drinks per day (women) 6.9%
3+ drinks per day (men) 1.8%
TG Be e lorke it
No seat helt use 8.8%
Drives > than 5 mph above speed limit 15.0%
No helmet when on motorcycle 1.5%

Regularly exposed to tobacco smoke 12.8%
Regularly exposed fo pesticides 1.1%
Regularly exposed to noxious gases 2.2%
Regularly exposed to asbestos 1.8%
Reguiarly exposed to radiation 0.4%




&) .
Low job satisfaction 22.3%
Overall physical heatih: fair to poor 17.9%
_Overall mental health: fair to poor 15.8%

Felt very stressed in past year
3+ major stressful events in past year 19.0%
37.4%

Not enough sleep - & or fewer hours

Generally nervous or anxious person 27.1%
Feelings of depression past morith 6.2%
Little interest in things past month 5.5%
Little or no sexual desire past month 5.9%
Sudden anxiety or panic past month 2.6%
Heaith worries past month 6.2%
Weight/looks concerns past month 15.8%
(_Caregiver worries past month *3.3%
| Spouse/partrier difficuities past month 4.0%

Work the required number of hours

Start on your job as soon as you arrive 12.5%
Repeat the same hand motions 13.6%
Use equipment necessary for my job 8.9%

Concentrate on my work 40.7%
Help others to get their work done 14.7%
Do the required amount of work 19.0%
Do what [ am capable of doing 24.5%

Your life--how you live,
eal, emote, and think -
determines your health.
To prevent disease, you
may have lo change
fiow you live.

--Brian Carter

Take rest; a field that
has rested gives a
bountiful crop.

--Qvid
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The causes of cardio-

vascular diseases are well

esfablished and welf
known. The most important
causes of heart disease
and stroke are unheaithy
diet, physical inactivity and
tobacco use. These are
called ‘modifiable risk
factors'. The major
modifiable risk factors are
responsible for about 80%
of coronary heart disease
and cerebrovascular
disease.

-—Worid Health Organi-
zation Fact Sheets

BM! overweight

BMI obese 31.1%
Waist size unhealthy 23.7%
Waist size not known 2.9%

Hig!::“blood bml%ssure

Blood pressure not known

High total cholesterol 26.6%
Cholesterol not known 28.2%
Low HDL (good) cholesterol 5.1%
HDL not known 52.0%

Snecific Disease Risks

e

Diabetes ;
Heart Disease 12.2%
Stroke 10.7%
Lung Cancer 8.1%
Prostate Cancer 26.6%
Breast Cancer

Preventive Care
T

Blood pressure screening needed 4.0%
Cholesterol screening needed 12.8%
Colon cancer screening needed 20.1%
Glucose screening needed 4.7%
Glaucoma screening needed 10.2%
Dental checkup needed 21.5%
Flu shot needed 19.0%
Prostate screening needed 15.0%
No monthly self-testicular exam 84.1%
Clinical breast exam needed 2.5%
No monthly self-breast exam 69.4%
Mammogram needed 6.2%

7.5%

Pap smear test needed




Getting Healthier: Three Years of Progress

in Year 1, 256 employees completed the Personal Behavioral Health Profile,
277 employees completed it in Year 2, and 273 employees completed it in
Year 3. The table below summarizes only those health-related indexes (%}
that were statistically significant for any given pair of years (1-2; 2-3; 1-3),
indicating & high probability of actual change between the compared years.

R i

Moderate activity 5 + times a week """ 25.4 37.9 41.2
Vigorous activity 3 + times.a week "% 7> #% 19.9 30.0 41.6 Blood pressure screenings,
Strength Building < 3 times a week ' 145 | 204 25.9 colon cancer screenings,
Physically active > ) 375 | 69.0 | 723 and annual flu shots are
3+ servings of whole grains 7> ™ 391 | 534 51.3 three of the most cost-
< 3 servings of red meat a week ©' 2 1 =29 25.8 39.4 322 | effectve and beneficial
Drives within the speed limit ™2 809 | 852 | 85.0 preventive health
Limited sun exposure / use of tanning beds “‘i: . 90.6 94.6 94.5 measures.
Limited exposure fo environmental pesticides '~ 97.3 98.9 08.9 .
Limited exposure to tobacco smoke U= ™7 809 | 856 | 87.2 ~ pmerican Jourral of
Did not feel very stressed in the past year '™ ™™ 742 | 79.8 82.1
Adequate sleep (7+ hours) @ " 59.0 56.7 62.6
Not generally nervous / anxious person U™~ 68.0 72.6 72.9
No feelings of depression in the past month '™ 91.4 94.9 93.8
No concerns re: sexual desire in past month "> 926 95.7 94 1
No coneerns re: weightflooks in the past month U 78.9 81.9 84.2
No difficuity working required number of hours '™ 78.1 80.9 83.5
No difficulty starting job upon arrival at work = ) 785 | 877 87.5
No difficulty using equipment at job "™ 85.5 89.9 90.1
No difficulty concentrating on job 7> 52.0 57.8 59.3
No difficulty working to one’s capability 7= "> 66.4 77.6 75.5
Healthy waist size '™ 73.9 80.6 76.3
Reported waist size ©'™= ™ 86.7 98.6 97.1
Reported blood pressure "' ™ 76.9 81.9 84.9
Reported cholesterof % ™% 2% 81.3 67.1 71.8
Reported HDL ™™ 36.7 | 46.2 48.0 Physical inactivity increases
Not at risk for diabetes "' ™ 63.2 74.4 71.2 the risk of developing heart
Not at risk for heart disease "> ™5 % 78.5 84.2 87.8 disease 1.5 times and
Not at risk for stroke = ™ 83.3 89.9 89.3 doubles the risk of developing
Not at risk for lung cancer V"> ¥ 88.4 94.2 91.9 type 2 diabetes.
Not at risk for breast cancer '™ 56.0 71.6 72.7 :
Cholesterol screening up-to-date > ™ 75.8 845 | 87.2 - New England Journal of
Giucose screening up-to-date 7> = 91.4 92.4 95.3 Medicine, 2004,
Does not need flu shot "= ™ 76.6 83.4 81.0
Monthly testicular self-examination (™ 9.5 12.8 15.9
Monthly self-breast exam "' 21.9 29.4 30.6




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: May 13, 2009

SUBJECT: Gallagher Benefit Services (GBS) Renewal

Our agreement with GBS, our group insurance consultant, expires this June 30. They have
one more year under our bid arrangement where the Board can continue the agreement
subject to agreement on the rates and that their work efforts meet expectations. | asked
GBS to submit to us their proposed rates for the upcoming year for your consideration.
Attached is their response. As you will note they are not proposing any increase
(Attachment 1). Staff would note that work efforts during the last year have met all

expectations.

The Board requested rate information from the previous contract efforts with GBS which is
attached (Attachment 2).

Staff Recommendation

Approve continuing our relationship with GBS for the next year with no increase in rates.

Board Action Requested

To approve continuing the GBS relationship.



S ) .
@iﬂ" Gallagher Benefit Services, Inc.
A Subsidiary of Arthur J. Gallagher & Co.

April 8, 2009

Mr. Sparb Collins

Executive Director

North Dakota Public Employees Retirement System
400 East Broadway Suite 505

Bismarck, ND 58502-1657

Re: Consulting and Actuarial Services Contract
Dear Sparb:

We are pleased to advise that we will maintain current time charge rates for the
remaining one year of our contract through June 30, 2010. Please let me know if
you have any questions or wish to discuss further.

Sincerely,

U)MW?MW ’fﬁ‘
William F. Robinson, Jr.

Area Vice President
bill_robinson@ajg.com

6399 South Fiddler's Green Circle

Suite 200

Greenwood Village, Colorado 80111-4949
303.220.7575

Fax 303.220.7010
U:\NDPERS Board\Memos\2009 Board Memos\May\GBS Consulting Services Renewal Letter attachment.doc



Gallagher Benefit Services Time Charge Schedules

2004-2005 | 2006 Rates | 2007 Rates | 2008-09 Proposed
Rates Rates 2009-10
Rates
Actuarial $375/hr $394/hr $414/hr $435/hr $435/hr
Principle
Actuarial Senior | $285/hr $299/hr $315/hr $331/hr $331/hr
Manager
Sr. Managing $285/hr $299/hr $315/hr $331/hr $331/hr
Consultant
Sr. Technical $285/hr $299/hr $315/hr $315/hr $315/hr
Consultant
Sr. Underwriter | $175/hr $184/hr $193/hr $203/hr $203/hr
Account $140/hr $147/hr $193/hr $162/hr $162/hr
Manager
Administrative $50/hr $53/hr $56/hr $59/hr $56/hr

Assistant




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: May 13, 2009

SUBJECT: HB 1433/Diabetes Program

Attached is the proposal from the NDPSC relating to implementation of the provisions of HB
1433 for the 2009-2011 biennium. HB 1433 stated:

3. The North Dakota pharmacists association or a specified delegate shall implement a
formalized diabetes management program with the approval of the prescriptive practices
committee established in section 43-15-31.4, which must serve to standardize diabetes
care and improve patient outcomes. This program must facilitate enrollment procedures,
provide standards of diabetes care, enable consistent documentation of clinical and
economic outcomes, and structure an outcomes reporting system.

Pursuant to this direction we have developed the program and contracted with the North
Dakota Pharmacy Services Corporation (NDPSC). The program started last summer. At
the last meeting you heard a presentation giving an update on the first year. Attached for
your review and approval is the proposal for continuing the program for the 2009-2011
biennium. During this upcoming biennium we will be getting a report from our consultant on
the value of this effort. We contracted with the UND to do this study.

Board Action Requested:
Approve the proposal (attachment #1) and contract (attachment #2).

Staff Recommendation:
To approve moving forward with the project based upon the proposal submitted.

Staff Recommendation:

To authorize moving forward based upon the proposal.



ND Disease State Management of Diabetes
Cost Proposal — 2009-2010

Cost Per Participant/Patient:
Patient care costs: The ND Pharmacy Service Corporation (NDPSC) is proposing
to provide program services to all eligible participants at a flat rate of $800 per
participant for their first year of participation and an additional $160 for a second
year of participation, for a total of $960. The flat rate per participant will cover
costs associated with operating and managing the DSM program of diabetes for
the NDPERS eligible population.

Estimated Number of Eligible Participants Served:
Based on the current enrollment trends, it is anticipated that approximately 80
additional new members will enroll in the program over the course of the next two
years (30 in 2009 and 50 in 2010). This is based on current monthly enroliments
based off of informational packets sent to newly identified eligible members.
Additional promotion of the program could raise this number. An increase in the
number of new enrollees in 2010 is anticipated due to increased participant
awareness as the results of the first year of the study are published. At this
current rate, it is estimated that there will be 80 baseline visits for the next
contract term. Follow-up visits are estimated at 1100 visits. This estimate
includes the follow-up for new enrollees, members completing the initial
program, and a visit at the 18 and 24 month points for those completing the first
year of the program.

Reimbursement Methodology:

Below is a breakdown of the reimbursement schedule.
Baseline Visit - $400 reimbursed to the NDPSC
Visit 2 (30 days) - $80 reimbursed to the NDPSC
Visit 3 (90 days) - $80 reimbursed to the NDPSC
Visit 4 (6 months) - $80 reimbursed to the NDPSC
Visit 5 (9 months) - $80 reimbursed to the NDPSC
Visit 6 (12 months) - $80 reimbursed to the NDPSC
Visit 7 (18 months) - $80 reimbursed to the NDPSC
Visit 8 (24 months) - $80 reimbursed to the NDPSC

Note: A member cannot have more than 8 paid visits with a provider. Payment

will not be made for any claims above the 8 visits.

Patient Incentive Expense:
Thus far in the program, members are receiving an average co-pay reimbursement
incentive of $50 every quarter. Using current estimates of 300 members
participating in the program and the average co-pay incentive per quarter leads to
an anticipated patient incentive expense for 2009 of $60,000. This will be
reduced in 2010 to around 80 members for a total of $16,000.



Administrative Fee:
Due to lower than anticipated enrollments and additional administrative costs, a
flat annual administrative fee of $7,000 is being added for this contract renewal.
$3,500 will be due in July and January (July 2009, January 2010, July 2010, and
January 2011). There are higher than anticipated administrative costs associated
with IRB approval and renewals, licensing fees due to broad utilization of
pharmacy providers, and travel expenses to provide visits to members in very
rural areas. The fee will be used to help offset travel expenses and additional
administrative costs.

Cost Estimate Breakdown:

Item Cost 2009 Cost 2010 TOTAL

Provider baseline Expense $ 12,000.00 $ 20,000.00 $ 32,000.00
Follow-up visits Expense $ 66,000.00 $ 22,000.00 $ 88,000.00
Patient Incentive Expense $ 60,000.00 $ 16,000.00 $ 76,000.00
Administrative Fee $ 7,000.00 $ 7,000.00 $ 14,000.00
TOTAL $145,000.00 $ 65,000.00 $ 210,000.00



ADDENDUM TO AGREEMENT FOR SERVICES
BETWEEN
NORTH DAKOTA PUBLIC EMPLOYEES RETIREMENT SYSTEM
AND
NORTH DAKOTA PHARMACY SERVICES CORPORATION

This addendum shall make the following modifications to paragraphs 2 and 3 of the
AGREEMENT FOR SERVICES, effective April 1, 2008 (attached), between State of
North Dakota, acting through the North Dakota Public Employees Retirement System
(“NDPERS") and the North Dakota Pharmacy Services Corporation (“Provider”):

2) TERM: This agreement shall commence on July 1, 2009 and end on
June 30, 2011.

3) FEES and BILLING: NDPERS shall only pay pursuant to the terms in the
Cost Proposal for the 2009-2011 biennium (attached hereto as Exhibit 1).

The remaining non-conflicting provisions of the AGREEMENT FOR SERVICES shall
remain in full force and effect.

This contract addendum is not effective until fully executed by all parties.

PROVIDER
North Dakota Pharmacy Services Corporation

BY:

ITS:

DATE:

STATE OF NORTH DAKOTA
ND Public Employees Retirement System

BY:

ITS:

DATE:




192-2008-02

AGREEMENT FOR SERVICES
Disease State Management of Diabetes Program

The parties to this contract are the State of North Dakota, acting through the North Dakota Public
Employees Retirement System (“NDPERS”) and the North Dakota Pharmacy Services Corporation
(“Provider”).

)

2)

3)

4)

5)

SCOPE OF SERVICES: Provider agrees to provide the accepted services as specified in
the proposal (attached hereto as Exhibit A). Therefore, the terms of the proposal are hereby
incorporated by reference as part of the contract.

TERM: This agreement shall commence on April 1, 2008 and end on June 30, 2009.

FEES AND BILLING: NDPERS shall only pay pursuant to the terms in the Cost Proposal
(attached hereto as Exhibit B).

TERMINATION:

a. Termination without cause. This contract may be terminated by mutual consent of
both parties, or by either party upon 30 days’ written notice.

b. Termination for lack of authority. NDPERS may terminate this contract effective
upon delivery of written notice to the Provider, or on any later date stated in the notice,
under the following condition(s):

1. If federal or state laws or rules are modified or interpreted in a way that
the services are no longer allowable or appropriate under this contract or
are no longer eligible for the funding proposed for payments authorized by
this contract.

Termination of this contract under this subsection is without prejudice to any obligations
or liabilities of either party already accrued prior to termination.

c. Termination for cause. NDPERS by written notice of default to the Provider may
terminate the whole or any part of this contract:

1. If the Provider fails to provide services required by this contract within the
time specified or any extension agreed to by NDPERS; or
2. If the Provider fails to perform any of the other provisions of this contract,

or so fails to pursue the work as to endanger performance of this contract
in accordance with its terms.

The rights and remedies of NDPERS provided in the above clause related to defaults by
the Provider are not exclusive and are in addition to any other rights and remedies
provided by law or under this contract.

ACCESS TO RECORDS: NDPERS agrees that all participation by its members and their
dependents in programs under this agreement is confidential. The Provider may not disclose
any individual employee or dependent information to the covered agency or its'
representatives without the prior written authorization of the employee or family member.




6)

7)

8)

9)

10)

2

The provider agrees, with respect to any services provided under this agreement, to comply
with all applicable requirements of the federal HIPAA privacy rule, 45 CFR pts.160 and
164. The Provider will have exclusive control over the direction and guidance of the
professionals rendering services under this agreement. The Provider agrees to keep
confidential all PERS information obtained in the course of delivering services.

COMPLIANCE WITH PUBLIC RECORDS LAW: Provider understands that, except
for information that is confidential or otherwise exempt from the North Dakota open
records law, NDPERS must disclose to the public upon request any records it receives
from Provider. Provider further understands that any records that are obtained or
generated by Provider under this contract, except for records that are confidential or
exempt may, under certain circumstances, be open to the public upon request under the
North Dakota open records law. Provider agrees to contact NDPERS immediately upon
receiving a request for information under the open records law and to comply with
NDPERS instructions on how to respond to the request.

OWNERSHIP OF WORK PRODUCT: All work products of the Provider, including but
not limited to, data, documents, drawings, estimates and actuarial calculations which are
provided to NDPERS under this agreement are the exclusive property of NDPERS. Any
medical records and related individually identifiable health information created or obtained
by the Provider in the course of providing services under this contract are the property of
NDPERS, but disclosure of protected health information to NDPERS is subject to the
applicable requirements of the HIPAA privacy rule and any other applicable State or Federal
law.

APPLICABLE LAW AND VENUE: This agreement shall be governed by and construed
in accordance with the laws of the State of North Dakota. Any action to enforce this
contract must be brought in the District Court of Burleigh County, North Dakota.

MERGER AND MODIFICATION: This contract and the proposal shall constitute the
entire agreement between the parties. In the event of any inconsistency or conflict among
the documents making up this agreement, the documents must control in this order of
precedence: First — the terms of this Contract, as may be amended and Second -
Provider’s Proposal. No waiver, consent, modification or change of terms of this
agreement shall bind either party unless in writing and signed by both parties. Such waiver,
consent, modification or change, if made, shall be effective only in the specific instances and
for the specific purpose given. There are no understandings, agreements, or representations,
oral or written, not specified herein regarding this agreement.

INDEMNITY: Provider shall comply with all applicable federal, state, and local laws,
rules, and ordinances at all times in the performance of this agreement, and conduct its
activities so as not to endanger any person or property. Provider agrees to defend,
indemnify, and hold harmless the State of North Dakota, its agencies, officers and
employees (State), from and against claims based on the vicarious liability of the State or its
agent, but not against claims based on State’s contributory negligence, comparative and/or
contributory negligence or fault, sole negligence, or intentional misconduct. This obligation
to defend, indemnify, and hold harmless does not extend to professional liability claims
arising from professional errors or omissions. The legal defense provided by Provider to the
State under this provision must be free of any conflicts of interest, even if retention of




11)

12)

13)

14)

15)

3

separate legal counsel for the State is necessary. Provider also agrees to defend, indemnity,
and hold the State harmless for all costs, expenses and attorneys’ fees incurred in
establishing and litigating the indemnification coverage provided herein. This obligation
shall continue after the termination of this agreement.

INSURANCE: Provider shall secure and keep in force during the term of this agreement,
from insurance companies, government self-insurance pools or government self-retention
funds, authorized to do business in North Dakota, appropriate professional liability
insurance with minimum liability limits of $500,000 per occurrence and $1,000,000.
Provider shall also require all subcontractors to secure and keep in force during the term of
the agreement, the same professional liability insurance coverage as provider. Any
deductible or self insured retention amount or other similar obligation under the policies
must be the sole responsibility of the provider. Provider shali furnish a certificate of
insurance to NDPERS prior to the commencement of this agreement. Failure to provide
insurance as required in this agreement is a material breach of contract entitling NDPERS to
terminate this agreement immediately.

SEVERABILITY CLAUSE: If any term or provision of this Agreement is declared by a
court having jurisdiction to be illegal or unenforceable, the validity of the remaining terms
and provisions shall not be affected, and the rights and obligations of the parties are to be
construed and enforced as if the contract did not contain that term or provision.

STATE AUDIT: All records, regardless of physical form, and the accounting practices
and procedures of Provider relevant to this contract are subject to examination by the

‘North Dakota State Auditor or the Auditor’s designee. Provider will maintain all of these

records for at least three years following completion of this contract.

COMPLIANCE WITH LAWS: Provider agrees to comply with all applicable laws,
rules, regulations and policies, including those relating to nondiscrimination, accessibility
and civil rights. Provider shall attain all necessary reviews and approvals as required by
law. Provider shall have and keep current at all times during the term of this contract all
licenses and permits required by law.

EFFECTIVENESS OF CONTRACT

This contract is not effective until fully executed by both parties.

IN WITNESS WHEREOF, Provider and NDPERS have executed this agreement as of the date
first written above.



PROVIDER

North Dakota Pharmacy Services Corporation
BY: Jlebe Tikovrd—

ITS: S uP

DATE: 3//5;/0,?

STATE OF NORTH DAKOTA
ND Public Employees Retirement Syste

BY: Sparb Collins \"‘.ﬂy/a 20 S

ITS: Executive Director

DATE: F-20-08
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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:

SUBJECT: Diabetes Program — Secondary Coverage

Part of the program design and incentive for participation in the Diabetes Program is that a
participating member can have their actual out of pocket copayments reimbursed by the
plan. The process is for the North Dakota Pharmacy Service Corporation (NDPSC) to
prepare a list of eligible reimbursements, send them to us for approval, and then their

contracted vendor makes the payment to the member.

A question has arisen concerning the participation of members for whom NDPERS is the
secondary payer; that is, their primary coverage is through another plan. Should these
members be eligible to have the copayment they incur on the secondary coverage
reimbursed by the program? If we elect to authorize this, the NDPSC has outlined the

following process to accomplish this payment:



Patient Copay Reimbursement Flow Chart —Secondary Coverage

Patient must have completed first visit with provider before copay reimbursement will begin

|

Patients using NDPERS as secondary prescription coverage will submit EOBs from NDPERS to the Clinical
Coordinator (Frontier Pharmacy) showing the coverage from NDPERS. Since the EOB does not list the
specific medication, the patient will also submit either an EOB from their primary prescription insurance

or arecord from their dispensing pharmacy indicating the specific medication(s) for the EOB

A 4

The Clinical Coordinator reviews the NDPERS EOB and the supporting documentation to determine
medications eligible for copay reimbursement

A 4

This information is submitted to NDPERS every calendar quarter to coincide with the rest of the copay

reimbursements

1

PERS authorizes BCBS to distribute funds after reviewing the information submitted by the Clinical
Coordinator

v
BCBS issues a lump sum payment to the ND Pharmacy Service Corp for all reimbursements

A 4

Clinical Coordinator prepares a file for check vendor detailing payments due from ND PSC to the

individual patients

|

Check vendor issues payment to patients

Board Action Requested

To approve or disapprove paying the copayment for members who participate in the Diabetes program when we pay

secondary.



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: May 13, 2009
SUBJECT: SPD Rate

Last year we had a request from a political subdivision to consider adding a single plus
dependent rate. With the finalization of the rate structure at the March meeting and
pursuant to the boards action last summer to investigate this suggestion we did a survey or
our participating subdivisions showing how incorporating the change would effect the

existing method (see attached memo from Bryan).

Based upon the results of this survey staff is recommending that we do not change the

existing method by adding the SPD rate.



NDPERS

A
Memo A A A

To: Sparb, Kathy

From: Bryan T. Reinhardt

Date: 05/15/2009

Re: Political Sub SPD Rate Survey

Last week | sent the following email to the Political Subdivision payroll contacts. The results were 39% in favor
of a SPD rate and 61% did not want the SPD rate. If you have any questions, let me know.

NDPERS Political Subdivision Payroll Contact:

We've been asked to look at adding a SINGLE PLUS DEPENDENT(S) (SPD) rate for the Political Subdivisions
on the NDPERS Health Plan.

The NDPERS monthly July 2009 to June 2011 health rates for the Political Subdivisions will be:
Single - $424.96 and Family - $1026.62

The NDPERS rates for this period with an SPD options would be:
Single - $411.36 and SPD-$721.88 and Family - $1065.08

The definition of SPD (Single Plus Dependant) is — Subscriber and eligible children. A couple with no children
would not qualify as an SPD contract and would remain a Family contract, the same as a couple with children.
If this change were made, it would be for all Political Subdivisions on the NDPERS Health Plan. This means
that one group couldn’t choose the Single - $424.96 and Family - $1026.62 rates and another choose the rates
with the SPD option.

Time to incorporate the new rate structure is coming soon, so we need to know your response by 5:00pm
4/23/20009.
Please reply back with the following information:

NDPERS GROUP:
YES or NO to SPD Rate: YES-21 NO-33 ?-5
Comments:

“YES”
Yes, | think it would help single parents afford health care. We used to have a divorced male with dependants working
here and he was able to get it for cheaper than a family rate.

It does provide a benefit to the single plus children, but my concern is in the difficulty for age 40-plus husband and wife that
are required to have a family policy for just two.

We are in favor of the SDP rates. Many of our single employees have gone without coverage for their children because of
the excessive cost.



“NO™
We would like to be able to choose a level of deductible to lower premiums.

I would say NO to SPD as our county would not have many that would qualify for that option. | don’t want to see the
Family rate increase more than what already has been proposed. PERS needs to look at Employee with spouse (couple with
no children). This insurance is definitely getting out of control.

Unfortunately, the SPD would NOT benefit McHenry County. Would it be possible to offer a employee plus spouse plan
or increase the deductibles in order to offer a lower cost plan?

No, since it causes the family premiums to increase.
A lot of do not need this anymore

We are already concerned about a 26% increase to our premiums.
With this, it would raise our family premiums even more. Yes we realize the single rates would decrease, however these are
the plans that are manageable for people/businesses to pay.

We don’t see that this would be a benefit to us—most of our employees are couples who would need the family coverage
anyway

Just doesn’t seem right that SPD does not include the a couple with no children, because in some spouses are dependents of
the person who carried the insurance.

We have 19 family and 14 single plans and would not be cost effective for us.

This is MY TAKE on the new SPD rates:

Why would | want to vote for the proposed rates and cause the employee & their spouse to make up the difference so that
the employee with 1-10 kids gets a cheaper rate? Doesn’t make sense to me. | don’t understand why an employee with
ONE SPOUSE should cost MORE that the employee with several kids? 1 VOTE NO...... No more increases for the
employee & spouse.

At this time the department does not have this need and do not wish for our premiums to increase even further.

We feel the projected 25% increase to the insurance rates is outrageous! Staff will not receive a sufficient raise to cover the
increase in the family premium. The family amount increases even more with the SPD option so we are not interested.

Without the EPO option, our health rates are already increasing by 34%....to add anymore to our family rate will break us...|
don't know how we are going to cover the increase the way it is.

We do not have anyone that would carry SPD — it would increase
Our family coverage by another $38.46. We are having a tough time trying to figure the increase out now, Most likely the
employee will have to eat the increase.

There would only be one possible member in our group that would consider the SPD, in this particular case the spouse is
taking SPD on her policy through her work, which still ends up at a much cheaper rate than what would be offer through
this plan. Also I don't see why if the SPD is considered why the family premium increases $38.46e and the single decreases
$13.60.

“UNSURE”

This is in response to the email you sent regarding Single with Dependents rate for political subdivisions. 1 will tell you
now that | do not like the fact that we only had three days to research this matter. | did not even have a chance to discuss
this matter with my Board of Commissioners, who in the end have the final decision, to get their thoughts. The question
that everyone had was why does the family rate have to increase and the single rate decrease? Why can’t they stay the
same? At this time, | am not going to answer your email with a yes or no. We need more time to discuss this matter. The
Single with Dependent would be nice but to get it the families get punished. Seems unfair to me.

The Bismarck Public Schools doesn’t take our insurance through NDPERS. We do offer our employees a SPD and about
1/3 of our staff takes this option. It is very popular with employees who have a working spouse and the spouse receives
their own insurance.



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 e EMAIL: NDPERS-INFO@ND.GOV e www.nd.gov/ndpers

Memorandum

TO: PERS Board

FROM: Sparb & Bryan

DATE: May 13, 2009

SUBJECT: Employee Assistance Program (EAP)

There were four responses to the NDPERS EAP Request for Proposal (RFP). The four
were: St. Alexius, Medcenter One, The Village, and Deer Oaks. These were the same four
providers that responded in 2005 and 2007. NDPERS staff reviewed the RFP proposals
and found that all four again met the minimum qualifications.

Attached is the summary matrix from each of the four RFP responses.

As you recall, we use an agency based approach for the EAP. Each state agency will
select a single vendor for the 2009-2011 biennium.

If you have any questions, we will be available at the NDPERS Board meeting.

Board Action Requested:

Approve the four EAP vendors as agency choices for the 2009-2011 biennium.


mailto:NDPERS-INFO@ND.GOV

The Village Business Institute

Employee Assistance Program Matrix 2009

EAP FEATURES

MINIMUM

PROVIDER

EAP Established

1 Year

1972

Number of Annual Sessions Per
Individual

Minimum of 8
Aggregate household total 4x # of
household members

Number of Annual Sessions Per
Incident

See Above

Coverage Family in Home & Out of House Family in Home & Out of House
Dependents (STATUTE) Dependents

Staffing Licensed Social Workers Licensed with a Masters or Ph.D.

level mental health professionals

Appointment Timing Within 72 hours Within 72 hours

Emergency Appointments Within 24 hours Within 24 hours

Weekend/Holiday Appointments Emergency Emergency

1-800 Numbers Minimum one line 32 lines

Phone Counseling

Minimum one staffed line

7 staffed for emergencies-mental
health

32 staffed for Financial counseling
Law Phone also staffed

24/hr Crisis “hot” line Staffing

Minimum one staffed line by LSW

7 staffed lines by Masters level -
mental health professionals

On-site Employee Orientation

1 per year (smaller groups maybe

1 minimum, also as necessary

-combined) throughout the year
On-Site Seminars None 2 hours of training per agency;
2 additional hours per 500
employees per agency
Off-Site Seminars None Quarterly Contract Hoider

Seminars for Supervisor/Managers

Management Training

Minimum Requirements: Stress,
Conflict, Crisis

Stress, Conflict, Crisis, and See
enclosed folder for additional
available trainings

Management Consulting

Available to all
supervisors/management staff

Supervisor HelpLine available to all
Supervisor/Management Staff

Additional/Specialty Services
Available

@ additional cost

CISM, Mediation, Human
Resources Services bid per
project, Job Coaching, Employee
Surveys, Training & Development

Employee Newsletters
Supervisory Newsletters

Internal Marketing Materials

(i.e. payroll stuifers, posters, etc.)

Quarterly
Biannually
As needed

Monthly
Quarterly
-Minimum annual
As needed

Agency Reporting
- Utilization Reports
- Survey of Agencies
- Survey of Clients

Quarterly with Annual to Date

Quarterly with Annual to Date
- 100 % ongoing currently
- see enclosed 2006 NDPERS
utilization report

Price

$1.42 maximum

$1.42 per employee per month

Other Unique Features

1 step access, State wide service
network, Accredited by Council on
Accreditation

The Village Business Institute
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ST ALEXIUS EMPLOYEE ASSISTAN CE PROGRAM MATRIX 2009—2011

EAP:'Fe_a'rrrrg_s- o

g Mini&ttkr}t : -Prow'der'
EAFP Estdbfishec:z’ ; 1! }eqr,“ o "' ' The St, Alex1us Employee Assrstance Program was estabhshed
CoLoE e A i ,"—\1n1982 - : : S .
6. The St. Alexms Employee Asmstanee Program wall contintie to

S ,Number afAnnual Sessrons Per
o :_Indrvrdual - A

-exceed the minimum number of anmial'sessions. - We will provide.

I up to-eight sessions per individual, per year. Whien either couple

I .or family sessions.are prowded participation in these sessions will
S be counted towards the, mdwrdua[ e]1g1b11|ty of each partrerpant

: Nurnbér*: of Hnnual‘s‘ee&r'ons Per Ineid"e‘n!:

6 (Full'Individual Minimuin) -

Should the same p]an member return to the Employee A551stance
Program based on another. incident, a second ‘counseling
-fntervention would be provrded to the plan member hased on this.
,new- incident. = For each incident, assuming the’ incidents are

‘| ditferent -and - unrelated, from previous incidents, based .on
1 professwnal assessment, the plan member eould be elrgrble ol
- recgive elght addltlonal sessrons :

| Coverage . -

Famrly i Home &

' Spouse o1 Chlld llvmg at home and under 8 and/or attendlng L

Out-of-Home, Dependents - school- and. undeér age .26. . Retitees durmg 3 months post
:(STATUTE) : .~ "} retirement. . Employees . 1mpacted by Reduction: in Force (RIF)
. . durmg 3 months. post RIF separatlon fromy agency. N
o :.Sfaﬁ?rig : E Lt R : 7'Lic'ertse_d.Soet‘a[_-Workero D 1‘LSW $20° years exper:ence Llcensed Cemﬁed C[mrcal Somal ‘- -

“Worker (LICSW),. Licensed Professional. . Clinical Counselor '

1 (LPCC), Licensed Addlctton Counselor {LAC). - b

-| Al licensure standards ‘of ND or other appmpnate standard of ||
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Appomtment T:mmg

'-Wirhfrt"fg hours

| within 24-48 houss: .
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Within 24 ha‘zirs L

Within 16 hours.. .~
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3 Emergency

_ Emergenoyi

'1-800 number "
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“The: Employee Assistance Progrern 1-800 ligie is brot:g]{t'mto
‘St Alexius Medical Center over a dedicated “T-1"; line: This fing_

is broken down into 24'.incoming charnels whtoh concewably

. could be accessed simultaneousty by callers eallmg in_to the

Employee. Assnstance Program

“F":hqr_z\e.ffj)'o:un.re_!r:rtg A

| Minimun one staffed line’ -

":24 hours a day and seven days aweek phone counseimg is

avarlable

24 hour Crt:.r_is__‘Hor':’ Line Staffirg

; ..Mmtmum one staﬁed Ime by
. 'VLSW R

‘ One by LSW Lacensed Socaal Workers are llsted as the mmlmum

requrrement “The North Dakota license requrrements are that the
"LSW be educatéd’ ai’'the bachelor’s level-. This migiimum
-Tequirement is éxceeded as those clinicians associated Wlth the St

| -Alexius Employee Ass:stance Program have a minimum of‘an;

LSW plus 20 years of experierice or aré crédentialed-at the LICSW-
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plus ;) years of experrenee oo : :

.On-site. Employee Oriénta(ion B
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) combmeaﬂ E
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On-site Seminars = .70
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Al fequests will be encouraged and :;;onéid,ered.r ol
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£ Prov:der
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None exceptas notea’ in o
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|- additional locations provrded through.- a .two-way, ‘televised ||
) .‘commumcatlon systen as-part of our. “Enhancmg Exeellenee in
.the North Dakote Workplace” séries.” :

‘| Ménagement Training -

. Mimmum Reqmrements )
| Stress, Conﬂzct -Crisis,
1 Change Management

The SL Alexms Employee Ass1stance Program provrdes an

) "_Enhanemg Excellence in the North Dakota’ Workplace séries of
-supemsory ‘rrammg and all staff educatlonal presentatiofis. The | ©
|- seriés has been exiremely well received and we will continue to [}
'prowde the program on'a statewide basis; three times per year at
- nine locations in North Dakota plus ‘nine addlttonal locatrons

provrded through a two-way, te]ewsed commumeatron system

The “series’ will be offefed as a eourtesy -of the St: Alexius

Employee Asmstance Program at rio_cost fo the agency or-to the
personnel: who -attend. The: offermgs arg. desrgned to strengthén’

1. leadership. skills, znd to.enhance métivation ‘and produetivity

among all staff Ievels through the creatlon of aj more pos:twe work

o env1ron.ment

Ma_rttzg?}ne.ntc'o_n;ul!fnéﬁ : : ;l_ ‘

"Avazlabl’e to aH
superv Isory/managemenr Stﬂﬂ

.The St, Alexrus Employce A551stance Program provtdes extensrve, i
maniagemgnt consultation.fo all agencies covered by'the program’||’

The Employee:Assistarice Program staff is experienced in dealmg

- { -with challenging: work sité problems and includes these servicesas ||
“foan mtegrated component available to all admlmstrators managers K
-and supervisars. -

Workgplace officials “arc prov1ded access to
‘trained -and- expenenced professmnals who provide training and’

. guldance deSIgned to enhance management excellence :

'AddrtioncrIZS;u_ecr‘_alg;I:S‘erv"t"cé.rfAvoi‘l'aHe‘ “ @:il_ddi:::onal Cost e @ additional coSt '\'y._ith:euthbrizeti(in 'from:algeney desigoee‘.:".. -
. -:Employee Newsletlers I i 'Qu'ar'rerly . All thinimums exceeded. Throtlgll'otlt the }’ear‘.Professiorial' and ||
fSupervrsory Newsleiters S __B:annual!y Superv1sory Updates, Infornrational brochures, posters and wallet
|| nternal. MarkettngMaterzaI - ,As needed

(te payroll s:ujj“ers pos!ers erc)

cards. are distributed: Addrtlonal 1nformattonal matenals aré’
_avallable as requested : : G

| ‘Agency Reportmg
-] UtilLatmn

=l Qﬁ_artertﬁ_'} w;'!b:Anﬁual 'to'Da{é'_:

B

“AlF

nimims: exceeded
cornitinue o, be made avarlable to the agen(;les as requested

-Prrce S

[ s1 4

"Mu

Customlzed utlllzatlon reports w11]- SR




. .-OTHER UNIQUE FEA TURES

: lnnovatlve servrces and educat1onal presentattons are developed ba.sed on specrﬁc employee populatton needs Servrces in thts regard mclude but_
are not l1m|ted tor: : . : .

o '_ ) Ail chmcal servrces are provrded in aprofessronal and conﬁdennal manner wrth emphasts on 1mprov g relatronshrps f ndmgs so]utlons and
T ‘developlng personal effecttveness and self esteem Overall we bel 1eve those who have used the. program have come to trusttts conﬁdentrallty
Jieand the quahty of 1ts servtces S R : : L ; . . ]

_'Appomtments are made at a ttme whrch is conven _nt for employees and therr famrhes Any agency oﬁ’ cral employee ar fanu]y member may
“ - contact an Employee Assistance’ counselor by.calling 530-7195 in B1smarclc or on.our oll-free line, 1-800-327- 7195, Crisis or emergency
'c1rcumsta.nces are addressed 24 hours per day, seven days per week through the Employee Ass:stance Program on call system

3 ‘--.Access to an Employee Assrstance Program websrte that features d1rect and easy access The webs1te prov1des quahty artrcles and brochures;
Son supervrsory and ‘management processes, themes foi effectrvelwmg and current trendsin the workplace, . The website, st.alexiiiseap.com,
-, provides opportunities. for gontact with members: of the EAP staff for consultation-and teview of personal professional, farily and social
= concerms:. The webstte alsg provtdes mformanon on current and future educatronal and trammg opportumtres ‘offered by EAP staﬂ‘

Access to the St Alex:us Telecare Network whrch [mks employees and famrhes w1th clrmcal staff of the, Employee Assrstance Program using '
"._-two-way “live” television: Employee Ass:stance Prograrn staff can conduct- prtvate face to face management consultatlons counselmg
'_ servrces educat1onal a.nd trammg presentatlons usmg the mteracttve v1deo network o N

5.7 Substance abuse 1dentrﬁcatron 1ntcrventton and referral wrth ava1]ab|11ty of ﬁ.lll-ttme hcensed addtctlon counselors

6. —-"The St Alextus Employee Ass rstance Program provrdes the services. of Cemﬁed Substance Abuse Professronats for a!l state agenctes subjeet_
2L to comipliance with federal regulatlons for alcohol and other drug testmg protoco] The servtces are prowded at: no charge 10, the agency, or
B to the mdwtdual employees subject to- the regulatlons : g E . ;

' 7 g The St Alextus Employee Assrstan _e Program prov1des free consultatron and services for all state agencles in. the development of p0hcy and 1

_procedure related to federal, alcohol/drug testmg regulatrons and in the development of unannounced alcohol/drug testing schedules The

.+ program provrdes free test schedule trackmg serv1ces at no charge to. assrst the agency in’ a.ssurmg compltance wrth thie federal :
regulat1ons B g S ,. . e .

‘8;_ . Conﬂlct resolutron sessrons to £ast; tens1ons among o orkers 5uperv1sors and management

g Cnsrs mterventron and trauma in the workplace debrleﬁng sessrons 1n response tc events such a8; death su1c1de or severe workplace 1n_]ury .

10; ,lnteraetlve team bu1ldrng processes to enhance cooperatrve effort a.nd 1mprove morale m the workplace

1 l "Gmdanee related to 1ntegrat1on wrth other po11c1es and procedures such as, drug testmg processes and complrance w:th ADA regulat1ons sexual;
' harassment mvestrgatton etc P K B . IR . .

; Leadershrp trarnmg

i 1‘3.;, Management and superv1sory tralmng-

N 14. Management and superwsory mterventlon techmques

‘15, Admlntstratrve consu[tatton

16 7- Full compl:ance wrth the Federal Health 1nsura.nce Portabl Ii tty and Accountabrhty Act (HIPAA) thercby prowdmg enhanced prlvacy protecttons
- for employees and famtlles who use the program S
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both internal & external EAP

Number of Annual Sessions Per

6

Individual b {per eligible person, per issue, per calendar year)
Number of Annual Sessions Per
Incident 6 (Full Individual Minimum) 6

Family in Home & Out of House jEmployee, Spouse and Dependents (both In & Out of

Coverage

Dependents

Home)

Range from licensed social workers(LSW) to Ticensed
independent dinical sodial workers (LICSW) to dinical

Staffing Licensed Social Worker psychologist (majority are LICSW)
Appointment Timing Wwithin 72 hours * See below

Emergency Appointments Within 72 hours 2. ‘f * See below

Weekend/Holiday

Appointments Emergency Rely on the phone counseling/crisis lines

1-800 Numbers

Minimum one line

1-800-526-8648 ext. 8879 (EAP Coordinator)
BOO #'s also for crisis line, provider finder line and phone
counseling

Phone counseling

Minimum one staffed line

One phone line- more than one counselor

24 hr. Crisis "Hot" line Staffing

Minimum one staffed line by LSW

One phone line- more than one counselor

On-Site Employee Orientation

1 per year (smaller groups may
he combined)

1 per year (1 session can be scheduled for every 100
employees, not to exceed 1 hour and done in a group

On-Site  Seminars None By request (limif of 2 per year-charge for travel cosis)
Off-Site Seminars None By request (limit of 2 per year-charge for travel costs)

Minimum Reguirements: Stress, |Stress, Conflict, Crisis, Communication, Substance Abuse,
Management Training Conflict, Crisis Workplace Violence, etc.

Management Consulting

Available to all
supervisory/management staff

Available to all supervisory/management staff

Additional/Spedialty Services
Available

@ Additional Cost

Email consults @ additional costs, Worksite Wellness
services for reduced prices

Employee Newsletter,

Supervisory Newsletter,
Internal Marketing Materials

(i.e. payroll stuffers, poster,
etc.)

Quarterly
Biannually

As Needed

Quarterly Employee & Supervisory Newsletter-available on
Web Page- Hard copy distributed upon request.

Brochures sent yearly and upon request, posters etc.
available upon request.

Agency Reporting-Utilization

Quarterly with Annual to Date

Quartertywith Annual to Date

Price

$1.42 Maximum

'{ 1./40 Pe}, Employee/ Per Month

Other Unique Features

1Hr Legal Consultation yearly, 1 Drug/Alcohol
Assessment per Employee per year, Financial
/Counseling Money Management (limited area)
Fitness Testing Consultation yearly (employee only)
* ALL AT NO ADDITIONAL CHARGE * No Pre-
approval needed from the main office- just call local

provider to set up a date/time convenient for you

* Our Medcenter One site can guarantee this however many of our network providers are individual counseling agencies
and are under contract to make every effort to meet this however may not always be able to do so. As an EAP we then
encourage individuals to utilize either the crisis line or the phone counseling.




8) Please certify that no real or potential conflicts of interest are known. If there is a
perceived conflict of interest, please include a statement proposing remedial actions
that would be taken to eliminate it. No conflict of interest should exist which would
prevent the vendor from representing PERS with respect to this proposal. Each vendor
must disclose all potential conflicts of which he or she has knowledge or which may
arise with respect to the representation of PERS on this proposal including, without
limitation, any circumstances which would create the appearance of a conflict of
interest. PERS will disqualify a potential vendor if, in PERS' sole judgment, such
conflict would preclude effective representation by that vendor.

Deer Oaks certifies that it is unaware of any real or potential conflicts of interest.

9) Complete the following table and questions with information on your proposed EAP.
The vendor shall show where they’re proposed services meets or exceeds the minimum
requirements in the following table.

EAP Featmes

Minimum

Provider

-EAP Established - : R 1 year 217 yéars - = :
“Number of Annual Sessrons Per Indw:dua] 6 110 per incident with un11m1ted mmdents
Number of Annual Sessions: Per Incxdent 6 o : .| .10 per incident with unlimited incidents: -
_Coverage ‘ : Family in Home & Out- | Family in Home & Out-of-House
e of-House Dependents ' Dependents (STATUTE) o
L (STATUTE)- ' :
Staffing Licensed Social Workers - chensed VVI‘th a Master §$ OF Doctoral _: =
T , 1 Lo | degree in the mental health field -
~“Appointment Timing Within 72 hours” -~ "~ | Appointments for routine cases are .
ST T e | generally available. wrthm 2448 hour:
SR L | st ) of request for services o
“Emergency Appointments - ‘Within 24 hours * . Emergency. care can be arranged. ithin
s T S six (6) hours of request for services.
Immediate telephonic counselmg w111
also be provided in, the case. ofan -~
_ emergency. i
_-'Weekend/Hohday Appomtments Emergency Available upon request and-in-

emergency situations

1 -800 number

Minimum one line’”

32 lines (1-866-EAP-2400)

‘Phone Counseling

Minimum one staffed line

32 lines (1-866-EAP-2400)

- f‘24 hour Cnsrs “Hot” Line Staﬂ'mg '

. Minimum one staffed lme
by LSW

32 Tines (1-866-EAP-2400) staffed by |
Master’s and Doctoral-level staff -+~

}On-srte Employee Orientation

may be combined)

1 per year (smaller groups

At least one (1) on-site employee .
orientation per year. Additional
orientations will be provided as
requested by each agency.

Deer Oaks EAP Services

“A Resource You Can Trust”

50



On-site Seminars

None, except as noted in
IV,Alc&d

Unlimited on-site seminars will be
provided, including attendance at the
PERS Payroll Conference and

"| participation in agency weliness and

benefit fairs or meetings as needed.

Off-site Seminars

None, except as noted in
IV,Alc&d

Unlimited off-site seminars will be
provided, including attendance at the
PERS Payroll Conference and
participation in agency wellness and
benefit fairs or meetings as needed.

Management Training

Minimum Requirements:
Stress, Conflict, Crisis, .
Change Management

Deer Oaks will provide the State with .
unlimited management trainings. ‘
Hundreds of topics are available
including but not limited to: Stress, ;
Conflict, Crisis, Change Management,
Diversity, Leadership, Motivation and
Communication Techniques.

Management Consultation

Avatlable to all

supervisory/management -

staff

Unlimited telephonic management
consultation will be available to al}
supervisory/ management staff as
needed,

Additional/Specialty Services Available

@ Additional Cost

Fitness-for-Duty Evaluations: $850.00
per evaluation

CORE Gatekeeper: $1.00 PEPM
24-Hour NurseLine: $0.50 PEPM :
Diversity Training: $ 150.00 per hour
Matters of the Heart Program (Health & -
Wellness Coaching): $0.25 PEPM
Breathe LIFE Smoking Cessation:
$99.00 per Enrollee

Health Risk Assessments: $5.00 per
assessment

_Additional DOT SAP Evaluations = -
(beyond the 2 included in the PEPM): .

$500.00 per evaluation

Employee Newsletters -

Supervisory Newsletters
. Internal Marketing Materials (i.e., payroll
stuffers, posters, etc.)

Quarterly
Biannually
As needed

Electronic employee and supervisory .
newsletters and internal marketing
materials will be provided on a monthly,
quarterly, or bi-annual basis as needed.

Agency Reporting .- Utilization

] Quarterly with Annual to-

Date

Utilization reports will be provided
quarterly with annual to date. Bl—armual
reports can also be provided upon
request.

Price

$1.42 maximum

$1.42 Per Employee per Month (PEPM) °

Other Unique Features

The Deer Oaks EAP Program provides:

¢ One step access to the EAP

* A statewide EAP network

» Dedicated Account Management
Team

Deer Oaks EAP Services

“4 Resouarce You Can Trust”
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| ‘¢ Comprehensive Substance Abu
|-+ Professional (SAP) Service
- compliance with Department ofii
1 __Transportatlon (DoTy requu'ements ot
.|~ and agency requirements:; o
- # Access to the Deer Oaks websrce at
1 WWW. deeroaks COM enablmg R
. employees and their dependents to
| +.access informati n~regard1ng the i

.- »'An imbedded Work-Life Program

. whlch mcludes resources on: 1ssues
regarding legal, financial, -

- childcare/eldercare, balancmg work :';:j.

~and family, and retlree agsistance - . -

| _o'_-'Unllmlted Critical Inmdent Stress
- _Debneﬁngs (CISDS) SRR R
- Case Management& 100% Follow-

"-'up 7

. Referrals to the health plan oF Iow o

“.costand free community resources

; - Unlunlted employee orlentatlons

"seminars; and supervisory training -

o Heetlﬂ'l Insut'anee Portablllty and e

_-Accountability Act (HIPAA)

Deer Ouks EAP Services

“4 Resource You Can Trust”
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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: May 13, 2009
SUBJECT: FINAL BCBS LETTER

Attached, for your information, is the letter to Mr. Huckle and Mr. Dennis Elbert as well as
the Board of Directors BCBS. The letter was mailed on April 21, 2009.



NOl‘th DakOta Sparb Collins

%%A%§ Public Employees Retirement System Executive Director

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

FAX:(701)328-3920 e EMAIL: NDPERS-INFO@ND.GOV e www.nd.gov/ndpers

April 21, 2009

Mr. Dennis Elbert, Chair
BCBSND Board

Mr. Tim Huckle, Interim CEO
BCBSND :
4510 13" Avenue SW
Fargo, ND 58121

Thank your for attending our March NDPERS Board meeting. Pursuant to your
invitation we are sending this letter. The PERS Board appreciates this opportunity to
share its thoughts with the BCBS Board concerning our relationship. In this letter we
would like to discuss our expectations and our assessment of BCBS'’s performance.

Expectations

PERS expectations are:

1) Affordable health insurance premiums that increase at a reasonable rate.
2) Staff incentives aligned with the needs of the employers/members.

3) Quality customer service.

4) Effective and affordable program administration.

5) PERS investments in BCBS should be matched with resuits.

6) A synergistic partnership.

Performance Assessment

The following is our assessment of BCBS's performance as it relates to each
expectation.

1) Affordable health insurance premiums that increase at a reasonable rate.

BCBS has failed in this area in recent years. We would note the following results:

« FlexComp Program * Retirement Programs « Retiree Health Insurgnce Credit
+ Employee Health & Life Insurance - Public Employees - Judges + Deferred Compensation Program
* Dental - Highway Patrol - Prior Service + Long Term Care Program

> Vision - National Guard/Law Enforcement - Job Service
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Active State Billed Health Insurance Premium

Single Plan & Family Plan & Combined Rate

$1,000

A

$900

$800

$700

$600

$500

Premium

$400

$300

$200

$100

50‘5]65 6567 | 67-69 | 69-71] 7473 [ 7375 | 7577 | 77-79 [ 79-81 [ Ava3

g WY

3 - S 7 al bt “ § = AL
83-85 | 8587 | 67-83 [ 89-91 | 9483 | 9395 | 8597 | 57-99 | 9301 | 0403 [ 0305 | 05-07 | 07-08 { nu-tr

O Single Plan 5500 | $855 [$©75[$3845{ $695{ $14.46 | $ 850 | $25.50] $34 5454268/ $50.25 | $60 00| 358,28 | §59 423 08.00($ 206 $ R5.00{$ 119.69|$ 248}

® Family Plan $2100] 52150 [$2500($34.90] 54190 | 54150 } 35995 $67.42] 547 40 |$ 07 07}$ 0 28(3 64 003 B128 [§28035304 005297 0¢SINT OGS I45 765587 5. 5613.12575404555754
O Combined Rate 5254 005 265000530100)$349 745408 095488 705553 943658 085846 6

'3 90.33)5220 315 260,64 53 8.30]5408 22

* - Proposed

State Health Premium Percentage Increase

50%

40%

30%

Percent

- 20%
10%

0%

From Previous Biennium

(Excludes Plan Design Changes)

/\ a7

16%11"/0 -
14% :

0%

19% 19%

77-79 79-81 81.83 83-85 B85-87 8§7-89 B89-91 91-93 93-95 95-97 97-99 99-01 01-03 0305 05-07

07-09 03-11°

* - Proposed
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As the above shows, the rates of increase in the PERS plan have been substantial (77-
91 and 96-11). We also note that the coverage provided has decreased substantially —
that is deductible’s, co-insurance and co-payments have all increased. Clearly these
are not reasonable increases. BCBS needs to be more effective in this area.

2) Staff incentives that support affordable health care

BCBS compensation and incentives are not aligned with the members’ needs. While
there are many reasons for the above increases, we believe that BCBS should align its
business goals, objectives and incentives to providing its clients affordable premiums.
We believe this may not be the case. Recently, the Fargo Forum reported that the
BCBS board authorized the following compensation increases for the CEO:

- NDPERS Health Plan

[EJ Premium Increase* @ BCBS CEO lncrease]

Percent

2006 2007 2008 2009

* - Premium increase does not reflect benefit reductions.

As you will also note from the above graph, the PERS health insurance premiums went
up 19% in the 2007- 2009 biennium (9.5+9.5). This increase was a serious hardship for
our participating employers and members. In addition, benefits were reduced. Finally,
the graph shows (as reported by the Fargo Forum) that the BCBS board increased CEO
compensation 54% during this same period. We would observe that the performance
rewarded by the BCBS board was not providing affordable health coverage to your
clients, but rather your organization’s success in passing along high premium increases.
PERS would suggest that affordable health coverage should be the primary
performance reward.

In addition to the above, it was also reported in the Fargo Forum that the BCBS board
paid a $2.2 million severance package as part of its dismissal of its CEOQ. PERS
member premiums contributed to this arrangement (at 15% of your business, it requires
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our members to pay on average $2 in premiums each month for one year to pay this
expense). We would note that any personnel action should be a process of clearly
defining expectations over time and. setting compensation arrangements in a manner
consistent with those expectations. If expectations are not met, then compensation and
compensation arrangements should be adjusted accordingly. It does not appear that
these basic steps were followed since the above and the payout shows a compensation
process that rewarded the existing business practices of the organization during the
years preceding the dismissal and that were subsequently used as the basis for the
dismissal. A sequence of events that appears to be contradictory. If a process as
described earlier was followed, BCBS would not have placed its members in the legal
position of having to pay out such a substantial sum. We would encourage you to use
generally accepted principals so our members are not exposed to such risk in the future
and these funds can be allocated to uses directly related to the members needs.

As a result of the above actions, PERS feels there is a significant disconnect between
the BCBS board’s compensation/incentive system and the needs of PERS and its
members. Maintaining affordable health insurance coverage should be the primary goal
of BCBS and around which corporate compensation/incentives are built. In so doing,
BCBS would align itself with the needs of its clients.

3) Quality customer service

BCBS has successfully met this expectation. PERS regularly reviews the performance
of BCBS in meeting our customer’s expectations. We would note the following:

NDPERS
Member Satisfaction Survey

Q2-Overall Satisfaction Rating | —* % Satisfied
— Average
94
93 /\ .
92 / \ A /\
\ VAN 7 N
01 ANEZEREAN / hd
§ VN7
89
38 . . . . .
SO R S T A N
s < S * S £ ® %
Q\J _z? Q@ ‘z? Qq.t _\S QWJ QW Q(I QQJ
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Clearly your organization has been successful in this area. We would also like to
acknowledge the work of the BCBS staff that supports PERS. They are dedicated, hard
working and very responsive to our requests and needs.

4) Effective and affordable program administration

BCBS has provided effective program administration but PERS administrative costs
have been qoing up at an unsustainable rate.

First of all, PERS believes that BCBS does an effective job in administering the PERS
plan. Our review of your claims payment procedures has been positive; your technical
capabilities are sound and your recordkeeping accurate. In this regard, BCBS is doing
a good job.

Concerning the second area, PERS notes that your organization's administrative fees
have grown at a rate equal to or greater than health costs. PERS notes the following
history of administrative/retention charges:

BCBS Administration
NDPERS Health Plan

$4O : $36.40

$35 '

$30 . $26.98 | ‘“

s per Contract
R d
N
o

b
[{=]
&
|
|
|
|
|
[

» $15 Toad —,b S ——
$10.58$11‘525$10.41$10-87$ — | b L

1989- 1991- 1993- 1995- 1997- 1999- 2001- 2003- 2005- 2007- 2009-
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011*

* - Proposed

This table shows:

¢ BCBS administrative/retention expenses were stable from 1989-1999.
e Since 1999, BCBS has aggressively increased administrative/retention
expenses.
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¢ From 1999 to 2007 administrative/retention expenses have increased 242%.

e As proposed for 2009-2011, BCBS administrative/retention expenses would
increase by 21.7%. _ v

o As proposed, the administrative expenses will increase from 1999 to 2009 by

295%.
o PERS has not requested any major new initiatives in terms of workload over the

above period.
o Staffing levels assigned to PERS by BCBS have not changed dramatically over

any of the above periods.
o HIPAA compliance was paid with earlier increases.

In recognition of the above, the following observations can be drawn:

e The BCBS increases have not been based upon workload.

o BCBS appears to be implementing a business decision relating to PERS
administrative fees that is unrelated to costs.

¢ We continue to question where BCBS intends to go with administrative
expenses.

Our conclusion is that your administrative fee increases are not sustainable for our
participating employers or members, and BCBS needs to address with us its intentions
for the future. -

5) PERS investments in the BCBS organization should produce results

PERS investment in BCBS is not returning a positive result for our members in terms of
premiums. PERS has observed the following relationship between our investments in
BCBS administrative/retention expenses, gains and premium increases (please note the
bars are the administrative expenses and the line is the health premium increase):
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BCBS Administration
NDPERS Health Plan

$40
\47°/o
$35 \
$30 \
5 $25 g
é \ $20.70 5
8 $20 512;18 €
g \ : g
n g 3
> $15 $1234 | =
£10.58% 1.25510.4151 0.87 "'qao/'fw%:;:-7 2
\— i - A |
$10 A : } {iamer [
\8% . : : ' : :
$5 - — A e
i . \ R . 4% P ; :
$0 e MNNEE S MNE *.1-VA 1 U i RN 5 H. = - , —L 0%
1989- 1991- 1993- 1995- 1997- 1999- 2001- 2003- 2005- 2007- 2009-
1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011*
* - Proposed
BCBS Gain
Includes: Risk Charge, Gain Sharing, Interest, and Losses
NDPERS Health Plan
$7
47%
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$4 \ 335 | : 2
n — ; <
5 \ . 5
£ $3 ;
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&% $0:6 0%

&
-

- Estimated

The above tables show:

1. That health premiums have increased substantially as we have been asked to
invest more in BCBS administration and while your gains on our contract have -
gone up (2001 to 2008 vs. 1991 to 1998).
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2.

That the increased investment by PERS in BCBS administrative/retention costs
has not resulted in any positive ROl as premiums have continued to rise (2001 to
2008 vs. 1991 to 1998)..

BCBS gains or profits appear to increase more dramatically with higher premium
increases and in fact the present system seems to reward BCBS with larger
gains for large increases in PERS premiums (2001 to 2008 vs. 1991 to 1998).

In addition to the above, increases in the coverage or scope of benefits has
diminished in the last several biennium'’s as a result of increased out of pocket
costs that were incurred to reduce the increase in premiums.

The following observations can be drawn from the above:

1.

It seems there is a negative relationship between PERS investments in BCBS
administration/retention and premiums. Specifically, the more PERS pays in
administration/retention, results in higher premiums by BCBS rather than lower
premiums.

Additional investments by PERS in BCBS have yielded no positive ROl in terms
of premiums, and in fact it seems to be a negative ROI.

It appears that BCBS gains are larger with higher premium increases than lower
increases which appear to be creating an incentive for BCBS not to control
premium costs. -

Based upon the above information, BCBS is not as effective at controlling

employer costs as it was previously.
BCBS does not deliver the value it used to in terms of admmlstratlve/retentlon

costs, gains and control of health care premiums.
BCBS must reverse this relationship so it is consistent with the employer's and

client's needs.

6) A synergistic partnership

While there is synerqy in administration, there is little in terms of overall costs.

PERS

believes that together we have been able to provide our members sound

administration and customer service. We further believe that our administrative
resources complement each other and in so doing allow us to provide members
services at an enhanced level.

PERS

also believes that BCBS is vested with a unique responsibility to provide

affordable health premiums. This occurs because your membership represents such a
significant percent of the marketplace. PERS participation in BCBS adds to the market
presence by adding our 54,000 members. PERS has awarded our business to BCBS
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for many reasons. But, one reason is our desire to add our market share to BCBS'’s
market share to provide you more leverage in the marketplace to insure our
participating employers and members affordable health premiums with reasonable
increases. Our experience does not seem to indicate any sort of synergistic benefit to
our members in terms of health premiums or increases. PERS will need to continue to
review our approach, and if there is no synergism with this model, we will need to

identify and examine other models.

Summary

In summary we find:

Expectation

Performance

Affordablga health insurance
premiums that increase at a
reasonable rate.

BCBS has failed in this area in recent years.

Staff compensation/incentives
that support affordable health
care.

BCBS compensation/incentives are not
aligned with the members’ needs.

Quality customer service.

BCBS has successfully met this expectation.

Effective and affordable
program administration.

1) BCBS has provided effective program
administration.

2) PERS administrative costs have been
going up at an unsustainable rate.

PERS investments in BCBS
should be matched with
results.

PERS investment in BCBS administrative
capabilities is not returning a positive return
on investment for our members in terms of
premiums.

A synergistic partnership.

1) Administratively, we do find a benefit.

2) Our experience does not seem to indicate
any sort of synergistic benefit to our
members in terms of premiums or rates of
increase.
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Based upon the above, BCBS has, in our view, the following strengths:

1) You have a very good staff that is very competent, good to work with and are very

responsive.
2) You deliver good costumer service in terms in of responding to questions and to our

members’ administrative needs.
3) Your administrative systems (claims processing, payment, etc) are efficient,
accurate and timely.

Your organization is not meeting our needs in the following areas:

1) You are not delivering affordable health care premiums.

2) Your rates of increase for premiums are high and unsustainable.

3) Your administrative fees are increasing at a rate that is also unsustainable. .

4) Your organization’s incentives do not align with the needs for affordable health care.

We would suggest the following:

1) BCBS needs to maintain its strengths in customer service and administration.
2) BCBS needs to further align its organizational goals with the needs of its members.
3) BCBS needs to align its internal incentives with the members’ needs and not just the

organization’s needs.
4) BCBS must direct its organizational resources and market share to insure that its
premiums will not increase at the same high rates in the future as they have in the

past.

Thank you for providing us this opportunity to share our thoughts with you. We would
welcome the opportunity to discuss this further if you so desire.

On behalf of the PERS Board,

Sparb Collins
Executive Director
NDPERS

¢: BCBS Board of Directors
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Memorandum

TO: PERS Board

FROM: Sparb

DATE: May 13, 2009

SUBJECT: Member Bill Audit Program

As we look to the start of the next biennium we wanted to bring to your attention the

Member Bill Audit Program that has been a part of the PERS health plan for over ten years.

We have not reviewed this program for awhile so we wanted to share with you the

information on the program and some statistics so you could determine if you felt it should

continue or not for 2009-11. The program is described on page 58 of the SPD and states:
52  MEMBER BILL AUDIT

Upon receiving notice of a claims payment from BCBSND, the Member is encouraged to audit their
medical bills and notify BCBSND of any services which are improperly billed or services that the Member
did not receive. If, upon audit of a bill an error of $40 or more is found, the Member will receive a
minimum payment of $20 or 50% of the resulting savings for paid Covered Services up to a maximum
payment of $500.

To obtain payment through the Member Bill Audit Program, the Subscriber must complete a Member Bill
Audit Refund Request Form. Forms are available from Blue Cross Blue Shield of North Dakota’'s
NDPERS Service Unit.

This program does not apply when the NDPERS Benefit Plan is the secondary payor on a claim.

| asked BCBS how much the program has saved and the answer was: It is very hard to establish

this as each one is a different situation, it could possibly be that the entire claim was submitted in error of

which then we would base the refund on the formula or it could be just one line item that was billed in error or

could even be wrong units were billed and again we would base it on the below formula. | also asked for a

history on the program:



YEAR Acct COUNT Trans Amt

2003 Total 5023001 10 2,022.16
2004 Total 5023001 7 931.77
2005 Total 5023001 6 839.41
2006 Total 5023001 17 2,913.44
2007 Total 5023001 9 2,350.68
Grand

Total 49 9,057.46

In addition for 2008 the count was 4 for a total dollar amount of $423.
Please note that if you would determine not to continue the program their would be no

savings on our administrative costs.

Board Action Requested:

Determine if the Member Bill Audit program should continue for the 2009-2011 biennium.

Staff Recommendation:

Continue the program.
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Memorandum

DATE: May 13, 2009

TO: NDPERS Board

FROM: Kathy

SUBJECT: Disability Consultant Agreement

The contract with Mid Dakota Clinic for disability consulting services expires June 30, 2009.
The Board must determine whether to go out for bid or renew the present contract. Mid
Dakota clinic has indicated they wish to continue to perform these service for NDPERS at
the rate of $200 an hour for the July 1, 2009 through June 30, 2010 contract period. This
represents no increase in the hourly rate from the current contract period. A copy of the
clinic’s proposal is included for your information.

The amount paid in consulting fees for this contract period beginning on July 1, 2008
through April 2008 is $5,950 involving 30.5 hours of service and 52 cases reviewed. Staff
has been satisfied with the services provided by Mid Dakota and recommends that we
renew the disability consulting contract for the period July 1, 2009 through June 30, 2010 at
the rate of $200 an hour.

Board Action Requested

Approve or deny staff's recommendation.



RECEIVED
MAY 04 2009
ND PERS

Mid Dakota Clinic
PrimeCare

May 1, 2009

Kathy Allen

North Dakota Public Employees Retirement System
400 East Broadway, Suite 505

Box 1657

Bismarck, ND 58502-1657

RE:  North Dakota Public Employees Retirement System (NDPERS)
Disability Contract Renewal

Dear Kathy:

This letter is in response to your proposal for renewal of the disability
determination services contract for the period July 1, 2009 through June 30, 2010.
Mid Dakota Clinic does wish to continue to perform these services for NDPERS
at an hourly rate of $200.

If you have any questions, please feel free to contact me at 530-6006.

Sincerely,

ane Schlinger

MAILING PHONE LOCATIONS: Main Clinic, 401 N. 9th Street, Bismarck
PO Box 5538 701-530-6000 Center for Women, 1000 E. Rosser Avenue, Bismarck
Bismarck, ND 58506-3538 1-800-472-2113 University of Mary Student Health Clinic, Bismarck

Kirkwood Mall Clinic, 828 Kirkwood Mall, Bismarck
Gateway Mall, 2700 N. State Street, Bismarck

* Mid Dakota Clinic

+ Gateway Dermatology

+ Dermatologic Surgery, Cosmetic & Laser Center
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Memorandum

TO: NDPERS Board
FROM: Kathy & Sparb
DATE: May 12, 2009
SUBJECT: Dental Renewal

Our group dental contract with CIGNA expires on December 31, 2009. The contract has been in
effect since January 1, 2007. Last year the Board accepted CIGNA’s renewal proposal for a 9%
premium increase for 2009 subject to a not to exceed cap of 18% for 2010. NDPERS in conjunction
with our consultant, Gallagher Benefit Services, requested a renewal proposal from CIGNA for
January 1, 2010. They are proposing an across the board increase of 9%. Included for your
information is the CIGNA proposal along with the experience report, renewal projection, and rate
summary and the renewal terms and conditions.

At this time, staff and GBS are in the process of finalizing negotiations with CIGNA regarding the
proposal. We expect to provide the Board with additional detail and a recommendation at the
meeting.



Scott A. Shultz, RHU
Senior Client Manager
CIGNA Ssales

April 27, 2009

Kathy Allen 3900 E. Mexico Ave.
Benefit Program Manager Suite 1250
Denver, CO 80210

400 East Broadway, Suite 505
Bismarck, ND 58502-1657

RE: 2010 CIGNA Dental Renewal
Dear Kathy:

I look forward to working with you to ensure a smooth renewal and open
enrollment for the members of NDPERS. Enclosed are the CIGNA dental
renewal rates effective January 1, 2010.

Last year when we provided the 2009 renewal rates, CIGNA was committed to
providing NDPERS with a 2010 renewal increase of less than 18%. With a
stabilization of the utilization, CIGNA is able to provide a renewal
increase far less than 18%. The needed increase for January 1, 2010 is
9%.

Enclosed for your review are the renewal rates, the rate calculation form
and Proposed Renewal Terms and Conditions. Also included is the monthly
detail experience report. While the overall utilization is still very
high at 96.5%, is has dropped from a May 2008 high of 112%.

There are two things that NDPERS might consider to realize 2010 savings:

e First would be to move the reimbursement allowable for 90% of usual
and customary to 80%. That would save 1.5% or about $70,000
annually.

e Second would be to remove some lines of structure. There are
currently 660 billing lines, many of which have no membership.
Eliminating those lines without membership could save up to an
additional 1% or $45,000.

I would welcome the opportunity to discuss the renewal with you. Please
feel free to call me if you have any questions. Thank you for allowing
CIGNA to be of service to NDPERS.

Cordially,

Scott A. Shultz, RHU

CC: Bill Robinson, Gallagher Benefit Services



NORTH DAKOTA PUBLIC EMPLOYEES RETIREMENT
MONTHLY HEALTHCARE DETAIL EXPERIENCE REPORT

January 2007 thru March 2009

Reported Claims: Dent Elig,

TOTAL AUTO TOTAL NON-

PRODUCT TYPE YTD/MONTH TOTAL CLAIMS TO;S:;SIIS:\_AED TOLAALTII'SSS TOTAL SUBS TOTAL MBRS ADJUDICATED AUTO ADJ TOTAII:”\?EESRVICE
SERVICE LINES SERVICE LINES

DIND Jan-07 $110,490 $260,326 42.4% 4,793 9,826 1,947 546 2,493
Feb-07 $224,458 $260,612 86.1% 4,866 9,996 3,077 1,073 4,150
Mar-07 $287,839 $260,294 110.6% 4,904 10,090 3,771 1,102 4,873
Apr-07 $292,804 $262,077 111.7% 4,798 9,839 3,870 1,119 4,989
May-07 $305,484 $263,346 116.0% 4,719 9,662 4,061 1,101 5,162
Jun-07 $266,791 $264,460 100.9% 4,701 9,644 3,501 935 4,436
Jul-07 $230,902 $264,362 87.3% 4,762 9,725 3,121 916 4,037
Aug-07 $281,375 $272,039 103.4% 4,882 9,988 4,165 1,055 5,220
Sep-07 $234,620 $277,665 84.5% 4,964 10,123 3,342 754 4,096
Oct-07 $248,566 $278,739 89.2% 4,977 10,029 3,658 862 4,520
Nov-07 $256,202 $279,607 91.6% 5,026 10,111 3,794 717 4,511
Dec-07 $263,332 $279,429 94.2% 5,053 10,151 3,649 916 4,565
Jan-08 $313,614 $296,902 105.6% 5,268 10,768 4,017 1,180 5,197
Feb-08 $334,415 $298,067 112.2% 5,311 10,830 4,175 1,211 5,386
Mar-08 $334,884 $298,783 112.1% 5,316 10,844 4,193 1,219 5,412
Apr-08 $307,226 $301,024 102.1% 5,355 10,921 4,241 973 5,214
May-08 $341,160 $302,870 112.6% 5,386 10,977 4,407 996 5,403
Jun-08 $294,655 $304,368 96.8% 5,391 10,989 3,725 1,124 4,849
Jul-08 $281,642 $305,131 92.3% 5,406 11,019 3,876 823 4,699
Aug-08 $303,525 $307,003 98.9% 5,458 11,119 4,375 868 5,243
Sep-08 $271,743 $311,689 87.2% 5,556 11,300 3,535 991 4,526
Oct-08 $302,738 $312,481 96.9% 5,562 11,290 4,251 1,058 5,309
Nov-08 $261,922 $313,971 83.4% 5,579 11,330 3,737 799 4,536
Dec-08 $300,102 $314,988 95.3% 5,584 11,332 4,003 976 4,979
Jan-09 $335,426 $355,559 94.3% 5,761 11,780 4,769 979 5,748
Feb-09 $340,419 $355,100 95.9% 5,754 11,753 3,958 1,357 5,315
Mar-09 $351,033 $356,340 98.5% 5,759 11,776 4,228 1,115 5,343

PRODUCT TYPE Total $7,677,367 $7,957,231 96.5% 140,891 287,212 103,446 26,765 130,211



Account Name: North Dakota Public Employees Retirement

Effective Date : 01/01/2010 - 12/31/2010

Description :

Indemnity Dental

FFS Claims PEPY
Experience Period FFS Paid Claims
| Average Subscribers
= Annualized FFS Claims PEPY
Trend
Annual Trend %
Number of Months
x Effective Trend Factor
= Trended Annual Claims PEPY
x Projected Number of Employees (Current Lives)
= Trended Annualized Claims Total
x Change in Liability
= Total Annualized Projected Claims (Incurred)
Total Projected Claims
/ Claim Fluctuation Corridor % (1-CFC %)
= Total Projected Annual Claims w/ CFC
Projected Experience Rated Premium
Expense ($ amount)
Expense (% of Premium)

= Projected Annual Experience Rated Premium - Total
= Projected Annual Experience Rated Premium - PEPY

Projected Experience Premium Need
Current Total Annual Premium
Projected Rate Adjustment %

05/15/20091:40 PM

$3,691,590
5,472
$674.62

4.58%
22.0
1.0856
$732.35
5,759
$4,217,583
1.0065
$4,244,997

0.00%
$4,244,997

$419,835
9.00%

$4,664,832

$810.01

$4,276,079
9.09%



Rate Summary
Account Name: North Dakota Public Employees Retirement
Effective Date : 01/01/2010 - 12/31/2010

Description : Projected Monthly Current Billed Rate Proposed Billed rate Rate Need
Enrollment

Proposed: Indemnity Plan

Current: Indemnity Plan

EE 2,792 $35.10 $38.29 9.09%

EE + Spouse 1,372 $67.76 $73.92 9.09%

EE + Child(ren) 372 $78.64 $85.79 9.09%

EE + Family 1,223 $111.30 $121.42 9.09%

Annualized Total 5,759 $4,276,079 $4,664,832 9.09%

Benefit recommendation: move R&C from 90th to 80th is a -1.5% reduction to rates.




PROPOSED RENEWAL TERMS AND CONDITIONS
A. General Terms of this Renewal Proposal

Connecticut General Life Insurance Company (“CG”) is pleased to present this proposal for renewal for
an insured group dental, benefit plan (the “Plan’) sponsored by North Dakota Public Employees
Retirement Systems. This proposal is valid for 120 days from its original date of release, 4/23/2009. Any
revisions or updates made to this proposal will not renew this valid timeframe unless expressly
communicated by CG.

Renewal Caveats
CG may revise or withdraw this renewal proposal if:
o there is a change to the effective date of the quote
e Plan modifications are requested
o there is a change in law, regulation, tax rates, or the application of any of these that affects CG’s
costs
less than 200 employees or less than 50% of total eligible employees enroll in the Plan

e enrollment varies by more than 15% percent from at least one of the following enrollment levels:
5749 total.

commissions are requested to be different than 0%
e itisrequested to interface with a third party vendor
it is not the exclusive provider of Dental benefits.

B. Scope and Application of this Proposal

Unless otherwise indicated, this Proposal:
e supersedes and renders null and void any prior CG offer or proposal with respect to the Plan
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MEMORANDTUM

TO: NDPERS BCARD
SPARR COLLINS, NDPERS
Vi
FROM: BRYAN T. REINHARDT
DATE: May 13, 2009

SUBJECT: GROUP MEDICAL PLAN - SURPLUS/AFFORDABILITY UPDATE

Here is the April surplus projection and affordability analysis
for the NDPERS group medical plan. The plan made it through the
2005-2007 biennium and is in the last quarter of the 2007-2009
biennium.

Net premium sent to BCBS in July 2007 was $13,406,858. In July
2005 it was S$10,853,370. There are now 25,097 contracis on the
NDPERS Health Plan, covering 56,000 people. The NDPERS health
plan ended up with 23,580 contracts in June, 2005. There were
22,947 contracts in June, 2003, and 21,792 in July 2001.

The 2003 - 2005 biennium settlement isg on account at BCBS with a
balance of over $2,051,000. The remaining $14.3 million was used
to buy down premiumsg for the 05-07 biennium. This amount is at
BCBS and receiving interest.

The first settlement for the 2005 - 2007 biennium transferred
53,672,932 to the NDPERS account. In addition refunds came in
greater than IBNR claims, so this biennium has a cash balance of
$360,012. The final settlement for this biennium is June 20009.

The projection for the 2007 - 2009 biennium shows total surplus at
-$3.8 million. If there is a surplus, we share 50/50 in the first
$3.0 million surplus with BCBS. This will make future growth in
the gain for NDPERS difficult. The plan is fully insured by BCBS,
go the June 30, 2009 NDPERS estimated gain is $0. IBNR for this
estimate is at $17.0 million and cash to pay claims is at 514.3
million. $13.3 million was paid out in April.

If you have any questions or you should need anymore information,
please contact me.

* FlexComp Program = Retirement Programs » Retiree Health Insurance Credit
* Employee Health & Life Insurance - Public Employees - Judges + Deferred Compensation Program
= Dental - Highway Patrol - Prior Service « Long Term Care Program

+ Vision - Nationa! Guard/Law Enforcement - Job Service




NDPERS - ESTIMATED SURPLUS PROJECTION: 2007-2009 BIENNIUM
April, 2009

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 April, 2009.

1) Preliminary Underwriting Gain/Loss for the 2007-2009 Biennium ($4,543,600)
2) Wellness Program Expenses %0
3) Estimated Underwriting Gain/Loss for the 2007-2009 Biennium ($4,543,600)

4} Projected Interest Accumulation
- {adjusted for usage as premium) _ $0

5) Refunds and Settlements

11/30/G7 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 (Included as claim rebates) $354,915
11/31/08 Perform Rebate (Included as claim rebates) $395,601
02/28/09 Perform Rebate (Included as claim rebates) $270,464
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

t.

10) NDPERS Wellness Accounts
My Health Connection
Employer Based Wellness
Wellness Benefit Program




NDPERS - Projected Underwritten Experience for the 2007-2009 Biennium

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

April, 2009
TOTAL ADMIN CLAIMS ESTIMATED TOTAL ESTIMATED
PREMIUM PREMIUM PREMIUM EXPENSE NET INTEREST INCURRED & IBNR INCURRED GAIN/

MONTH COQLLECTED ADJUSTMENT INCOME $29.90/Con PREMIUM ON CASH PAID TO DATE CLAIMS CLAIMS(1) LOSS _
Jul-07 $13,406,857 $0  $13,408,857 $725,404 $12,681,453 $0  $11.182,759 $0  $11,182,759 $1,498,694
Aug-07 $13,465,027 $308 $13,465,336 $728,334  $12,737,002 $8,720 $12,182,208 $0  $12,182,208 $563,514
Sep-07 $13,608,834 $6,878 $13,615,713 $736,018  $12,879,695 $32,149  $10,954,846 $0  $10,954,846 $1,956,998
Oct-07 $13,577,219 $7,321  $13,584,540 $734,822  $12,849,718 $44,159  $13,083,110 $0  $13,063,110 ($169,233)
Nov-07  $13,584,631 ($6,547) $13,578,084 $735,480 $12.842,604 $38,392  $13,279,082 $0  $13,279,082 ($398,086)
Dec-07  $13,568,728 $5,601 $13,574,329 $734,653  $12,839,776 $40,841  $12,531,192 $0 $12,531,192 $349,425
Jan-08 $13,582,515 $3,071  $13,585,586 $735,121  $12,850,465 $39,733 $13,723,376 $0 $13,723,376 ($833,178)
Feb-08 $13,622,093 $1,733  $13,623,826 $737,155  $12,886,671 $33,024 $12,258,772 $0  $12,258,772 $660,923
Mar-08 $13,620,486 ($2,685) $13,617,801 §737,125  $12,880,676 $25,258 $13,255,031 $0  $13,255,031 ($349,097)
Apr-08 $13,626,826 $1,915 $13,628,741 $738,171  $12,890,570 $21,216 $13,283,520 $0  $13,283,520 ($371,734)
May-08  $13,623,071 $1,798 $13,624,869 $737,992  $12,886,877 $17,341  $12,559,126 $0  $12,559,126 $345,092
Jun-08 $13,644,570 ($2,237) $13,642,333 $739,128  $12,903,205 $27,130 $12,837,684 $0  $12,837,684 $92,651
Jul-08 $13,611,228 ($4,554) $13,606,675 $737,693  $12,868,982 $33,409 $13,832,867 $0  $13,832,867 {$930,477)
Aug-08 $13,622,766 $25,091 $13,647,857 $738,052 $12,909,805 $29,181 $12,677,160 $30,000  $12,707,160 $231,826
Sep-08  $13,750,651 $3,180 $13,753,831 $745,168  $13,008,663 $29,800 $13,063,881 $280,000  $13,343,881 {$305,328)
Oct-08 $13,718,593 $26,952 $13,745,546 $744,480 $13,001,085 521,426  $13,389,641 $290,000  $13,679,641 {$657,149)
Nov-08  $13,728,459 $9,639 $13,738,098 $745,497  $12,992,601 $19,221  $12,195,490 $400,000 $12,595,490 $416,333
‘Dec-08  $13,733,851 $566 $13,734,417 $745,557  $12,988,860 $13,638 $15,127,475 $550,000  $15,677,475 ($2,674,976)
Jan-09 $13,810,474 ($5,691) $13,804,783 $749,862  $13,054,921 $9,258 $11,764,710 $1,000,000  $12,764,710 $299,469
Feb-09 $13,811,340 ($5,048) $13,806,292 $749,952 $13,056,340 $6,142 $10,913,006 $1,700,000  $12,613,006 $449,477
Mar-09 $13,815,272 ($6,974) $13,808,298 $749,892  $13,058,406 $7,663 $11,301,766 $4,100,000  $15401,766  ($2,335,697)
Apr-09 $13,843,570 ($6,718) $13,836,852 $751,417  $13,085,435 $7,498  $5,003,353 $8,650,000  $13,653,353 ($560,419)
May-09  $13,843,570 $0 $13,843,570 $750,400  $13,093,170 $7,229 $0 ' $0  $13,979,583 ($879,184)
Jun-09 $13,843,570 $0  $13,843,570 $750,400 $13,093,170 $6,489 $0 $O0  $14,043,090 ($943,431)
BIENNIAL -

TOTAL $328,064,202 $53,600 $328,117,802 $17,777,672 $310,340,131 $519,008 $270,380,055 $17,000,000 $315,402,728 ($4,543,590)




North Dakota Sparb Collins
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Memorandum

TO: PERS Board
FROM: Sparb

DATE: May 13, 2009
SUBJECT: Tax Tables

Attached please find an article that we had in our most recent retiree newsletter concerning
tax withholding. The federal government has received a lot comments about the change
since it raises the possibility of retirees not having enough withheld and potentially being
exposed to penalties as well. Recently it was announced by our national organization that
the IRS was considering allowing retirement plans to again use the old table or keep the

new table. At this point no announcement has come.

PERS currently has 7,284 retirees. Of those 2,460 have taxes withheld with 1,769 doing it
based upon the table and 691 have a specific amount withheld. Here are the summary

withholding figures for the 2,389 NDPERS retirees affected by the change to the tax tables.

Before Federal Withholding: $306,246

Before State Withholding: $56,031
Total: $362,277
After Federal Withholding: $209,506
After State Withholding: $38,755
Total: $248,261
Difference Federal: $96,740
Difference Federal: $17,276

Total: $114,016



In total this was about a 31% decrease in taxes taken out for these members. Since we
have already announced this change and had retirees take action based upon this
announcement it is our plan not to revert back to the old table if that is allowed by the IRS.

We will however continue to include in our newsletter information on this change this year.



SPECIAL NOTICE

2009 INCOME TAX WITHHOLDING FOR PENSION PAYMENTS

Due to the American Recovery and Reinvestment Act (ARRA) signed into law on
February 17, 2009, the Internal Revenue Service (IRS) has issued new tax withholding
tables effective April 1, 2009 that are to be used to calculate the federal income tax
withholding for pension payments. In summary, the automatic withholding threshold will
increase from $1,600 to $2,240 effective April 1, 2009. Under the revised wage
withholding tables, no tax is to be withheld from monthly payments that are less than
$2,240, unless you request otherwise, because this is the monthly withholding threshold
for a “married-and three” taxpayer.

NDPERS was required to adjust its system to incorporate the new tax withholding tables
effective with your April 1 payment. Therefore, the change in withholding occurred
automatically and if you have a Form W-4P on file, the tax was applied in accordance
with that form. The result of this might be that you will receive a larger pension check
for the remainder of the year; therefore, at the end of the year not enough tax will be
withheld to cover your 2009 tax bill.

If you wish to adjust your withholding you must file a new W-4P with the PERS office.
You may obtain the form from our web site at www.nd.gov/ndpers under Forms and
Publications for the Defined Benefit Hybrid Retirement Plan or you may call the
NDPERS office at 701-328-3900 or 1-800-803-7377. For additional assistance, get IRS
Publication 919, “How Do | Adjust My Tax Withholding?” or visit the IRS website at
222.irs.gov and use the “Withholding Calculator.” As will all tax matters, we also
recommend that you discuss this issue with your personal tax advisor.



http://www.nd.gov/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: May 13, 2009
SUBJECT: Legislation

Attached please find a summary of actions on proposed legislation relating to PERS.



2009 Legislative Session
North Dakota Public Employees Retirement System

Bill Action Comment
Summary
Number | Sponsor
HB1022 PERS Budget Passed Budget was approved as proposed
HB1120 PERS A BILL for an Act to amend and reenact section 54- | Failed Committee was concerned with
52.1-02 of the North Dakota Century Code, relating to what would happen after the two
non-Medicare retiree insurance rates. year period also no other testimony
in support of the bill
HB1121 PERS Provides for a 5% increase for OASIS members Passed PERS retiree increase was
effective August 1. Amended out of the bill was the amended out due to the cost.
13" check and 2% increase for PERS retirees
HB1173 Rep. Allows the public employees retirement system to Passed We will be meeting with the Judges
Klemin create a health care savings plan for all supreme and to begin the process of
district court judges participating in the public implementation.
employees’ retirement system.
HB1204 Rep. Relating to health insurance coverage for medical Passed This bill had an actuarial cost of .12
Kaiser services related to intoxication. cents pcpm. As passed no
additional appropriation was added
so this will need to be funded with
PERS reserves. Total cost per
month is $3,217 or $77,200 for the
biennium.
HB1575 Rep. Provides that law enforcement officers with BCI will Passed PERS is presently working on
Grande participate in the peace officers and correctional transferring these members as of
officers retirement plan effective July 1. July 1.
SB2153 PERS Provides for the following: Passed Implementation plans have been

1. The PERS board is presently authorized to appoint 3 of its
4 elected members to the state investment board. This
change allowd the board to appoint as one of its 3
members a nonelected PERS Board members such as the
Board Chair who is appointed by the Governor, the
Attorney General's appointment or the Health Officer or

developed for this bill and are
presently being worked on.




Bill
Number

Sponsor

Summary

Action

Comment

designee

2. Standardizing the language relating to purchase or prior
service and years of service for the Highway Patrol with
the PERS plan (effective March 1, 2011)

3. Authorize the pretax payment of employee contributions
made by the HP members and Judges (6.3% for HP & 1%
for Judges)

4. Modifies the automatic distribution provision so it is
consistent with Federal requirements (Less then $1,000)

5. Adds a graduated benefit option to the plan in addition to
the existing options (J&S 50% and 100%, 10 year term
certain & level SS benefit). Pursuant to this option a
member could take an actuarial reduced benefit initially
(like they do with the J&S benefit) so their benefit would
increase at 1% or 2% over time. The benefit would be
reduced actuarially to reduce the initial payments by an
amount to pay for the 1% or 2% option (effective March 1,
2011)

6. Update the federal compliance provisions and add
federally required language relating to the treatment of
members in dual plans

7. Present law provides that any member of the PERS
retirement plan can run for the PERS Board. The board is
proposing broadening eligiblity to include members of the
HP plan, Job Service Plan and DC plan. These are plans
also administered by the Board.

8. Relates to the group insurance program and clarifies that
“faculty member” instead of teachers who are teaching
from one year to the next should be set up on an annual
health contract.

9. This change also relates to the group insurance program
and does two things:

a. Eliminates the provision allowing an employee of
a political subdivision not participating in PERS to
participate.

b. Allows an employer to pay the insurance premium
for an employee on leave absence

SB2154

PERS

Provides the following:
1. Increases the retiree health credit from $4.50 to $5

Passed

This is effective July 1. We are
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Bill Action Comment
Summary
Number | Sponsor
effective July 1, 2009 updating the benefits system to pay
2. Increases the required employer contribution from 1% to the increase and the billing system.
1.14% effective July 1, 2009
HB 1340 Rep Allows Metorpolitan Planning Organization to Passed
Glassheim | participate in PERS
HB 1067 Exempts engineers and geologists employed by the Passed Since these position will become
director of mineral resources from classified service. unclassified they will become
This means they will be eligible for the DC plan eligible for the DC plan on July 1.
Appropriation Health Plan Passed The Health Insurance increase was
Bills passed. Premiums will increase

July 1 based upon the schedule you
passed in March. Benefit plan
changes will also be implemented
on July 1.

Health Plan funding and benefit changes:
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Current Rate: $658.08

Existing
Plan
BCBS hid $846.64
Deductions
Remove 1% {$8.44)
Sub total $838.20
2737 %
Bienni
Cost
Increase: FTE's
State 11,500 $49.713,120
General Fund 60% $29,827.872 )
Other Funds 40% $19,885,248 [ NDPERS HealthPlan2009-2011 Benefit Reduciions:
Well Child Care Copays flo
Wellness Pawio EPO +/Ben FTIOTET Copays $1.0a
EPD [$1ﬁ?1] Maitrtenanee Dmg Copays 3132
Wellness | 7.8 —— - N
Subtota [$1223] —TDPE RS Heabth Plan J002-201 1 Wellness Add sions:
%F?; f,rmm Berefit Eg;
Sub Total $825.97 AFCITE '
Increase §'s $167.89 —zrz:fuf%': i Eég
Ihcrease % 29.51% [nfherza Vareine f0.10
Chitopractic Copay £ tand adization 024
PERS Benefits Committt 3 LED Oheity Vit el
NDPERS Priority: 2 Subtotal $788
Biennium —
Cost
lncrease; FTE's
State 11,500 $46,337 640
General Fund 60% $27.802 584
Other Funds 40% $18,535,056
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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

TO:

FROM:

DATE:

SUBJECT:

FAX: (701) 328-3920 e EMAIL: NDPERS-INFO@ND.GOV e www.nd.gov/ndpers

Memorandum

NDPERS Board
Election Committee:
Jon Strinden
Mike Sandal
Levi Erdmann
May 13, 2008

Election Update

There is one nominee for the active vacancy on the PERS Board:

Joan Ehrhardt — Dept. of Human Services

There are two nominees for the retiree vacancy on the Board:

David Gunkel
Howard Sage

Following is the schedule for the remainder of the election process:

May 26, 2009 — Ballots are sent out to membership
June 12, 2009 — Deadline to return ballots
June 15, 2009 — Ballot canvassing

June 18, 2009 — Presentation of results to Board membership


mailto:NDPERS-INFO@ND.GOV

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: May 13, 2009

SUBJECT: REQUEST FOR PROPOSALS

Attached, for your information, is the Request for Proposals for the Experience Study and
Retiree Health Valuation (Other Post Employment Benefits).

Please note the attached cover letter that sets forth the timelines.

It is our hope to bring the results and staff recommendation to the June Board meeting.



A North Dakota o
. . Sparb Collins
é Public Employees Retirement System Executive Director
400 East Broadway, Suite 505 ¢ PO Box 1657 (701} 328-3900
: Bismarck, North Dakota 58502-1657 1-80:0-803-7377
' FAX: (701) 328-3920 ¢ EMAIL: NDPERS-INFO@ND.GOV ¢ www.nd.gov/ndpers
May 6, 2009
REQUEST FOR PROPOSALS
Experience Study
Retiree Health Valuation (Other Post Employment Benefits)
Attached please find the Request for Proposals (RFP) from the North Dakota
Public Employees Retirement System (NDPERS) for two work efforts:
1. To conduct an Experience Study for the retirement plans administered by
the agency.
2. To conduct a Retiree Health Valuation {OPEB).
Please note the following:
1. The timetable for submission of proposals on page 16, Section VI. D.
2. The location for submission of proposals on page 18, Section VI. C.’
3. The date for submission of questions relating to the proposal on page 16,
Section VI. J.
4. The timeline for work efforts pursuant to this proposal and the due dates
for deliverables on page 3.
5. The acceptance terms on page 16, Section VI. K.
6. Copies of the Request for Proposal (RFP) may be obtained from the
NDPERS website at: http://www.state.nd.us/ndpers/providers-
consultants/consultants/rfp-index.html  This website will contain the
RFPs, and other important information. Bidders shouid check these
electronic pages regularly.
NDPERS appreciates your consideration of this RFP and would welcome a
proposal from your firm for review if you believe your firm meets the minimum
requirements as found on page 20, paragraph 1.
Sparb Collins
Executive Director
» FlexComp Program + Retirement Programs + Retiree Health Insurance Credit
* Employee Health & Life [nsurance - Public Employees - Judges * Deferred Compensation Program
» Dental - Highway Patrol - Prior Service * Long Term Care Program

» Vision

- National Guard/Law Enforcement - Job Service




REQUEST FOR PROPOSALS

Experience Study
Retiree Health Valuation (Other Post Employment Benefits)

Prepared by:
North Dakota Public Employees Retirement System
P.O. Box 1657
Bismarck, ND 58502-1657
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Section . Introduction

Request:

- This Request for Proposal is soliciting offers for two work efforts. The first is to conduct an
- experience study on the defined benefit plans administered by NDPERS and the retiree

health credit plan. NDPERS administers two primary retirement trust funds. One is the

_Public Employees Retirement System (PERS) and the other is the Highway Patrol plan.

The PERS plan has five subdivisions/plans which are: Main, judges, Law Enforcement
with prior service, Law Enforcement without prior service and National Guard. The Retiree

Health Credit Plan is a separate trust.

The second effort requested is to do thé actuarial valuation of the PERS post retirement
benefit plan to satisfy the requirement for the Governmental Standard Board statement 43

and 45.

The following is a sequence of activities for this RFP:

- May 5, 2009 RFP for consultant services issued
May 21, 2009 Questions to RFP due
- May 27, 2009 Responses to questions posted
June 5, 2009 Consultant proposals due at PERS office no iatter then
3:00 p.m. Centrai Standard Time.
July 16, 2009 - PERS Board selects consultant no iater than this date.

The due dates for deliverables on this project are:

September 10, 2009 Draft of retiree valuation to NDPERS

September 17, 2009 Present draft report to NDPERS Board

September 24, 2009 Final OPEB report due

December 28, 2009 Draft of experience study to NDPERS

January 14, 2010 Second draft completed and to NDPERS

January 21, 2010 Meet with NDPERS Board and Present experience study

PERS: .

PERS is a separate agency created under North Dakota state statute and, while subject
to state budgetary controls and procedures as are all state agencies, is not a state
agency subject to direct executive control.

PERS is managed by a Board comprised of seven members:
(1) Chairman - appointed by the Governor

(1) Member - appointed by the Attorney General

(1) Member. - elected by retirees

(3) Members - elected by active employees

(1) State Health Officer

NDPERS Experience Study and Retiree Health Valuation RFP May 2009
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Section Il Exberience Study

A. Background
North Dakota state law requires:

“...once every five years make a general investigation of the actuarial experience
- under the system including mortality, retirement, employment turnover, and other

itemns required by the board, and recommend actuarial tables for use in valuations
. and in calculating actuarial equivalent values based on such investigation; *

Pursuant to this statute, the next study will be required for the 5 year period ending June
30, 2009. The Segal Company will be completing the 2008/09 evaluation by October
2009. The retirement system is requesting a not to exceed fixed fee bid to conduct an
experience study. for the retirement systems under its jurisdictions for the five year period -
ending June 30, 2009. PERS is also interested in a not to exceed fixed fee bid for an
experience study for the same period for the Retiree Health Insurance Credit program.
The results of the studies wilf be reported to the Board by January of 2010. The study will
review and analyze, at a minimum, the following assumptions:

Life Mortality
Disabled Life Mortality
Disability Incidence
Retirement Rates

~ Withdrawal
Investment Return Rates
Salary Increase Rates
Inflation
Actuarial Cost Method
Asset Valuation Method

AANMNMAMNMNA/AAA

B. Plans:
The PERS system (includes the main system, judges, air guard, and law enforcement

plans) arid the Highway Patrol plan are defined benefit plans and provide benefits under
two separate chapters of the North Dakota Century Code (NDCC). NDCC Chapter 54-52
provides the benefits under the PERS, Judges, and Air Guard retirement plans. NDCC
Chapter 39-03.1 provides the benefits under the Highway Patrol retirement plan. In
addition to the retirement funds, NDPERS is requesting an experience study on its retiree
health credit program. This program provides members a fixed benefit of $4.50 times the
number of years of service credit in the retirement plan that can be used to purchase
PERS health insurance. The program is funded with a 1% employer contribution.

1. Public Employees
The North Dakota Public Employees Retirement System (PERS) is the retirement plan for

all state employees (excluding those in the Board of Higher Education eiigible for
TIAA/CREF), and employees of counties, cities and school districts (excluding teachers)
which have elected to participate. The following statistics are from the systems last
actuarial report performed by the Segal Company for the main system:
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2008 2007 Change

Total Number -

of Active - 19,042 18,299 4.1% increase
Members
Average Age of 47.0 years 47.0 years No change
Active
Members
Average Annual $32,959 $31 ,169 5.7% increase
Salary ) '
Total Payroll $628 million $570 million 10.0% increase
- Employer Cost Rate, 2007 6.08%
Pian Experience 0.11%
Contribution Loss’ 0.12%

Effect of maintaining 20-year amortization {0.05)%

Employer Cast Rate, 2008 6.26%
Statutory Rate, 2008 4.12%
Contribution Margin (2.14)%

2. Judges
The Supreme and District Court Judges in North Dakota, although a part of the PERS

system, have a separate benefit program. The following information relating to this
system is from the systems last actuarial report:

2008 2007 " Change

Total Number

of Active 47 47 No change
Members

Average Age of 56.0 years 55.0 years increase
Active

Members

Average $111,427 $103,683 7.5% increase
Annual Saiary

Total Payroll $5,237,000 $4,873,000 7.5% increase

The following information relates to the benefits and contributions for the system:
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Employer Cost Rate, 2007 9.31%

Plan Experience (0.22)%

Contribution Gain (0.29)%
Effect of maintaining 20-year amortization 0.19%

Employer Cost Rate, 2008 8.99%
Statutory Rate, 2008 ' 14.52%
Contribution Margin 5.53%

3. Air Guard ' _
Like the Judge's plan, the Air Guard is also part of the PERS system but has a separate

level of benefits. The following information on this system is from the systems last
actuarial report: '

2008 2007 Change
Total Number
of Active 41 40 2.5% increase
Members
Average Age of  34.0 years 34.1 years decrease
Active
Members
Average $47,919 $36,983 29.6% increase
Annual Salary
Total Payroll $1,965,000 $1,479,000 32.8% increase

May 2009 Page 6 of 20
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The following information relates to the benefits and contributions for this system:

Employer Cost Rate, 2007 - 3.53%
Plan Experience ' (0.13)%
Effect of maintaining 20-year amortization 0.04%

Employer Cost Rate, 2008 3.44%
Statutory Rate, 2008 6.50%
Contribution Margin 3.06%

4. Law Enforcement System

The Law Enforcement Plan is divided into two sections those with prior service and those
without. A separate valuation is done for each group. The following is from the last
valuation for those with prior service:

2008 2007 Change
Total Number _
of Active , 136 138 - 1.5% decrease
Members '
Average Age of  41.6 years 41.6 years No change
Active _
Members
Average $37,188 $35,292 5.4% increase
Annual Salary
Total Payroll $5,058,000 $4,870,000 3.8% increase
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Employer Cost Rate, 2007
" Plan Experience
Asset Transfer of $3.3 Million
Effect of maintaining 20-year amortization

Employer Cost Rate, 2008
Statutory Rate, 2008
Contribution Margin

The foflowing is for the group without prior service:

2008 2007

Total Number
of Active 30 28
Members '

Average Age of  34.1 years 36.7 years
Active
Members

Average $27,472 $25,327
Annual Salary

Total Payroll $824,000 $709,000

- Employer Cost Rate, 2007
Plan Experience
Effect of maintaining 20-year amortization

Employer Cost Rate, 72008
Statutory Rate, 2008
Confribution Margin

12.39%
0.94%
(4.14)%
(0.15)%

9.04%
8.31%
(0.73)%

Change
7.1% increase

decrease

8.5% increase

16.2% increase

8.50%
(1.29)%

{0.06)%

7.15%
6.43%
(0.72)%

NDPERS Experience Study and Retiree Health Valuation RFP

May 2009
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5. Highway Patrol

The North Dakota Highway Patrol plan is administered by PERS as a separate plan of
benefits. The following information is from the system last actuarial report performed by

the Segal Company:

The following information relates to the benefits and contributions for this system.

2008

Total Number of

Active Members 130

Average Age of

Active Members 37.0 years
| Average Annual

Saiary $50,066

Total Payroll $6,509,000

2007
133
37.2 years

$46,082
$6,129,000

Change
2.3% decrease
decrease .

8.6% increase

6.2% increase

Employer Cost Rate, 2007 15.08%
Plan Experierice 1.00%
Contribution Gain _ (0.17)%

- Effect of maintaining 20-year amortization (0.15)%

Employer Cost Rate, 2008 15.76%
Statutory Rate, 2008 16.70%
Contribution Margin 0.94%
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6. Retiree Health Credit Program

This is separate trust fund that is administered by PERS to help retirees pay the cost of
their heatth insurance. The foliowing information is from the last actuarial valuations:

2008 2007 Change
. Total Nurnber of
Active Members 19,659 18,929 3.9% increase
AVerage Age of
Active Members 46.8 vears 46.8 years No change
Average Annual
Salary $33,617 " $31,848 5.6% increase
Total Payroll $661 million $603 million '9.6% increase
Employer Cost Rate, 2007 15.08%
Plan Experience 1.00%
Contribution Gain ‘ (0.17)%
Effect of maintaining 20-year amortization (0.15)%
Employer Cost Rate, 2008 _ 15.76%
Statutory Rate, 2008 16.70%
Contribution Margin 0.94%

C. Time frame
Segal will complete the 2009 valuation in October of 2009. Demographic and economic
information for the plan will be turned over to them in July and August with audit financial
information in September. '
A draft of the experience study is to be completed by December 28, 2009 for review with
the PERS staff. A second draft is to be completed by January 14, 2010 for distribution to
the NDPERS Board. The consultant shall attend the January 21, 2010 PERS Board

- meeting to present the report and recommendations.

D. Data
NDPERS will supply to the successful contractor five years of data for each of the plans.

E. Other information

A copy of our last experience study and our last actuarial valuation for each of the above
systems can be viewed on our website under “Request for Proposals” at
hitp://www.nd.gov/ndpers/providers-consultants/consultants/rfp-index.html
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SECTION lll. Retiree Health Valuation

The North Dakota Public Employees System administers the group insurance program for State
of North Dakota. Retirees from state retirement systems may elect to continue their participation
in the group insurance. ‘For PreMedicare retirees their rate is set by state statute at NDCC 54-

52.1-02 which state:

e The PreMedlcare single rate shall be 150% of the active member single rate
» The PreMedicare family rate is 2 times the PreMedicare single rate _
* The PreMedicare family rate for 3 or more is 2.5 times the PreMedicare single rate

NDPERS needs to have an actuarial valuation of this liability that will fulfill the requirement for the
Governmental Accounting Standards Board (GASB) Statement No. 43 and Statement No. 45.

. Concerning the liabiiity for the retiree health program discussed above that is actuarial determined
each year along with the retirement plan valuations done by the Segal Company.

The valuation is to be completed by September 24, 2009 with a draft to NDPERS by September
10, 2009. The valuation will be presented to the NDPERS Board on September 17, 2009.

Prior to beginning work on the valuations the successful contractor must executive a Busmess
Associate Agreement with NDPERS.

A copy of our last valuation can be viewed on our website under “Request for Proposals” at
hitp:/Awaww.nd. qov/ndpersfprovaders -consultanis/consultants/do-index. html
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SECTION IV — Information Requests

The proposal shall use the following format and contain your organization's response to the
following requested information. Respond by restating the request with the response following.

This format shall be used in the proposal.

A General Background:

1.

9.

The firm's name, home office address, address of the office providing the services
under the contract and telephone number,

Detail your organization's approach to conducting an experience analysis. Include a
discussion of your approach to reviewing the assumptions, determining their validity,
making suggested changes and the resources your firm will assign to the project.
What is your methodology relating to the economic versus non-economic
assumptions? Also provide a timeline of the work efforts as required in Section L.

Detail your organization's approach to conducting retiree health valuations. Also
provide a timeline for the work efforts in Section ill, :

General description of the firm, including the size, number of employees, primary
business (consuifing, pension planning, insurance, etc.), other business or services,
type of organization (franchise, corporation, partnership, etc.) and other descriptive

material.

Provide summary information regarding the professional and experience qualifications
of actuaries and other consultants who shail perform work under the contract. Also for
each staff member assigned to the project indicate who they have done project work

for and a reference.

Description of the computer equipment and a statement as to the ownership and
location of this equipment to be utilized in the performance of the contract.

Statement of the availability and focation of staff (including actuaries) and other
required resources for performing all services and providing deliverabies within
indicated time frames. Statement as to whether or not the services outlined in these
specifications can be performed using only your present staff.

Identify the specific and unique qualifications of your firm with regard to providing the
requested work,

Identify the offices from which services to the Fund wiil be provided.

10. Include a copy of a previous experience study and retiree health valuation

11. Discuss your work experience with public sector retirement boards.

NDPERS Experience Study and Retiree Health Valuation RFP May 2009
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12. Provide a listing of state public sector clients of similar nature and size for whom your
organization provides similar services. References should identify the appropriate
contact person(s), addresses and telephone numbers.

13. Identify and provide a resume for each actuary that will be assigned to the project and
the estimated number of hours they will work on the project.

14. Provide a resume for each non-actuary professional assigned to this work effort and
the number of hours they are assigned.

15. ldentify any subcontractors to be used.

Other Information:
In this section you may supply any other information about your firm, approach to the work

effort, staff, etc., that you feel appropriate.
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SECTION V - Fees/Hours

We are requesting that you price this project individually for each effort and in total. Specificaily,
we are asking that you provide individually a fixed fee not to exceed price for the NDPERS
experience study and for the Retiree Health Valuation. Again, this is to determine if there is any
cost efficiency to awarding the entire project to a single consultant. All efforts will be billed by
hours expended but cannot exceed the total fixed fee. Please note that for pricing proposed in the

valuation, the not to exceed price will be used.

THE COST PROPOSAL SHALL BE UNDER SEPARATE COVER AND NOT PART OF THE
RESPONSES TO THE OTHER INFORMATION REQUESTS. '

We are also requesting the projected number of professional hours (actuarial or consuitant) your
firm estimates will be required to complete the identified work efforts.

Concerning expenses for travel, lodging, meals and other travel related out-of-pocket expenses,
-they will be reimbursed on an incurred basis if the Executive Director of PERS has given prior

approval for PERS related efforts. -
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- COST PROPOSAL

Estimated Total Hours Total Fixed Fee
Experience Study Fixed Fee* $
Retiree Health Valuation (OPEB) Fixed Fee $
TOTAL FIXED FEE $

* For the PERS Plans, Highway Patrol Plan and Retiree Heath Credit Program

DETAILS FOR SERVICE:
Please list the type of consuitants that would be used on the fee for service work, rate per hour

and estimated hours on the project:

Experience Study

Type of Consultant Rate
(Name and a resume needs to be provided for this

individual in that section)

# of Hours

Retiree Health Valuation

Type of Consultant Rate
{(Name and a resume needs to be provided for this -

individual in that section)

# of Hours
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SECTION VI - Submission and Acceptance of Proposals

Proposals should be prepared in a straightforward manner to satisfy the requirements of
this RFP. Emphasis shouid be on completeness and clarity of content. Costs for
developing proposals are entirely the responsibiiity of the proposer and shall not be
chargeable to PERS. :

Offer, must be signed by a partner or principal of the firm and included with your proposal.

Address or deliver the proposal to:  Mr. Sparb Collins, Executive Director
North Dakota Public Employees Retirement Systemn

400 E. Broadway, Suite 505
Bismarck, ND 58501
(701) 328-3900

Twenty-five (25) copies of the technical and price proposals must be received at the above
listed location by 5:00 p.m. Central Standard Time on June 5, 2009. The package the
proposal is delivered in must be plainly marked "PROPOSAL TO PROVIDE
CONSULTING AND ACTUARIAL SERVICES". A proposal shall be considered late and
will be rejected if received at any time after the exact time specified for return of proposals.

The policy of the PERS Board is to solicit proposals with a bona fide intention to award a
contract. This policy will not affect the right of the PERS Board to reject any, or all,

proposals.

The PERS Board may request representatives of your organiZation to appear for
interviewing purposes. Travel expenses and costs related to the interview will be the

responsibility of the bidder.

The PERS Board will award the contract for services no later than July 16, 2009 and no
earlier than June 18, 2009.

In evaluating the proposals, price will not be the sole factor. The Board may consider any
factors it deems necessary and proper, including but not limited to, price; quality of
service; response to this request; experience; staffing; and general reputation.

The failure to meet all procurement policy requirements shall not automaticaliy invalidate a
proposal or procurement. The final decision rests with the Board.

Questions concerning the RFP shall be directed, in writing or by e-mail to Mr. Collins at
scollins@nd.gov by May 21, 2009. Responses will be posted on the PERS website no
later than 5:00 p.m. Central Standard Time on May 27, 2009 under “Request for
Proposals” at http://www.nd.govindpers/providers-consultants/consultants/rfp-index.html

If you would like a copy e-mailed to you, please notify Cheryl Stockert at cstocker@nd.qgov

NDPERS reserves the right to accept: (1) both the experience study and retiree health
valuation work efforts or (2) the experience study work effort only or (3) the retlree heaith '

valuation work effort only.
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SECTION Vil - AGREEMENT FOR SERVICES

Contractor’s proposal constitutes a formal offer to provide services to the North Dakota Public
Employees Retirement System (NDPERS). The terms of this Contract, the RFP and the proposal

shall constitute the consulting services agreement ("Agreement”).

Contractor and NDPERS agree to the following:

)

2)

4)

5)

6)

7}

8)

SCOPE OF SERVICES: NDPERS will indicate by an “X” next to the list which services
offered in this proposal they will accept:

| Experience Study

Retiree Health Valuation Study

Contractor agrees to provide the above-accepted service(s) as specified in the RFP and
proposal. The terms and conditions of the RFP and the proposal are hereby incorporated

as part of the Contract.

TERM: The term of this contract shall commence on the date of award and continue
until the completion of the services identified under this Agreement,

'EEES: NDPERS shall only pay pursuant to the terms in the proposal and RFP.

BILLINGS: The Contractor shall receive payment from NDPERS upon the completlon of
the services identified under this Agreement.

- TERMINATION: Either party may terminate this agreement with respect to tasks yet to be

performed with thirty (30) days written notice mailed to the other party.

EMPLOYMENT STATUS: The Contractor acknowledges that any services performed in
connection with the Contractor’s duties and obligations, as created and provided for in this
agreement, are performed in the capacity of an independent contractor. At no time during -
the periorming of services as required by this contract wiil the Contractor be considered an

employee of the State of North Dakota.

SUBCONTRACTS: Subcontractors to the Contractor shall be considered agents of the

. Contractor and agree to provide services as specified in the proposal and RFP.

ACCESS TO RECORDS: PERS agrees that all participation by its members and their
dependents in programs hereunder is confidential. The Contractor shall not disclose any
individual employee or dependent information to the covered agency or its' representatives
without the prior written consent of the employee or family member. The Contractor will

“have exclusive control over the direction and guidance of the persons rendering services

under this agreement. The Contractor agrees to keep confidential all PERS information
obtained in the course of delivering services.
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9)

10)

11)

12)

13)

OWNERSHIP OF WORK PRODUCT: All work products of the Contractor, including but
not limited to, data, documents, drawings, estimates and actuarial calculations which are
provided to NDPERS under this agreement are the exclusive property of NDPERS.

APPLICABLE LAW AND VENUE: This agreement shall be governed by and construed in
accordance with the laws of the State of North Dakota. Any action to enforce this contract
must be brought in the District Court of Burleigh County, North Dakota.

MERGER AND MODIFICATION: This contract, the RFP and the proposal shall constitute
the entire agreement between the parties. In the event of any inconsistency or conflict
among the documents making up this agreement, the documents must control in this
order of precedence: First — the terms of this Contract, as may be amended and Second
- the state’s Request for Proposal and Third — Contractor's Proposal. No waiver,
consent, modification or change of terms of this agreement shall bind either party unless in
writing and signed by both parties. Such waiver, consent, modification or change, if made,
shall be effective only in the specific instances and for the specific purpose given. There
are no understandings, agreements, or representations, oral or written, not specified

herein regarding this agreement.

INDEMNITY: Contractor agrees to defend, indemnify, and hold harmless the state of
North Dakota, its agencies, officers and employees (State), from and against claims
based on the vicarious liability of the State or its agents, but not against claims based on
the State’s contributory negligence, comparative and/or contributory negligence or fault,
sole negligence, or intentional misconduct. This obligation to defend, indemnify, and
hold harmless does not extend to professional liability claims arising from professionai
errors and omissions. The legal defense provided by Contractor to the State under this
provision must be free of any conflicts of interest, even if retention of separate legal
counsel for the State is necessary. Contractor also agrees to defend, indemnify, and
hold the State harmiess for all costs, expenses and attorneys' fees incurred if the State
prevails in an action against Contractor in establishing and litigating the indemnification
coverage provided herein. This obligation shall continue after the termination of this

agreement.

INSURANCE: Contractor shall secure and keep in force during the term of this
agreement, from insurance companies, government self-insurance pools or government
self-retention funds, authorized to do business in North Dakota, the foliowing insurance
coverages: '

1} Commercial general liability, including premises or operations, contractual, and
products or completed operations coverages (if applicable), with minimum fiability
limits of $250,000 per person and $1,000,000 per occurrence.

2) Professional errors and omissions, including a three year “tail coverage
endorsement,” with minimum liability limits of $1,000,000 per occurrence and in the
aggregate.

3) Automobile liability, including Owned (if any), Hired, and Non-Owned automobiles,
with minimum liability limits of $250,000 per person and $500,000 per occurrence.

4) Workers compensation coverage meeting all statutory requirements.
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The insurance coverages listed above must meet the following additional requirements:

1) Any deductible or self-insured retention amount or other similar obligation under the
policies shall be the sole responsibility of the Contractor.

2) This insurance may be in policy or policies of insurance, primary and excess,
including the so-called umbrella or catastrophe form and must be placed with insurers
rated “A-" or better by A.M. Best Company, Inc., provided any excess policy follows
form for coverage. Less than an “A-" rating must be approved by the State. The
policies shall be in form and terms approved by the State.

3) The insurance required in this agreement, through a policy or endorsement, shall
include a provision that the policy and endorsements may not be canceled or
modified without thirty (30} days’ prior written notice to the undersigned State
representative.

4) The Contractor shall furnish a certificate of insurance to the undersigned State
representative prior to commencement of this agreement.

) Failure to provide insurance as required in this agreement is a material breach of
contract entitiing State to terminate this agreement immediately.

SEVERABILITY: If any term in this contract is declared by a court having jurisdiction to be

14}
ifegal or unenforceable, the validity of the remaining terms must not be affected, and, if
possible, the rights and obligations of the parties are to be construed and enforced as if
the contract did not contain that term.
IN WITNESS WHEREOF, Contracter and NDPERS have executed this- Agreement as of
the date first written above.
NORTH DAKOTA PUBLIC

EMPLOYEES RETIREMENT SYSTEM - CONTRACTOR
By: By:
WITNESS: WITNESS:
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SECTION VIIi - Review Procedures

Proposais will be evaluated in a three step approach. The first step will be done by a review team
composed of PERS staff and will be an initial screening of each proposal to determine if it is
sufficiently responsive to the RFP to permit a valid comparison and meets the minimum
qualifications of having completed past projects similar to the efforts requested herein. The
qualifying factor will be on a Yes/No basis. The proposal will be dropped from consideration if a

majority of viewers respond "No".

The proposals that pass the initial screening will then be reviewed by the same review team.
Each individual will review the proposal for all areas but price. Every proposal will be awarded
points for specified areas by the reviewers. Points for price are-awarded automatically. Following

is the weighting factor for each area:

GENERAL Points
Did Consultant follow required format? - 10 Points
Is a signed "Agreement for Services" included? 10 Points
RETIREMENT

Technical Understanding . 30 Points
Product Delivery ' 10 Points
Qualification & Staffing | 30 Points
Price 30 points
RETIREE VALUATION

Technical Understanding 30 Points
Qualifications and Product Deiivery 30 Points
Price 40 Paints

The second step will be a review and rating of each proposals technical, product delivery,
qualifications and staffing by PERS staff. The purpose of this review is to assess the consultant's
understanding of the work requirements, capabilities and resources It is important that your
proposal relates your understanding in order to be fully rated. Statements that you will comply
with the RFP are not sufficient, nor is repeating the RFP requirements. This third step of the
review will be allocation of points for price. In addition to the above points special consideration
will be given to total pricing that is if there is an advantage to awarding both efforts to the same
firm.. The findings will be reported to the PERS Board.

The Board retains the option to make the final selection based upon the totality of the information
with staff's review being only one consideration.
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AG E S -FRiﬁA\}; MAY 15, 2009, 8:.30_}AM

- NORTH DAKOTA
STATE INVESTMENT

BANK OF NORTH DAKO'I':A"CONFERENCE ROOM 301

I

IIT.

IV.

VI.

VIL

VIII. ADJOURNMENT.

A. Investments

Any individual requiring an auxiliary aid or service must contact the Executive Director of the Retirement and Investment Office

CALLTO ORDER.

APPROVAL OF AGENDA.

APPROVAL OF MINUTES (APRIL 24, 2009).
BOARD EDUCATION.

A. Corsair Financial Sector Investment Review - Corsair

Mr. Nicholas Paumgarten, Mr. Michael Poe, Mr. Dennis Bottorff
B. TALF Fund Investment Opportunity - AllianceBernstein

M. Jeff Phlegar, Ms. Liz Smith, Mr. James Thyne
C. Rebalancing Overlay Review - The Clifton Group

Mr. Ben Lazarus

GOVERNANCE.

1. Work on TALF Proposal - Pension Trust - Mr. Cochrane, Mr. Erlendson

B. Administration
1. FY 2010 Meeting Dates - Mr. Cochrane (enclosed - questions only)
2. Westridge / WG Trading Update - Mr. Cochrane, Mr. Webb (questions only)

3. Report by Compensation Committee - Committee, SIB
MONITORING.
A Manager Review Status Report - Mr. Cochrane (no enclosure).
B. Quarterly Investment Report/Pension Trust - Mr. Erlendson (enclosed - questions only).
C. Quarterly Investment Report/Insurance Trust - Mr. Erlendson (enclosed - questions only).
OTHER.

SIB Audit Committee - May 15, 2009, 1:00 p.m. - Bank of North Dakota - Conf Rm 301
SIB meeting - June 26, 2009, 8:30 a.m. - Bank of North Dakota

(701) 328-9885 at least three (3) days prior to the scheduled meeting.
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