MINUTES

North Dakota Public Employees Retirement System
Bank of North Dakota, Bismarck
BCBS, 4510 13" Ave SW, Fargo
Thursday, April 19, 2012
8:30 A.M.

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

Via Videoconference: Chairman Jon Strinden

Others Present: Mr. Sparb Collins, NDPERS
Ms. Cheryl Stockert, NDPERS
Ms. Deb Knudsen, NDPERS
Mr. Bryan Reinhardt, NDPERS
Ms. Jan Murtha, Attorney General’'s Office
Mr. Kevin Schoenborn, BCBSND
Mr. Gene Schmidt, SIA
Ms. Pamela Schmidt, SIA
Ms. Michelle Walker, ND Department of Health
Mr. Casey Martin, Prime Therapeutics/BCBS
Mr. Bill Karolski, Prime Therapeutics/BCBS
Mr. Bill Kalanek, AFPE

Via Videoconference: Ms. Onalee Sellheim, BCBSND
Mr. Jim Wynstra, BCBSND
Ms. Jodi Crouse, BCBSND
Mr. Michael Potts, BCBSND
Mr. Brent Solseng, BCBSND
Ms. Peg Dickelman, NISI

Chairman Strinden called the meeting to order at 8:35 a.m.

MINUTES

Chairman Strinden called for any questions or comments regarding the minutes of the
March 22, 2012 Board meeting.
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MR. TRENBEATH MOVED APPROVAL OF THE MARCH 22, 2012 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MS. EHRHARDT. THE MINUTES
WERE APPROVED.

LONG TERM CARE INSURANCE PRESENTATION

Mr. Collins reported that the long term care insurance bid will be done this year. PERS
received notification from UNUM they will be ending new group long term care insurance
contracts. He introduced Mr. Gene Schmidt and Ms. Pamela Schmidt of Schmidt
Insurance Agency Companies. Since 1979, they have built companies devoted solely to
long term care insurance.

The Schmidt's presented an overview and history of long term care insurance since 1977.
Because nursing home care was ever evolving, the insurance industry had to keep up so
benefits were expanded, prices went up, and most people wanted to buy lifetime
coverage. Policies continue to be adapted by the industry since the need has never been
greater. Ms. Schmidt provided further information relating to the cost of care, the personal
impact of long term care expenses, Medicaid budgets, health qualification issues, the
partnership program and the impact on business. In addition, she reviewed information
with the Board relating to considerations in developing a request for proposal for a group
long term care insurance product.

DEFERRED COMPENSATION

457 Companion Plan and 401(a) Plan Share Class Change

Mr. Reinhardt reviewed a proposal from TIAA-CREF relating to the Vanguard Total
International Stock Index Fund. Vanguard is allowing NDPERS to move the share class
for this fund which will result in a lower fund fee of 20 basis points versus 26 basis points.
This fund is in both the 401(a) defined contribution plan and the deferred compensation
457 Companion Plan. The Board discussed this change.

MR. ERDMANN MOVED TO APPROVE THE CHANGE TO THE VANGUARD INDEX
FUND. THE MOTION WAS SECONDED BY MR. SAGE.

Ayes: Ms. Ehrhardt, Mr. Erdmann, Mr. Sage, Mr. Sandal, Ms. Smith, and Chairman
Strinden

Nays: None

Absent: Mr. Trenbeath

MOTION PASSED

Hartford

Mr. Collins reviewed with the Board information from industry publications regarding
Hartford’s intent to sell their retirement business within the next twelve months, although
PERS has not received any official notice on this action. Hartford is the second largest
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provider in the PERS 457 Companion Plan. Mr. Collins recommended that we send a
letter to Hartford requesting a response before the next meeting regarding Hartford's plan
to sell its retirement plan business. In addition, Mr. Collins suggested having legal counsel
review the current contract with Hartford. Finally, he suggested that PERS have Segal
Advisors assist with professional advice since they are familiar with the NDPERS deferred
compensation program as a result of their recent work on developing the request for
proposal for the Companion Plan. The Board discussed this issue.

MR. SANDAL MOVED APPROVAL FOR PERS TO SEND A LETTER TO HARTFORD,
HAVE LEGAL COUNSEL REVIEW THE HARTFORD CONTRACT, AND HAVE SEGAL
ASSIST WITH PROFESSIONAL ADVICE . THE MOTION WAS SECONDED BY MS.
EHRHARDT.

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

MOTION PASSED

RETIREMENT

Segal Contract

Mr. Collins indicated to the Board that at the February meeting it was decided to renew
the PERS contract for actuarial/technical assistance for the retirement plan with Segal for
two years. After legal counsel review, it was determined that a new contract should be
executed not just a contract extension.

MS. EHRHARDT MOVED APPROVAL OF THE SEGAL CONTRACT FOR TWO
YEARS BEGINNING JULY 1, 2012, WITH PRIOR APPROVAL BY THE BOARD FOR
THE SECOND YEAR STARTING JULY 1, 2013. THE MOTION WAS SECONDED BY
MS. SMITH.

Ayes: Ms. Sage, Ms. Smith, Ms. Ehrhardt, Mr. Sandal, Mr. Erdmann, Mr. Trenbeath, and
Chairman Strinden

Nays: None

MOTION PASSED

GROUP INSURANCE

Rx Program Update
Mr. Collins introduced BCBS and Prime Therapeutics. He mentioned that they will be
reviewing the RX program with the Board and offering certain recommendations .
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Mr. Martin and Mr. Karolski, Prime Therapeutics, reviewed the pharmacy performance,
recommended approaches and opportunities with the Board. Pharmacy program savings
were in excess of $2.7 million. Information reviewed included: results from the 2011
pharmacy network enhancement; generic usage, pricing and savings in 2011; specialty
drug management, the Prime Specialty Pharmacy program, benefit design
recommendations; utilization management savings opportunities and PrimeMall
recommendations for PERS. Mr. Martin and Mr. Karolski presented options for plan
design changes. They recommended simplifying the current plan design by proposing a
flat generic copay of $10 instead of the $5 plus 15%. Other recommendations included
increasing the copay for the brand formulary and brand non-formulary by $5. These
recommended changes could result in potential savings and would not affect the
grandfathered status of the plan. The Board had questions relating to the information and
had concerns regarding the recommendations and what the effect would be on the use of
generics. Prime Therapeutics will conduct a claims analysis and share this information
with the Board. Mr. Collins added that this will be referred to the PERS Benefits
Subcommittee to review.

Trend Report

Mr. Wynstra reviewed with the Board trend data for claims paid through March 31, 2012.
He reviewed trend analysis on the twelve-month moving average which compared PERS
actives to the BCBS plan as well as an analysis of the trend with and without claims
above $50,000. The Board discussed these reports with BCBS staff.

BCBS Annual Claims Review

Mr. Reinhardt reviewed the results of the 2011 BCBS claims review with the Board. This
review is done yearly where 100 claims are reviewed. There were three findings which
will be addressed by BCBS. The Board had questions relating to this review.

Special Dependent Enrollment

Mr. Collins provided the Board an update. The special dependent enroliment in the health
plan will be conducted from May 21 through June 22 with an effective date of July 1, 2012
for eligible dependents.

Tobacco Cessation Program Data

Ms. Walker, Tobacco Program Director with the ND Department of Health, presented
information regarding the statewide program including: how smoking affects medical
costs, success rates, health improvement when smoking ceases, and cost/benefit
analysis. Staff asked about new approaches to tobacco cessation and Ms. Walker
indicated QuitNet, an online program, was added. The Board had questions relating to
this program.
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MISCELLANEQOUS

Legislation
Mr. Collins included information regarding the four bills that were submitted to the

Legislative Council as approved at the March meeting. The Legislative Employee
Benefits Committee will be meeting in the near future (possibly in May) and Mr. Collins
indicated he was not aware of any other bills relating to benefits that had been submitted.

Quarterly Consultant Fees
The report showing consulting, investment and administrative fees paid through
March 31, 2012 was shared with the Board.

Other
Mr. Collins shared a memo from Deloitte which included time frames for the health
insurance plan request for proposal.

Chairman Strinden called for any other business or comments. Hearing none, the
meeting adjourned at 11:00 a.m.

Prepared by,

Cheryl Stockert
Secretary to the Board
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