MINUTES

North Dakota Public Employees Retirement System
WSI Conference Room, Bismarck and Fargo
Wednesday, April 24, 2013
8:30 A.M.

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

Members Absent: Ms. Joan Ehrhardt
Chairman Jon Strinden

Others Present: Mr. Sparb Collins, NDPERS
Ms. Cheryl Stockert, NDPERS
Ms. Sharon Schiermeister, NDPERS
Ms. Deb Knudsen, NDPERS
Mr. Bryan Reinhardt, NDPERS
Ms. Rebecca Fricke, NDPERS
Ms. Jan Murtha, Attorney General's Office
Mr. Mike Schwab, ND Pharmacy Services Corporation
Mr. Alan Person

Via Videoconference: Mr. Kevin Schoenborn, BCBSND
Ms. Wendy Brown, ND Pharmacy Services Corporation

Mr. Sage, Acting Chairman, called the meeting to order at 8:30 a.m.
MINUTES

Acting Chairman Sage called for any questions or comments regarding the minutes of the
March 28, 2013 Board meeting.

MR. TRENBEATH MOVED APPROVAL OF THE MARCH 28, 2013 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MR. SANDAL. THE MINUTES WERE
APPROVED.

Acting Chairman Sage called for any questions or comments regarding the minutes of the
April 3, 2013 special Board meeting. Ms. Smith asked that a sentence be amended for
clarification by adding the word “possibly”.
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MS. SMITH MOVED APPROVAL OF THE APRIL 3, 2013 NDPERS BOARD MINUTES
AS AMENDED. THE MOTION WAS SECONDED BY MR. TRENBEATH. THE
MINUTES WERE APPROVED.

RETIREMENT

Legislation Update

Mr. Collins reviewed with the Board the status of retirement legislation as of this morning.
He reviewed the implications of House Bill 1452 and what the projected funding ratios
would be with the partial recovery plan and new hires electing to participate in the defined
contribution plan instead of the defined benefit plan. The new agency appropriations bills
being passed out of committee include a 1% employer and a 1% employee contribution in
January 2014. The Board discussed the recovery plan.

Review of Segal Contract

Mr. Collins indicated that previously the Board took action to approve extending the
contract with Segal for two years beginning July 1, 2012 based upon the rates in the
proposal letter. However, the Board did indicate at that time that it wanted to re-evaluate
the proposed rates after this first year which would be in the spring of 2013. Mr. Collins
indicated that upon review of the fees, the blended rate of $350 per hour differs from the
TFFR rate of $280 per hour which was recently offered to them by Segal. The Board
discussed this and concurred that Mr. Collins discuss the blended rate with Segal as to
why the difference and report back at the next Board meeting.

GROUP INSURANCE

Leqgislation Update

Mr. Collins reported that all group insurance related bills have been acted upon by the
Legislature and Governor. The only remaining issue relates to funding for the newly
eligible employees who will receive employer premium support because of the Affordable
Care Act. It was noted that funding for this additional premium had been added back into
the OMB bill.

Health Insurance Rates

Billed Rates

Mr. Collins reported there is a need for Board direction on the 2013-2015 biennium rates.
The rates have been approved by the Governor and Legislature at $981.68, with the
BCBS bid at $1001.72. The difference will be made up from reserves. Since the state rate
is up 10.72%, this sets the standard for the rates for other categories. Staff
recommendation is to approve a 10.72% increase for all groups on the plan in Rate
Structure A (those on the plan prior to July 1, 2013). Those groups joining the plan after
this date would pay the full rate (Rate Structure B). Relating to the Medicare retirees, it is
suggested that health premiums for all members on this plan before July 1, 2013 be
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reduced by 2% and for those members joining on July 1, 2013 and after, they would not
be able to participate in the buy down and would be Rate Structure B . There was Board
discussion on the billed rates.

MS. SMITH MOVED APPROVAL OF THE STAFF RECOMMENDATION. THE MOTION
WAS SECONDED BY MR. SANDAL.

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

MOTION PASSED

Subsidy Methodology

Mr. Collins indicated that approximately $3 million in reserves comes from participation in
the Affordable Care Act Early Retiree Reinsurance Program (ERRP). Back in 2010 the
Board decided to use the buy down to offset the increases for everyone on the plan.
These funds must be expended by December 2014. Staff suggested using the ERRP
money first in buying down the premiums.

MR. SANDAL MOVED TO USE THE $3 MILLION IN RESERVES FROM THE ERRP IN
THE FIRST MONTHS FOR THE BUYDOWN SO THEY WILL BE EXPENDED BEFORE
DECEMBER 31, 2014 TO BUY DOWN HEALTH PREMIUMS. THE MOTION WAS
SECONDED BY MR. TRENBEATH.

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

MOTION PASSED

High Deductible Health Plan (HDHP)

Mr. Collins indicated that the newly enacted legislation allows PERS to offer the high
deductible health plan to political subdivisions and staff is recommending that this be
done in the same manner as the EPO was offered to political subdivisions. In addition, it
was suggested that existing political subdivisions be offered the opportunity to transition
to the HDHP each calendar year starting January 1, 2014. Mr. Collins indicated the
Board should set the administrative process for offering the HDHP by August. The Board
discussed this and concurred that further information be reviewed at a future meeting
before a final decision is made.

Heart of America HMO

Mr. Collins reported that Heart of America is seeking approval to continue to offer its
health plan to state and participating political subdivision employees in the Rugby service
area for the period July 1, 2013 through June 30, 2014. Also, Heart of America
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announced its intention to affiliate with Sanford Health Plan by becoming a subsidiary. An
application has been filed with the State Insurance Department and a public hearing is
scheduled for April 25, 2013.

MR. TRENBEATH MOVED APPROVAL OF HEART OF AMERICA HEALTH PLAN
FOR THE PERIOD JULY 1, 2013 THROUGH JUNE 30, 2014. THE MOTION WAS
SECONDED BY MR. ERDMANN.

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

MOTION PASSED

About the Patient Diabetes Program

Mr. Collins indicated that when this diabetes program was first rolled out, it was offered to
all newly eligible employees. Since then it has been offered to all new employees. Itis
being recommended that PERS should consider soliciting all existing eligible employees
who originally did not elect to participate, which would be an expanded service level from
our current service level.

Ms. Brown, Pharmacy Services Corporation, presented the annual report of the About the
Patient diabetes management program. She provided an executive summary; program
analysis; demographics; current service levels (marketing, provider visits and patient
incentives); proposed level of services including marketing proposal; and strategic goals.
Ms. Brown indicated their goal is to increase the participation rate. The Board had
guestions relating to the expanded service level model.

MR. SANDAL MOVED APPROVAL TO RENEW THE ABOUT THE PATIENT
DIABETES PROGRAM AT THE EXPANDED SERVICE LEVEL FOR THE 2013-2015
BIENNIUM. THE MOTION WAS SECONDED BY MS. SMITH.

The Board discussed the motion.

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

Nays: None

Absent: Ms. Ehrhardt and Chairman Strinden

MOTION PASSED
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MISCELLANEQOUS

Budget Update

Ms. Schiermeister indicated that the Board provided approval to seek a continuing
appropriation for outsourcing the flex comp claims processing and this was included in the
PERS administrative bill. This bill was passed by the Legislature and signed by the
Governor. It was also noted that when this program was put in place at the beginning of
the year, vendor payments were to be paid from January through June 2013 (remainder
of the biennium) out of the existing PERS budget and it was estimated at the time there
could be a need to transfer up to $75,000 in appropriation authority from the contingency
line item to the operating line item. The Board concurred with that plan. Ms. Schiermeister
reported that, based on actual expenditures through March 31, 2013, it is projected that
PERS will need to transfer between $25,000 to $50,000 from the contingency line item. A
final transfer amount will be provided to the Board at the May meeting.

Quarterly Consultant Report
The quarterly consultant report for fees paid for the quarter ending March 31, 2013 was
provided for information.

RIO Update — Investment Officer/CEO Search

Mr. Sandal reported several responses have been received to the RFP for a search
consultant firm. Upon review of those responses, there were certain issues that arose that
required the RFP to be reissued. As of yesterday, there were four firms who met the
requirements. Treasurer Schmidt, Mr. Gaebe and Mr. Sandal will be meeting to review
the proposals and either select a vendor or identify vendors for further review.

Acting Chairman Sage called for any other business or comments. Hearing none, the
meeting adjourned at 10:00 a.m.

Prepared by,

Cheryl Stockert
Assistant to the Board
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