MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13" Ave SW, Fargo
Thursday, August 23, 2012
8:30 A.M.

Members Present: Ms. Joan Ehrhardt
Mr. Levi Erdmann
Mr. Howard Sage
Mr. Mike Sandal

Ms. Arvy Smith
Via Videoconference: Chairman Jon Strinden
Member Absent: Mr. Thomas Trenbeath
Others Present: Mr. Sparb Collins, NDPERS

Ms. Cheryl Stockert, NDPERS

Ms. Kathy Allen, NDPERS

Ms. Rebecca Fricke, NDPERS

Mr. Bryan Reinhardt, NDPERS

Mr. Srinivas Goluguri, NDPERS

Ms. Jan Murtha, Attorney General’'s Office
Mr. Gary Petersen, The Segal Company
Mr. Kevin Schoenborn, BCBSND

Mr. Christopher N. Earl, Delta Dental

Mr. David G. Anderson, Delta Dental

Ms. Barbara Crawford, United Concordia
Ms. Stephanie Anthony, United Concordia
Mr. Jeb Schwab, United Concordia

Via Videoconference: Ms. Jodi Crouse, BCBSND
Ms. Onalee Sellheim, BCBSND
Mr. Jim Wynstra, BCBSND
Ms. Tara Roberts, BCBSND
Chairman Strinden called the meeting to order at 8:30 a.m.

MINUTES

Chairman Strinden called for any questions or comments regarding the minutes of the
July 19, 2012 Board meeting.
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MR. ERDMANN MOVED APPROVAL OF THE JULY 19, 2012 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MR. SANDAL. THE MINUTES WERE
APPROVED.

DENTAL PLAN PRESENTATIONS

Mr. Collins reported that two of the finalists will appear before the Board to present
information on their plans. Mr. Petersen with Segal reviewed with the Board information
relating to the dental plan proposals. He reported that there was an opportunity to ask
guestions of all vendors to resolve any administrative issues. There are no unresolved
issues with the vendors at this time. Mr. Collins indicated that participation in the dental
plan has been growing. The Board had questions relating to the dental plan and the
vendors.

Mr. Earl and Mr. Anderson from Delta Dental and Ms. Crawford, Ms. Anthony, and Mr.
Schwab from United Concordia presented information relating to their plans and
answered questions of staff and the Board. Chairman Strinden thanked both companies
for presenting to the Board.

MR. SAGE MOVED TO AWARD THE BID TO DELTA DENTAL OF MINNESOTA. THE
MOTION WAS SECONDED BY MS. EHRHARDT.

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

Nays: None

Absent: Mr. Trenbeath

MOTION PASSED

GROUP INSURANCE

Prescription Drug Plan Rates

Mr. Collins reviewed the proposed rates for 2013 for the Medicare prescription drug plan
and noted that the rates will be going down 23.6%. Staff requested approval of these
rates which become effective January 1, 2013.

MR. SANDAL MOVED APPROVAL OF THE MEDICARE PRESCRIPTION DRUG
RATES. THE MOTION WAS SECONDED BY MR. ERDMANN.

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

Nays: None

Absent: Mr. Trenbeath

MOTION PASSED
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Quarterly Executive Summary

Ms. Crouse, BCBSND, reported to the Board that staff from BCBS will be reviewing the
Quarterly Executive Summary for the second quarter of 2012. Mr. Wynstra reviewed the
financial/trend analysis with the Board. The twelve month moving average trend is
decreasing. and he indicated this will probably continue. He reviewed the incurred claims
for actives and Medicare retirees paid through June 30, 2012.

Ms. Crouse reviewed the following with the Board: membership and health utilization;
claims paid per member per month; claim type paid per member per month; high dollar
cases; and prescription drug analysis. She reported there was a new section to the
summary which related to health management, specifically, AccordantCare participation,
MediQHome key measures, and MediQHome outcome measures.

Ms. Crouse continued with the review of the performance standards and guarantees
which analyzed the measures to be achieved to date. Measures include cost
management, health outcome, operational performance, and provider network
management.

Ms. Roberts presented an overview of the wellness programs including: HealthyBlue,
Health Club Credit, member engagement and education program participation. Also
presented was information relating to completed and ongoing activities, cost savings
opportunities as well as future considerations. She indicated the NDPERS members are
a very engaged group. The Board had questions relating to this report.

Annual Health Care Report

Mr. Reinhardt reviewed the 2011 NDPERS active health care report with the Board.
Specific data he reviewed included hospital utilizations, physician/clinic utilization,
prescription drug utilization, claim type, total membership, and active contracts. He
reported that costs and trends are increasing. He indicated he provides an agency-
specific report for the 42 larger agencies (over 100 employees) to the agency director and
wellness coordinator.

RETIREMENT

Law Enforcement Plan

Mr. Collins reviewed information relating to the separating the law enforcement plan with
past service into two plans (one for political subdivision members and one for BCI). The
Board took action last year to do this separation with this year’s actuarial report. Segal
provided an analysis to look at how to transfer these assets. Mr. Collins noted that
another option would be to defer this separation until next year when we know the
outcome of the proposed legislation.
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MR. ERDMANN MOVED TO REVIEW THIS NEXT YEAR AND DEFER SEPARATING
THE LAW ENFORCEMENT PLAN INTO TWO PLANS. THE MOTION WAS
SECONDED BY MS. EHRHARDT.

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

Nays: None

Absent: Mr. Trenbeath

MOTION PASSED

National Guard Retirement Plan

Mr. Collins reported that recently staff met with representatives of the National Guard to
review with them the status of their retirement plan. The funded status of the plan has
been good at 90%. This plan was not proposed to have an employer/employee
contribution increase during the last legislative session and it is not in current legislation to
do an increase. In discussing this with the National Guard, the consensus was that we
should pursue a similar increase for this plan as we are for the law enforcement plans.
This would mean we would need to amend our proposed bill draft to provide for a .5%
employee contribution increase for 2014 and 2015. The Board has the authority to
increase the employer contribution by a matching amount.

MS. EHRHARDT MOVED TO INCLUDE IN PERS LEGISLATION A .5% INCREASE IN
EMPLOYEE CONTRIBUTION FOR 2014 AND 2015 FOR THE NATIONAL GUARD
RETIREMENT PLAN. THE MOTION WAS SECONDED BY MR. SAGE.

The Board discussed the motion.

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

Nays: None

Absent: Mr. Trenbeath

MOTION PASSED

DEFERRED COMPENSATION/DEFINED CONTRIBUTION

TIAA-CREF Update

Mr. Collins provided an update to the Board relating to implementation of the
administrative fees and the revenue sharing on member accounts. This has been a
lengthy process and should be implemented this fall according to the most recent
information from TIAA-CREF.
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Secondly, Mr. Collins provided an update on the transfer of funds from Fidelity which
occurred in June. He noted that TIAA-CREF sent out a letter explaining this transfer to all
affected participants.

Hartford Update

Mr. Collins shared the letter to Hartford from legal counsel with the Board. He reported
staff heard there may be an announcement on the sale in the next seven to ten days.
Depending on this notice, the Board may need to convene a special meeting.

457 Provider Training

Mr. Collins reported that nineteen sessions have been set up for the existing 457 provider
representatives. After meetings have concluded, staff will gather any feedback and
provide it to the Board at the October meeting.

Investment Subcommittee Report
Mr. Collins reported that the subcommittee met and recommended Nuveen Tradewinds
Value fund (NVORX) be terminated. Discussion followed.

MS. EHRHARDT MOVED TO TERMINATE THE NUVEEN TRADEWINDS VALUE
FUND. THE MOTION WAS SECONDED BY MR. SAGE.

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

Nays: None

Absent: Mr. Trenbeath

MOTION PASSED

Mr. Collins reported that the subcommittee has narrowed the replacement of this fund to
DFA Enhanced US Large Company Fund and the Vanguard Dividend Growth Investment
Fund (VIFSX). Segal reviewed these two funds and is suggesting that we consider the
Vanguard Dividend Growth Investment Fund.

MR. SANDAL MOVED APPROVAL OF THE VANGUARD DIVIDEND GROWTH
INVESTMENT FUND. THE MOTION WAS SECONDED BY MR. ERMANN.

The Board had questions relating to how the Nuveen funds will be mapped over to the
new funds.

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

Nays: None

Absent: Mr. Trenbeath

MOTION PASSED
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MISCELLANEOUS

PERSLink Member Self Service Update

Mr. Collins provided an update on the implementation of the PERSLink Member Self
Services. The redesign and testing of MSS will be completed this month. It will be rolled
out to a pilot group of 9 employers representing 5,200 active members. New and existing
employees will those employers will be required to use MSS to complete their benefit
enrollments and will make their benefit elections during annual enroliment. If the pilot is
successful, we plan to roll out MSS to the remainder of the employers by the end of the
year. The Board commented that some of their staff was attending the training and it has
been very well received, so congratulations to PERS staff for a job well done.

Quarterly Consultant Fees
The report for the quarter ending June 30, 2012 was shared with the Board.

FLEXCOMP

FlexComp RFP

Mr. Collins reviewed the previous Board discussion and action regarding outsourcing the
flexcomp claims processing. Two issues need to be resolved before moving forward — the
funding plan and the appropriation authority. Currently, the flexcomp program is funded
out of its revenues which come from the FICA tax savings and the turn back of flex funds.
Currently, there is income of approximately $675,000 per year. Out of this, $352,000 is
used for direct and indirect expenses. Relating to the deferred compensation program,
there is no funding source. In the past, the Board elected to have the deferred
compensation program expenses primarily funded from flexcomp program income.

The Board discussed this and concurred to move forward with outsourcing the flexcomp
claims processing function and understood that at a later meeting, PERS may need to
reallocate its overhead expenses.

Mr. Collins continued to explain that we will need to address the budget appropriation. We
will need the authority to spend these funds. For the period of January through the end of
the biennium, we would hire an outside vendor. There would have to be authority to
expend money in the 2013-2015 biennium going forward.

The Board discussed this and concurred to move forward with appropriation authority and
to move dollars out of contingency into the operating for the remainder of the biennium
(ending June 30, 2013).

Mr. Collins reported that eleven proposals were received in response to the request for
proposal to provide flexcomp claims processing services. Staff reviewed the proposals
and rated the vendors and suggested interviewing four vendors. Interviews would be
conducted at a Board meeting in September and would allow twenty minutes for each
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presentation followed by ten minutes for questions. The Board discussed and decided to
invite Discovery Benefits, ADP, Wage Works and P&A Group in for interviews.

MR. ERDMANN MOVED TO INTERVIEW FOUR FIRMS — DISCOVERY BENEFITS,
ADP, WAGEWORKS and P&A GROUP. THE MOTION WAS SECONDED BY MS.
SMITH.

The Board further discussed this motion.

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

Nays: Ms. Ehrhardt

Absent: Mr. Sage and Mr. Trenbeath

MOTION PASSED

FlexComp Appeals

FlexComp Appeal Case ID 85

Ms. Allen presented detailed information to the Board regarding a flex comp appeal
where the participant is appealing the denial of payment from the 2011 medical spending
account to cover expenses incurred during the 2011 plan year. This claim was not
submitted within the four months following the end of the plan year on December 31,
2011. The member indicated that they had faxed the appropriate documents to the PERS
office within the required time frame; however, staff noted that they did not have a record
of receiving the documents. The Board discussed this flex comp appeal.

MR. SANDAL MOVED TO APPROVE THE APPEAL REQUEST TO ALLOW THE
MEMBER TO USE ALL ELIGIBLE EXPENSES INCURRED IN THE 2011 PLAN YEAR.
THE MOTION WAS SECONDED BY MS. SMITH.

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

MOTION PASSED

FlexComp Appeal Case ID 86

Ms. Allen presented detailed information to the Board regarding a flex comp appeal
where the participant is appealing the denial of payment from the 2011 medical spending
account to cover expenses incurred during the 2011 plan year. This claim was not
submitted within the four months following the end of the plan year on December 31,
2011. The member indicated that they had not filed the appropriate documents in the
required time frame. The Board discussed this flex comp appeal.
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MR. ERDMANN MOVED TO DENY THE APPEAL REQUEST TO ALLOW THE
MEMBER TO USE ALL ELIGIBLE EXPENSES INCURRED IN THE 2011 PLAN YEAR.
THE MOTION WAS SECONDED BY MS. EHRHARDT.

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

Absent: Mr. Sage and Mr. Trenbeath

MOTION PASSED

GROUP INSURANCE

Health Bid
Mr. Collins advised that the Board go into Executive Session pursuant to NDCC 844-04-
19.1(9) and 844-04-19.2 to discuss negotiating strategy relating to the health bid.

EXECUTIVE SESSION

MS. SMITH MOVED THAT THE BOARD GO INTO EXECUTIVE SESSION PURSUANT
TO NDCC 844-04-19.1(9) AND 844-04-19.2 TO DISCUSS NEGOTIATING STRATEGY
RELATING TO THE HEALTH BID. THE MOTION WAS SECONDED BY MR.
ERDMANN.

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

Absent: Mr. Sage and Mr. Trenbeath

MOTION PASSED

All members named above were in attendance for the Executive Session (closed
meeting, electronically recorded) which began at 12:20 p.m.

Chairman Strinden determined that the Board could return to open session. The
Executive Session closed at 12:25 p.m. and the Board returned to open session.

There being no further business, the meeting adjourned at 12:26 p.m.
Prepared by,

Cheryl Stockert
Assistant to the Board
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