MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13" Ave SW, Fargo
Thursday, December 20, 2012
8:30 A.M.

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

Member Absent: Ms. Arvy Smith
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. Jamie Kinsella, NDPERS
Ms. Jan Murtha, Attorney General’'s Office
Mr. John Mongeon, Brady Martz
Ms. Robyn Govin, Brady Martz

Via Videoconference: Mr. Kevin Schoenborn, BCBSND
Ms. Onalee Sellheim, BCBSND
Mr. Michael Potts, BCBSND
Ms. Jodi Crouse, BCBSND
Ms. Stacy Duncan, BCBSND
Mr. Bob Stroup, BCBSND

Acting Chairman Sage called the meeting to order at 8:35 a.m.
MINUTES

Acting Chairman Sage called for any questions or comments regarding the minutes of the
November 29, 2012 Board meeting.

MR. SANDAL MOVED APPROVAL OF THE NOVEMBER 29, 2012 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MR. TRENBEATH. THE MINUTES
WERE APPROVED.
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MISCELLANEQOUS

Audit Report
Mr. Mongeon and Ms. Govin from Brady Martz presented the Audit as of June 30, 2012.

Mr. Mongeon reviewed the audit report examination for the years ended June 30, 2012
and 2011 with the Board. He reported it was a clean audit and referred the Board to the
Management Letter which included five recommendations. The Board had questions of
Mr. Mongeon and staff. Mr. Mongeon extended a thank you to all staff that assisted
during the audit.

MR. SANDAL MOVED TO ACCEPT THE AUDIT REPORT. THE MOTION WAS
SECONDED BY MS. EHRHARDT.

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

MOTION PASSED

Legislation Update

Mr. Collins reported that the four PERS bills were prefiled and assigned bill numbers. The
recovery plan bill and administrative bill will begin in the Senate, and the health related
bills will begin in the House. Mr. Collins indicated to the Board that at the last meeting of
the Legislative Employee Benefits Committee, it was observed that the recovery plan bill
which provides for contributions to rise up to 16.12%, does not include a provision similar
to the teacher’s bill. This provision is that once the funded status of the plan meets 100%,
the contribution increases are taken away. Mr. Collins indicated that it is likely that during
the session there may be wording added similar to the teacher’s retirement bill. He
suggested that we could advise the legislative committee not to stop the funding, but
rather put a de-risking strategy in place. Wording could be added that when those
contributions are no longer needed that the PERS Board would look to reduce the
required investment return assumption which is a longer term strategy. Mr. Collins
indicated he would like to suggest this to the committee because: 1) it keeps those
contributions in the system, and 2) it might help PERS overall, because one of the
criticisms is that our return assumption is too high. Mr. Collins was seeking Board
concurrence before discussing this de-risking concept with the Legislature. The Board
discussed this concept and concurred not to bring it forward to the legislature at this time.

Executive Budget Recommendations

Mr. Collins presented a brief overview of the Governor’s budget recommendations. The
PERS administrative budget was approved, health insurance was funded with a 10.7%
increase in premiums, and salary package was recommended for all state agencies.
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GROUP INSURANCE

Long Term Care Insurance

Mr. Collins reported that a draft request for proposal for long term care insurance was
received from Gabriel Roeder Smith, our consultant. GRS has indicated that in response
to an RFI, no company indicated it would be willing to submit a proposal if the state issues
an RFP. The Board discussed and had suggestions for long term care insurance plan.

Dental/Vision Plans Update

Ms. Allen reported that the two-year service agreement with Superior Vision expires on
December 31, 2012. A new agreement has been reviewed by legal counsel and updated
accordingly. Enroliments for dental and vision plans increased this year. Ms. Allen
reported that we are on schedule with the implementation with Delta Dental.

MR. TRENBEATH MOVED APPROVAL OF THE TWO YEAR AGREEMENT FOR
SERVICES WITH SUPERIOR VISION FOR THE PERIOD JANUARY 1, 2013
THROUGH DECEMBER 31, 2014. THE MOTION WAS SECONDED BY MR. SANDAL.

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

MOTION PASSED
High Deductible Health Plan

Ms. Allen reported that the enrollment in this plan has increased by 14 for a total of 110
enrolled.

PDP Contract

Mr. Collins reported that the prescription drug plan contract for the Medicare Part D
program as previously approved by the Board is scheduled for renewal on January 1,
2013. The contract has been reviewed by legal counsel.

MR. TRENBEATH MOVED APPROVAL OF THE GROUP MEDICAREBLUE RX
RETIREE PRESCRIPTION DRUG PLAN CONTRACT FOR THE PERIOD JANUARY 1,
2013 THROUGH DECEMBER 31, 2013. THE MOTION WAS SECONDED BY MS.
EHRHARDT.

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

MOTION PASSED
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Health Care Reform

Mr. Collins reported that beginning in 2014, provisions of the Affordable Care Act will
become effective. Factors that will affect future health insurance include grandfathered
status, premium subsidies, insurance exchanges, and penalties. Mr. Potts, BCBSND,
reviewed with the Board a health care reform financial impact analysis. The conclusion
was that NDPERS is not financially incented to drop group coverage based on this
analysis. BCBSND staff will be meeting with other groups who will be requesting this
same type of analysis. The Board and staff had questions relating to this analysis.

RETIREMENT

Contribution Increase Letter

Mr. Collins informed the Board that PERS sent a letter to all employees notifying them of
the change in their salaries as a result of the increase in retirement contributions effective
January 1, 2013.

DEFERRED COMPENSATION

3" Quarter Investment Report for 401(a) and 457 Companion Plan

Mr. Reinhardt reported assets in the 401(a) plan increased to $24 million as of September
30, 2012. The number of participants is at 270 which is about the same as when the plan
began, with 70% of the assets in the TIAA-CREF Lifecycle funds. Assets in the 457
Companion Plan increased to $43 million as of September 30, 2010. The number of
participants is increasing at 3,985. TIAA-CREF Lifecycle funds comprise 74% of the
assets. The Investment Subcommittee reviewed the third quarter market overview with
no funds marked as underperforming for the quarter.

Hartford Update

Mr. Collins reported that MassMutual signed the Provider Agreement along with the
supplemental memorandum of understanding between Hartford and MassMutual. Mr.
Collins reported they have met what has been requested. Ms. Murtha indicated that all
requests from legal counsel have been responded to and are acceptable. Mr. Collins
indicated that staff will continue to work with MassMutual.

FLEXCOMP

Flexcomp Update

Ms. Allen reported that flexcomp enroliments for plan year 2013 are 2,729, which is a
decrease from last year. Mr. Collins added that the decrease in enroliment will affect
income and staff will be reviewing this. Implementation with ADP is on schedule.

The Board had questions relating to annual enrollment and the use of Member Self
Service (MSS) portal for the pilot agencies. Mr. Collins reported that enrollments through
MSS processed well. Ms. Fricke indicated that PERS staff will be working with the pilot
agencies and staff on lessons learned to continue to improve the functionality of MSS.
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Acting Chairman Sage called for any other business or comments. Hearing none, the
meeting adjourned at 10:30 a.m.

Prepared by,

Cheryl Stockert
Assistant to the Board
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