MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13" Ave SW, Fargo
Friday, December 27, 2013
8:30 A.M.

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

Via Conference Call: Chairman Strinden

Others Present: Mr. Sparb Collins, NDPERS
Ms. Cheryl Stockert, NDPERS
Ms. Sharon Schiermeister, NDPERS
Ms. Kathy Allen, NDPERS
Mr. Bryan Reinhardt, NDPERS
Ms. Rebecca Fricke, NDPERS
Ms. MaryJo Steffes, NDPERS
Ms. Sharmain Dschaak, NDPERS
Ms. Jan Murtha, Attorney General’'s Office
Mr. Kevin Schoenborn, BCBSND
Mr. Brent Solseng, BCBSND

Via Videoconference: Ms. Jodi Crouse, BCBSND
Ms. Onalee Sellheim, BCBSND
Ms. Stacy Duncan, BCBSND
Mr. Michael Potts, BCBSND
Ms. Chelsey Matter, BCBSND
Dr. Eunah Fischer, BCBSND
Ms. Lacey Bergh, BCBSND
Mr. Michael Carlson, BCBSND
Mr. Jim Wynstra, BCBSND

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
November 27, 2013 Board meeting.
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MS. SMITH MOVED APPROVAL OF THE NOVEMBER 27, 2013 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MS. EHRHARDT. THE MINUTES
WERE APPROVED.

GROUP INSURANCE

BCBS Quarterly Executive Summary

Mr. Schoenborn, BCBSND, introduced their staff and they presented the quarterly report
to the Board. Mr. Wynstra, BCBSND, reviewed actuarial information including the
biennium comparison and the quarterly trend analysis for actives and retirees. Since there
is limited months of data, there was not much to compare to and this will be more
meaningful as the biennium progresses.

Ms. Crouse, BCBSND, reviewed the following with the Board: membership and health
utilization summary; claims paid per member per month by quarter and claims type; and
high dollar cases for actives, early retirees, and Medicare retirees.

Mr. Solseng, BCBSND, reviewed the trend components on prescription spending noting
the generic utilization rate has been trending upward since 2011. He also reviewed the
guarterly drug spending and payment trends. Specialty spend and rebates continue to
increase. He explained that plan costs are increasing which is a result of the benefit
design not keeping up with inflation. He suggested in the future adding cost sharing in the
generics to 80% versus 70%. Mr. Solseng also shared information with the Board relating
to a study which shows the advantages of carve-in pharmacy benefits. The Board had
guestions regarding the pharmacy information and discussed with Mr. Solseng.

Dr. Fischer, Chief Medical Officer, introduced the new Wellness Director Ms. Lacey
Bergh. Dr. Fischer reviewed the history of the MediQHome program, its vision, and
opportunities for change into the future. MediQHome has existed since 2009 and in 2013
there were 85% of the providers engaged. Dr. Fischer reviewed the vision, key measures,
and outcome measures of the program. Ms. Matter further explained the strategic vision
of the program which includes enhancing the analytic tools, engaging providers, program
growth, educating and engaging members, and ensuring quality.

Ms. Duncan, BCBSND, reviewed the wellness program with the Board which included
information on HealthyBlue Program participation and results, Health club credit
participation, member engagement (education programs), and Wellness Specialist efforts.
She informed the Board there will be a new program for 2014 titled CPR and First Aid
Basics.

Ms. Crouse finalized the presentation by reviewing the performance standards and
guarantees with the Board. She explained that the cost management areas are not yet
complete for 2013. Ms. Crouse also reviewed the opportunities and ongoing activities
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which included presenting options for benefit plan changes for the 2015-2017 plan years
to PERS staff and the Board.

Annual Enroliment Update

Ms. Schiermeister presented 2014 annual enrollment information to the Board. She
explained that this was the first year that PERSLink Member Self-Service (MSS) was
utilized for all employees and overall, it was a success. But there were issues
encountered and a plan was developed to compensate for them. Staff will be reviewing
what changes will be necessary to improve MSS for next annual enroliment season. The
Board had questions and discussed annual enrollment processing.

Ms. Allen reviewed the participation rates with the Board. Flex comp participation rates
decreased by 1.9% for medical spending and 7% for dependent care. Flex comp
contribution rates decreased by 3.4% for medical spending and 7% for dependent care.
Enrollment in dental insurance increased by 6.8% and vision insurance by 4.4%. The
Board had questions relating to the decrease in flex comp rates which were discussed
with staff.

MISCELLANEQOUS

Fiduciary Responsibilities

Ms. Murtha presented a fiduciary responsibility overview to the Board. Information
included: what is the role of the PERS Board pursuant to the North Dakota Century Code;
what is a trustee; what guides the actions as a trustee; fiduciary duties; prudent investor
rule; specific application of fiduciary duties; conflicts of interest; breach; and mistake
avoidance. Ms. Murtha also reviewed the PERS Code of Ethical Responsibility with the
Board. The Board had questions and discussed the fiduciary responsibilities with legal
counsel.

DOMA Update

Ms. Murtha reviewed with the Board the latest information relating to the defense of
marriage act and some of the issues that could result in the need for legal advice or
action. How this may impact the PERS plan is that the IRS is issuing guidance on how
retirement systems must handle various forms of benefits. There is guidance for states
that permit same gender marriage and for all states whether they permit same gender
marriage or not. Ms. Murtha met with Mr. Collins and RIO staff to review how some of
these issues could affect the PERS and TFFR plans. Ms. Murtha is working with PERS
and TFFR to develop a scope of services for both agencies to retain a tax consultant for
this issue. Recently an Attorney General Opinion was issued that spoke to the recognition
of same gender marriage under North Dakota law (refer to Letter Opinion 2013-L-06).
The PERS plan must be applied in a manner consistent with North Dakota law. Ms.
Murtha explained some of the issues that could come up in the future relating to the
recognition of same gender marriage.
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Benefit Payment Monitoring

Mr. Collins reported that in October staff discussed with the Board how overpayments
and underpayments are handled. The Audit Committee has a process for monitoring
these situations and the Board requested additional information on this process. Mr.
Collins shared specific information with the Board from Ms. Kinsella, Internal Audit
Manager, on the oversight and monitoring provided by the internal auditors and the PERS
Audit Committee.

Confidential Information Disclosure Request

Ms. Murtha indicated to the Board that there is a need to go into Executive Session to
discuss two confidential member information requests regarding whether or not
confidential information can be released.

MR. TRENBEATH MOVED THAT THE BOARD ENTER INTO EXECUTIVE SESSION
PURSUANT TO NORTH DAKOTA CENTURY CODE § 44-04-19.2 AND 54-52-26 TO
DISCUSS CONFIDENTIAL MEMBER INFORMATION. THE MOTION WAS
SECONDED BY MS. EHRHARDT.

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

MOTION PASSED AND THE BOARD WENT INTO EXECUTIVE SESSION TO
DISCUSS CONFIDENTIAL MEMBER INFORMATION OR RECORDS.

All Board members named above and the PERS member were in attendance for the
Executive Session (closed meeting, electronically recorded) which began at 10:50 a.m.
The Executive Session closed at 11:07 a.m. and the Board returned to open session.

MR. TRENBEATH MOVED TO RELEASE THE MINIMUM NECESSARY
CONFIDENTIAL INFORMATION TO THE REQUESTING PARTIES IN THE TWO
SITUATIONS AND AS DETERMINED BY LEGAL COUNSEL. THE MOTION WAS
SECONDED BY MR. SAGE.

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

MOTION PASSED

RETIREMENT

Member Communication
Ms. Allen reported this member issue is being revisited at the request of the Board at the
November meeting. Internal processes were put in place earlier this year that specifies
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that retired members or surviving spouses will not be enrolled for group insurance
coverage until the distribution option for benefits has been received and processed. Ms.
Allen further reported that member correspondence relating to notice of cancellation is
sent regardless of the reason coverage was terminated. Other member correspondence
and the Refund/Rollover Kit were also updated. Staff training materials have also been
updated with the new procedures.

Defined Contribution Enrollment Materials

Mr. Collins shared a sample defined contribution enrollment packet with the Board. This
information is sent within 5 days of notice of a new hire event. Another member letter is
generated as a reminder after 120 days, provided no election has been made. Mr. Collins
indicated that if the Board had any comments or observations on this information to let
him know. The Board requested periodic updates on the how many members are
enrolling in the defined contribution plan which staff indicated they are tracking and can
develop a report.

OPEB Request for Proposal

Mr. Collins reported that GASB 43 and 45 requires an actuarial valuation for the implicit
subsidy applicable to the pre-Medicare retirees who are participating in the PERS health
plan. The previous valuation was completed by Van Iwaarden. The last effort was in 2009
and staff was seeking guidance on whether or not to go out to bid.

MR. SANDAL MOVED THAT PERS GO OUT TO BID ON THE OPEB VALUATION.
THE MOTION WAS SECONDED BY MS. WASSIM.

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

MOTION PASSED

Job Service Retirement Plan

Mr. Collins explained that during a recent review of the Job Service cost of living
adjustment payments, there were overpayments and/or underpayments noted. The next
step in this process is to make the necessary corrections. The Board adopted a policy for
the main plan which is included in the North Dakota Administrative Code, but no formal
Board policy exists for the Job Service retirement plan. Mr. Collins shared the specific
Section of the code with the Board which is 71-02-04-10, Erroneous payment of benefits
— Overpayments that relate to the main plan. Upon review, staff was suggesting the
Board adopt a similar policy for the Job Service retirement plan. It may be necessary in
the future for the Board to adopt other policies relating to the Job Service retirement plan.
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MS. WASSIM MOVED TO ADOPT THE FORMAL BOARD POLICY FOR THE JOB
SERVICE RETIREMENT PLAN RELATING TO ERRONEOUS PAYMENT OF
BENEFITS — OVERPAYMENTS. THE MOTION WAS SECONDED BY MS.
EHRHARDT.

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

MOTION PASSED

Highway Patrol Plan Qualification Letter

Mr. Collins reported that PERS recently received a favorable determination for the
Highway Patrol retirement plan to the IRS qualifications. It was noted that a favorable
determination on the Defined Benefit Hybrid plan was received in April 2011.

IRS Plan Qualification

Mr. Collins noted that information was submitted to the IRS in January 2009 for both the
main and Highway Patrol retirement plans under Cycle C filing. The deadline for new
determination letters for Cycle C filing is January 31, 2014, but the IRS is allowing
governmental plans to file in Cycle E if they prefer to do so which runs from February 1,
2015 to January 31, 2016. Staff has noted one deficiency relating to the HEART Act
(Heroes Earnings Assistance and Relief Tax Act of 2008). This Act requires that all
qualified retirement plans treat participants who die while in qualified military service as if
they had returned to active employment for purposes of death-related benefits under the
plan. PERS is planning to address this in the 2015 legislative session, therefore, will file
under Cycle E.

Defined Contribution Eligibility

Mr. Collins asked the Board for guidance on two issues relating to eligibility in the defined
contribution plan. Specifically, the issues relate to return to work after retirement and
employees from Higher Education who would be in the TIAA-CREF retirement plan
transferring to a new job in state government that is under the PERS retirement plan. Mr.
Collins discussed these issues with the Board, including review of the statute and
administrative rules. The Board discussed.

MR. TRENBEATH MOVED THAT IN THE SITUATIONS OF RETIREES WHO RETURN
TO WORK AND HIGHER EDUCATION RETIREMENT ENROLLMENTS, THAT THE
EMPLOYEES IN THESE SITUATIONS NOT BE DEEMED NEW EMPLOYEES AND
THEREFORE WILL NOT BE GIVEN THE OPTION TO TRANSFER TO OR ENROLL IN
THE DEFINED CONTRIBUTION PLAN. THE MOTION WAS SECONDED BY MR.
SAGE.
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Ayes: Mr. Sandal, Ms. Smith, Ms. Ehrhardt, Ms. Wassim, Mr. Sage, Mr. Trenbeath, and
Chairman Strinden
Nays: None

MOTION PASSED

3" Quarter Investment Reports

Mr. Reinhardt reviewed the 3" quarter investment report for the 401(a) and 457
Companion Plan with the Board. The number of participants in the 401(a) plan is
remaining stable at 280 and the plan assets increased to $28.5 million. The number of
participants is increasing in the Companion Plan at 4,626 and assets increased to $54
million.

FLEX COMP

ADP Response

Ms. Allen reported that the Board, at their November meeting, requested ADP to respond
to six issues. These issues relate to the need to change the member’s perception, high
level of dissatisfaction with the debit card, concerns with customer service, confusion
between the debit card and the automatic claim reimbursement, low level of
understanding of the mobile application, and how ADP plans to decrease the intensity of
responses relating to dissatisfaction. Ms. Allen shared ADP’s response and indicated they
will be in attendance at either the February or March meeting to further discuss these
issues.

DEFERRED COMPENSATION

Investment Advisor Representative Option

Mr. Collins reported that some time ago TIAA-CREF offered an option to PERS called the
investment advisor representative program. As staff worked through issues with TIAA-
CREF relating to this model, it became clear that they would not be in a position to take
on the responsibility for monitoring an independent provider network. As a result, TIAA-
CREF has decided not to offer this optional program at this time.

Hardship Case #176

Ms. Allen presented detailed information to the Board relating to a deferred compensation
hardship withdrawal request in the amount of $3,058.96 to cover medical expenses that
resulted in the loss of income for October and November 2013. The Board discussed this
financial hardship request.

MS. EHRHARDT MOVED TO APPROVE THE FINANCIAL HARDSHIP REQUEST.
THE MOTION WAS SECONDED BY MR. SANDAL.
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Ayes: Ms. Smith, Mr. Sage, Ms. Ehrhardt, Ms. Wassim, Mr. Trenbeath, Mr. Sandal, and
Chairman Strinden

Nays: None

MOTION PASSED

Chairman Strinden called for any other business or comments. Hearing none, the
meeting adjourned at 11:45 a.m.

Prepared by,

Cheryl Stockert
Assistant to the Board
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