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Sparb Collins, NDPERS

. Cheryl Stockert, NDPERS

Sharon Schiermeister, NDPERS
Kathy Allen, NDPERS

Bryan Reinhardt, NDPERS

Rebecca Fricke, NDPERS

Jamie Kinsella, NDPERS

Stacey Jones, NDPERS

Jan Murtha, Attorney General's Office
John Mongeon, Brady Martz

Bill Kalanek, AFPE

Pat Pechacek, Deloitte

Kevin Schoenborn, BCBSND
Tara Roberts, BCBSND

Onalee Sellheim, BCBSND
Cindy Gillund, BCBSND

Jim Wynstra, BCBSND

. Deb Dietz, BCBSND

. Shirley Schumacher, BCBSND

. Cheryl Keller-Johnson, BCBSND
. Melanie Walker, Segal

Chairman Strinden called the meeting to order at 8:40 a.m.
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Chairman Strinden called for any questions or comments regarding the minutes of the
December 28, 2011 Board meeting. Chairman Strinden noted a correction on the last

page.

MR. SANDAL MOVED APPROVAL OF THE DECEMBER 28, 2011 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MS. SMITH. THE MINUTES WERE
APPROVED.

Chairman Strinden called for any questions or comments regarding the minutes of the
January 11, 2012 Board planning meeting.

MS. SMITH MOVED APPROVAL OF THE JANUARY 11, 2012 BOARD MINUTES. THE
MOTION WAS SECONDED BY MR. SANDAL. THE MINUTES WERE APPROVED.

NDPERS AUDIT

Mr. Collins reported to the Board that Mr. John Mongeon was at the Board meeting to
review highlights of the report and be available to answer any questions. Mr. Mongeon
reviewed with the Board the audit report examination for the years ended June 30, 2011
and 2010. He reported it was a clean audit and referred the Board to the Management
Letter which included four recommendations. The Board had questions of Mr. Mongeon
and staff.

GROUP INSURANCE

BCBS Update

Mr. Collins shared a letter received from Mr. Paul von Ebers, President and CEO of
BCBSND. Mr. von Ebers thanked NDPERS for their continued membership and reviewed
new BCBS initiatives.

Wellness Program Update

Mr. Collins reported that the new online wellness tool, HealthyBlue, recently went live on
February 15. There were already over 2,500 or approximately 6.2% of the membership
registered. The process went very smooth. Ms. Roberts provided the Board with
information on how to access the online site and the tools available through HealthyBlue
which included: health logs, incentive campaigns, health assessment, food log, meal
planner, progress report, cardio log, strength log, wellness workshops and challenges.
The Board had questions of Ms. Roberts.

Tobacco Cessation Program Update

Ms. Gillund gave the Board an update for the 6-month period ending December 31, 2011.
Since the program began in July 2005, there have been 1,441 members who started the
program. She reviewed all program benefit expenditures since July 1, 2005. The Board
had questions of BCBS and it was reported that the Health Department would have
comparative data that could be shared with the Board.
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Trend Analysis

Mr. Wynstra presented the NDPERS quarterly trend analysis paid through December 31,
2011. The 9.4% twelve month rolling trend for actives is greater than the BCBS overall
trend of 4.0%. It was noted that when the NDPERS trend was about 3%, the BCBS trend
was higher, consequently, this difference is not unusual and would imply that the
NDPERS trend will likely moderate in the near future. The retiree trend is doing well. The
Board had questions relating to the trend analysis report.

Dependent Coverage Update

Mr. Collins reviewed with the Board the information received from the State Insurance
Department relating to the definition of dependent which was updated in the Plan
document. During this past annual enrollment there may have been some dependents
that would have come off the plan because they did not meet the definition in place at that
time, but they would meet the definition in place today. This is a very small group of
individuals that could be eligible under the new definition. BCBS has offered to assist
NDPERS with a special enrollment this May to allow those individuals to enroll in the
health plan as of July 1, 2012. The Board had questions and discussed this information
with staff.

MS. EHRHARDT MOVED THAT STAFF CONDUCT A SPECIAL ENROLLMENT
OPPORTUNITY TO ALLOW DEPENDENTS TO ENROLL IN THE HEALTH PLAN. THE
MOTION WAS SECONDED BY MS. SMITH.

The Board further discussed the motion.

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

MOTION PASSED

Heart of America HMO

Mr. Allen reviewed with the Board the annual request from Heart of America Health Plan
in Rugby to continue to offer its health plan to state employees in the Rugby area for the
period July 1, 2012 through June 30, 2013. The Board had questions of staff and
discussed this plan.

MR. SANDAL MOVED APPROVAL OF THE HEART OF AMERICA HEALTH PLAN.
THE MOTION WAS SECONDED BY MS. EHRHARDT.

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

Nays: None

MOTION PASSED

Medicare Secondary Payer Recovery Contractor (MSPRC)
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Mr. Collins explained that this program continues to get more complicated. Procedurally,
Medicare will report they paid for something they shouldn’t have and they will send a
letter requesting the plan reimburse them for the expense. The initial letter is followed by
another letter indicating they may withhold grant money. Ms. Keller-Johnson, BCBS,
explained the MSPRC program in further detail and gave an overview of the recovery
process. The Board had questions and discussion occurred.

Affordable Care Act (ACA) Compliance

Mr. Pechacek, Deloitte, reviewed information relating to the ACA compliance with the
Board. He reviewed their memo relating to ACA provisions and potential penalties that
could affect NDPERS. Deloitte reviewed the NDPERS definition of full-time eligible
employees and part-time temporary employees and determined it is not consistent with
the ACA. ACA definition of a full-time employee is someone who works on average at
least 30 hours per week during the month. If an employer does not offer its health plan to
all full-time employees, then they are exposed to a possible penalty of $2,000 for every
full-time employee. In addition, Deloitte noted that an employer may not charge those
full-time employees that meet certain federal provisions over 9.5% of their household
income. If the employer charges these employees more and the employee goes to the
exchange to get coverage and subsidy for that coverage, the employer could be exposed
to another fine of $3,000.

Mr. Collins indicated that staff is suggesting submitting a separate bill to match up the
definitions in state statute to the federal requirements. Mr. Collins indicated that this bill
will likely need extension modification as more becomes known. In addition, Mr. Collins
responded that NDPERS will work with the agency personnel officers and others to fully
assess what the fiscal implications of this bill could be.

Also discussed was information relating to the contraceptive benefit requirements. Mr.
Pechacek indicated this benefit needs to be added to all non-grandfathered plans for plan
years beginning after August of 2012. Mr. Collins indicated that the current high
deductible health plan is a non-grandfathered plan and this benefit will be added. The
existing PPO/Basic plan is grandfathered for the state and non-grandfathered for some of
the political subdivisions. The Board had questions and discussion occurred.

MR. TRENBEATH MOVED THAT A BILL BE DRAFTED. THE MOTION WAS
SECONDED BY MR. SANDAL.

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

MOTION PASSED
Health Insurance Bid

Mr. Pechacek reviewed with the Board information relating to the next health insurance
bid. Congressional and Supreme Court issues at the federal level create much
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uncertainty in the health care market at this time. The elections will also impact the
federal Affordable Care Act (ACA). He explained that the burden of ensuring compliance
with the ACA will fall to the insurer in the case of a fully insured plan and on the plan
sponsor in the case of a self-insured plan. Mr. Pechacek explained there are three
aspects of the ACA to be effective in 2014 that will affect participating active employees,
spouses and dependents: 1) the Individual mandate which will impose financial penalties
on individuals who do not carry minimum essential coverage; 2) the shared responsibility
rules which will impose financial penalties on employers that fail to offer minimum
essential coverage to all “full-time employees” (work at least 30 hours per week) and to
their spouses and dependents; and 3) the availability of health insurance exchanges
which will provide a group market alternative to the individual market for those who do not
receive coverage through an employer or quality for government-provided coverage.

Based on information provided by Deloitte, Mr. Collins reviewed the various options for
going forward with the health bid and sought guidance from the Board. The Board
discussed the health insurance bid.

MR. TRENBEATH MOVED APPROVAL OF A FULLY INSURED BID FOR TWO
YEARS TO INCLUDE THE OPTION TO NEGOTIATE AN EXTENSION. THE MOTION
WAS SECONDED BY MS. EHRHARDT.

Board discussion continued.

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

Absent: Mr. Sage and Ms. Smith

MOTION PASSED

RETIREMENT

Segal Renewal

Mr. Collins followed up with the Board on the discussion at the January planning meeting
relating to renewal of retirement consultant. He reviewed the renewal proposal from Segal
to extend the consulting services contract which expires on June 30, 2012. Their proposal
is less than what was proposed two years ago. The Board discussed the renewal.

MR. SANDAL MOVED APPROVAL TO EXTEND THE CONTRACT WITH SEGAL FOR
TWO YEARS BEGINNING JULY 1, 2012 AT THE HOURLY RATE, AND RE-
EVALUATE THE HOURLY RATE AFTER THE FIRST YEAR. THE MOTION WAS
SECONDED BY MR. ERDMANN.
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Ayes: Mr. Erdmann, Ms. Ehrhardt, Mr. Trenbeath, Mr. Sandal, and Chairman Strinden
Nays: None
Absent: Mr. Sage and Ms. Smith

MOTION PASSED

Federal Requlatory Update

Ms. Walker, Segal, reviewed with the Board the memo which provided an update on
proposed regulations presently being considered at the national level. One issue relates
to the normal retirement age definition. The IRS has proposed rules for plan years starting
after January 1, 2013 that would not allow a normal age based solely on years of service
(NDPERS rule of 85). The IRS has extended this compliance deadline twice and may
extend it again.

Mr. Collins indicated that since this has not been finalized at the federal level, we need to
determine if legislation is submitted now or to wait until a final determination is made by
the federal government. NDPERS would have to change the definition of normal
retirement and the rule of 85 cannot be defined as a normal retirement, but it can be
defined as an unreduced retirement. This bill could end up being lengthy because this
terminology exists in many sections of the law. Legal counsel did a review and there is a
provision in the bill in our legislation called a savings clause that allows the NDPERS
Board, subject to the approval of the Employee Benefits Committee, to update the law.
The Board discussed this and concurred not to submit legislation at this time, but to wait
on the final determination by the federal government.

MISCELLANEQOUS

Legislation/NDPERS Benefits Committee Update

Mr. Collins followed up with the Board on legislative considerations. He reported that staff
has met with the NDPERS Benefits Committee. They have reviewed all options, and their
basic recommendation is to focus exclusively on the recovery plan as submitted two
years ago which would mean submitting a bill for a 2% increase in 2014 and a 2%
increase in 2015. The increase would be split between the employer and employee. It
was noted that many ideas had merit, however, at this time to introduce other retirement
bills during the session might detract from the recovery plan.

Mr. Collins also reviewed with the Board other administrative changes for the retirement
and group health plans. The NDPERS Retiree Committee will be meeting and their
recommendations will be brought to the March meeting.

MR. SAGE MOVED THAT STAFF PREPARE LEGISLATION ON THE RECOVERY
PLAN FOR EMPLOYER AND EMPLOYEE CONTRIBUTIONS FOR 2014 AND 2015,
AND PREPARE LEGISLATION FOR THE ADMINISTRATIVE ISSUES. THE MOTION
WAS SECONDED BY MR. ERDMANN.
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Ayes: Mr. Sandal, Ms. Ehrhardt, Mr. Erdmann, Mr. Trenbeath, Mr. Sage, and Chairman
Strinden

Nays: None

Absent: Ms. Smith

MOTION PASSED

Personnel Policies

Ms. Allen reported to the Board that as a result of changes approved by the Legislature
and incorporated into administrative rules by Human Resources Management Division,
NDPERS has updated its Policy Manual. She reviewed the specific updates with the
Board.

MR. TRENBEATH MOVED APPROVAL OF THE PROPOSED CHANGES TO THE
NDPERS PERSONNEL POLICIES. THE MOTION WAS SECONDED BY MR. SANDAL.

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

Absent: Mr. Sage and Ms. Smith

MOTION PASSED

Quarterly Consultant Fees
This information was provided to the Board for their information.

Election Committee

Ms. Allen reported that the term of Board member Mike Sandal expires on June 30, 2012.
The Board must appoint a committee of three (one is to be the chairman). Ms. Allen
reviewed the election schedule with the Board. Board discussion occurred.

MR. TRENBEATH MOVED THAT MR. SAGE, MS. SMITH AND MR. ERDMANN
SERVE ON THE ELECTION COMMITTEE, WITH MR. ERDMANN DESIGNATED AS
CHAIR. THE MOTION WAS SECONDED BY MS. EHRHARDT.

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

MOTION PASSED
Administrative Rules Update

Mr. Collins reported that the rules were approved as to their legality by the Attorney
General and have been submitted to the Legislative Council for finalization.
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2011 Comprehensive Annual Financial Report
Mr. Collins indicated that this report is available on the NDPERS website and includes
good information.

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

Prepared by,

Cheryl Stockert
Secretary to the Board
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