MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13" Ave SW, Fargo
Thursday, February 21, 2013
8:30 A.M.

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

Via Videoconference: Chairman Jon Strinden

Others Present: Mr. Sparb Collins, NDPERS
Ms. Cheryl Stockert, NDPERS
Ms. Sharon Schiermeister, NDPERS
Mr. Bryan Reinhardt, NDPERS
Ms. Rebecca Fricke, NDPERS
Mr. Srinivas Goluguri, NDPERS
Ms. Jan Murtha, Attorney General’'s Office
Mr. Lynn Hart, HRMS

Via Videoconference: Mr. Kevin Schoenborn, BCBSND
Ms. Stacy Duncan, BCBSND
Ms. Jodi Crouse, BCBSND
Mr. Tom Christensen, BCBSND
Ms. Kristen Richter, 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
January 17, 2013 Board meeting.

MR. SANDAL MOVED APPROVAL OF THE JANUARY 17, 2013 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MR. TRENBEATH. THE MINUTES
WERE APPROVED.
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Chairman Strinden called for any questions or comments regarding the minutes of the
January 30, 2013 Board meeting. Chairman Strinden noted that the starting time on the
minutes was incorrect.

MR. TRENBEATH MOVED APPROVAL OF THE JANUARY 30, 2013 NDPERS
BOARD MINUTES AS CORRECTED. THE MOTION WAS SECONDED BY MR.
SANDAL. THE MINUTES WERE APPROVED.

RETIREMENT

Legislation Update

Mr. Collins presented an update on retirement legislation. Senate Bill 2059, the recovery
plan bill, passed the Senate on a 35-12 vote and will move to the House for consideration.
During the consideration on the Senate side, Section 11 was added to the bill which will
require a legislative management study be conducted. It requires an examination of the
retirement plans and the possibility of a defined contribution plan.

The House took action on the OMB bill and they included a statement of intent that the
retirement contribution percentage provided by the state and the employee to PERS not
be changed during the 2013-15 biennium and they took out the funding for the recovery
bill. Mr. Collins presented a summary on the goals of Senate Bill 2059, the
accomplishments to date, and the possible implications of not passing Senate Bill 2059.

Mr. Collins indicated that Senate Bill 2060 passed the Senate and will move to the House
for consideration.

Relating to House Bill 1452, the optional defined contribution plan, came out of committee
with a do pass, but it has not been funded. Mr. Collins indicated that since the special
meeting, costs were reviewed with Segal. The bill as originally proposed provided the
defined contribution plan as an option to existing employees and new employees. Mr.
Collins reviewed what the effect would be on the defined benefit plan by not funding the
proposed bill. It would take longer to recover if the bill is not funded.

There are two ways to fund this bill. One is to increase the contributions to pay for that
election. The second option is to allow only the normal cost portion of the contribution to
go with members that elect the DC plan option and retain the amortization payment
portions of the contribution with the DB Plan.

Mr. Collins suggested presenting testimony in a neutral position as long as the bill is
funded and preparing two sets of amendments. One amendment would fund this by an
increase in contributions. The second amendment we would make it actuarially neutral. In
the second amendment, the fiscal note goes away. If asked by the legislature, we would
respond that the actuarially neutral amendment is preferred. The reason is that no matter
what the level of participation in the defined contribution plan, the defined benefit plan
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would continue to be funded. The Board discussed this and concurred on Mr. Collins
approach on this legislation.

Mr. Collins reported that House Bill 1304, the divestiture bill, was discussed in the PERS
Board special meeting and with the Investment Committee. It was decided an
amendment be proposed to the legislature. The amendment included the provision that
the exclusive benefit rule must be met before the provision of the bill can be implemented.
With this amendment, the requirements in the PERS investment policies are met. The
amendment was adopted by the House. Mr. Collins indicated staff will continue to monitor
this bill.

GROUP INSURANCE

Legislation Update

Mr. Collins reported that House Bill 1058 passed the House and will move to the Senate
for consideration. House Bill 1059 received a do pass out of Committee and has been
referred to Appropriations.

Vision Plan Report

Ms. Allen provided a report on the Superior Vision plan. Information included member
utilization, top five providers most utilized within the network, and covered lives. The loss
ratio is 110.6%; therefore, Superior is experiencing a loss on the plan at this time. PERS
is under a four year guarantee rate until December 31, 2014. Covered lives increased by
7.3% during 2012. The Board had questions relating to this report.

Retiree Update
Ms. Allen provided a retiree update to the Board. Information related to retiree life
insurance enroliments, including the coverage levels.

The 1099R’s were mailed out by January 15, which was ahead of schedule and the
retiree annual summary statements for 2012 were mailed out the week of January 21.

Specialty Pharmacy Program

Mr. Schoenborn, BCBSND, provided an update on the specialty pharmacy program. The
Board approved this program in 2010 and at that time it was decided to go with a
voluntary program. This program is now administered through Prime Specialty Pharmacy.
Within the last year a mailing was sent to all members. Currently there are approximately
360 specialty utilizers for PERS using retail pharmacies. Mr. Schoenborn indicated they
would like to do another mailing, emphasizing to members the convenience factor as well
as the educational aspect. A draft letter was reviewed and the Board had questions
relating to this program. Mr. Christensen further explained the benefits of the specialty
pharmacy program and answered questions of staff and the Board.
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Health Savings Account Agreement
Mr. Collins asked that this agenda item be moved to the March agenda. The Board
concurred.

DEFERRED COMPENSATION

Provider Compliance Update

Mr. Goluguri provided an update to the Board relating to the required 457 provider training
meetings. There are currently over 80 representatives that are not in compliance. PERS
sent a reminder notice to each of these representatives and informed them they have the
week of February 25 to March 1 to complete training online and notify PERS no later than
March 15 to be considered in compliance. We will keep you informed as to the status of
provider compliance. The Board had questions relating to provider compliance.

MISCELLANEQOUS

PERSLink Member Self-Service Update

Ms. Schiermeister reported that since last month’s report to the Board, staff is in the
process of making improvements to MSS based on what was learned in the pilot phase.
The improvements are scheduled to be in place by the end of March 2013 at which time
PERS will start rolling out the full version of MSS to all active employees. An incremental
approach will be used over a six-month period from April through September. The
deployment plan will be communicated to both employers and employees through email
and on the PERS website. Articles will be published in the PERSpectives newsletter and
the quarterly PERSonnel Update for employers. Training materials will be provided which
will provide employers with an overview of MSS and explain how their role will change
when employees make the switch from paper enroliments to MSS.

Board Election

Chairman Strinden reported that the term of Board member Levi Erdmann expires on
June 30, 2013. The Board must appoint a committee of three to oversee the election
process. Mr. Sage, Mr. Sandal, and Ms. Smith volunteered to be on the Election
Committee. Mr. Sage will serve as Chair.

MR. TRENBEATH MOVED APPROVAL OF THE ELECTION COMMITTEE OF MR.
SAGE, ACTING AS CHAIR, MR. SANDAL, AND MS. SMITH. THE MOTION WAS
SECONDED BY MS. EHRHARDT.

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

MOTION PASSED
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RIO Update
Mr. Sandal reported that the subcommittee of the State Investment Board met to review

and approve the criteria to rank the applicants. Two hundred applications were received.
HRMS ranked the applicants based on the approved criteria. Of the 200 applications, 175
met the minimum qualifications as specified in the vacancy announcement. Treasurer
Schmidt and Mr. Sandal will be reviewing the top 30 applicants. Preliminary interviews will
be conducted sometime in mid March. The Board had questions relating to the
recruitment process.

Chairman Strinden called for any other business or comments. Hearing none, the
meeting adjourned at 9:55 a.m.

Prepared by,

Cheryl Stockert
Assistant to the Board
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