MINUTES

North Dakota Public Employees Retirement System
Harold Schafer Leadership Center
University of Mary, Bismarck
Wednesday, January 11, 2012
9:30 A.M.

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

Others Present: Mr. Sparb Collins, NDPERS
Ms. Cheryl Stockert, NDPERS
Ms. Kathy Allen, NDPERS
Ms. Deb Knudsen, NDPERS
Mr. Bryan Reinhardt, NDPERS
Ms. Jan Murtha, Attorney General’'s Office

Chairman Strinden called the meeting to order at 9:40 a.m.
Mr. Collins reviewed with the Board a presentation discussing NDPERS programs,
administration, and accomplishments over the past two years (presentation is available at

the PERS office).

RETIREMENT

Defined Benefit Plans

Mr. Collins presented background information on the Main, Judges, National Guard, Law
Enforcement, Highway Patrol and Job Service plans, including fund balances,
membership statistics (both active and retiree), annual benefits, retirement system assets,
and number of pensions in force. Currently, the Job Service plan is the only one at 100%
or more funded status.

Mr. Collins reviewed with the Board information relating to the challenges facing the
retirement plans as a result of the downturn in the financial markets. Specifically, the
challenges were to: 1) reverse the downward funding trend, 2) stabilize the funds, and 3)
establish a positive trend going forward. Senate Bill 2108, as passed by the last
legislative session, set in place a plan to reverse the funding trend and stabilize the funds
which accomplished two of the goals. It was noted that while the legislature approved the
first two years of the recovery plan (2012 and 2013), they did not approve the later two
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years of increases for 2014 and 2015. Mr. Collins stated he was told that the later two
years were not approved since they could be considered by the 2013 session which
would have the benefit of additional return information. Consequently, it was noted that in
order for the full recovery plan to be implemented, a bill would need to be submitted
during the next session.

The Board discussed the retirement plans and some possible areas for consideration
going forward. Based upon this discussion, the Board decided to consider the following
items at future meetings:

e Submit a bill to implement the remaining years of the original recovery plan to
include contribution increases for 2014 and 2015 (4% contribution increase) to the
Legislative Employee Benefits Committee in March of 2012.

e Adjust the proposed bill in the Fall based upon the 2012 actuarial valuation.

e Review the funding options for the recovery plan and determine whether to submit
more than one bill (100% employee contribution, 100% employer contribution,
50%/50% employee/employer contribution).

e Seek additional information from the actuary and the PERS Benefits

Subcommittee on the following:

o Change purchase method
o Enhance PEP based upon new contribution
o0 Limit cost of sick leave conversion
0 Change interest methodology
Conduct a liability driven investment strategy for the Job Service plan.

Defined Contribution

Mr. Collins reviewed with the Board information relating to the challenges facing the
funded status of the defined contribution retirement plans. It was noted that this plans
participants face a significant shortfall in their retirement due to the recent downturn in the
financial markets. Further, it was noted that the defined contribution plan was a part of
the four year recovery plan submitted in SB 2013, and as with the other retirement plans,
the 2014 and 2015 increases were not approved and deferred for consideration. The
Board discussed the defined contribution retirement plan and some possible areas for
consideration going forward. Based upon this discussion, the Board decided to consider
the following items at future meetings:

e To continue to treat the defined contribution plan contributions similar to the main
retirement plan.
e To include the defined contribution plan members in the recovery plan.

Retiree Health Insurance Credit Program (RHIC)

Mr. Collins reviewed information on the RHIC program with the Board. It was note that
this program is on a positive course, and if the contribution remains at 1.14%, the
unfunded liability will be paid off in approximately eleven years. The Board discussed the
RHIC program and some possible areas for consideration going forward. Based upon
this discussion, the Board decided to consider the following items at future meetings:
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1. To seek information from the actuary on the effect of allowing the RHIC to be used
for other PERS group insurance benefits such as the dental or vision plans.

2. To ask the PERS Benefits Committee to consider this and provide their thoughts to
the PERS Board.

INVESTMENTS

Mr. Collins discussed the investment program and PERS efforts in this area over the last
couple of years. Specifically, he noted the Board had completed an asset liability study
for the plan, updated its investment policies to include provisions relating to fees and risk,
and updated our asset allocation. The Board discussed the investments and some
possible areas for consideration going forward. Based upon this discussion, the Board
decided to consider the following items at future meetings:

e The PERS Investment Subcommittee should continue to monitor risk in the plan.
e The PERS Investment Subcommittee should continue to monitor fees in the plan.

GROUP INSURANCE PROGRAMS

Health Plan

Mr. Collins presented demographic information on the health insurance plan. He noted
that enrollment in the health insurance plan continues to grow and now is over 60,000
members among the 288 employers and retirees. Also reviewed was information
concerning the health plan trends, future health rate projections, the pre-Medicare
program, health plan utilization and the history of the health plan. The Board discussed
the health plan and some possible areas for consideration going forward. Based upon
this discussion, the Board decided to consider the following items at future meetings:

e Request that Deloitte study both the options of buying down premiums and offering
a premium holiday.

e Have the upcoming health bid be for a two-year fully insured bid because of the
uncertainty of the federal health care law.

e Submit both a grandfathered plan and a non-grandfathered plan option to OMB for
its consideration. If the non-grandfathered plan is selected, PERS would be able to
offer additional screening services.

e Study the issue birth control coverage in the plan as a result of recent court
decisions and the federal health care law.

e Enhance the wellness plan to include executive and legislative participation.

e Have Deloitte come to the Board meeting to discuss health insurance options in
order to prepare a bid document by March to issue in June.

Pre-Medicare Plan

Mr. Collins reviewed the Pre-Medicare plan with the Board including information on its
demographics, history and funding. The Board discussed the pre-Medicare program and
some possible areas for consideration going forward. Based upon this discussion, the
Board decided to consider the following items at future meetings:
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e Offer a high deductible health plan for the pre-Medicare group.
e Monitor the development of the health care exchanges and their implications for
this program and its members.

Life Insurance Plan
Mr. Collins reviewed the changes that occurred with the new carrier ING last year. There
were no considerations for this plan.

Dental Insurance Plan

Mr. Collins reviewed the dental insurance plan information with the Board including
enrollment, plan history and current rates. It was also noted that the plan is scheduled to
go out to bid this year. The Board discussed the dental program and some possible
areas for consideration going forward. Based upon this discussion, the Board decided to
consider the following items at future meetings:

e Seek a consultant to assist with the dental plan bid and review proposal at the
March/April meeting.

e Issue an RFP for dental services by May/June and review proposals by August.

e Award the bid for the dental plan for 2013 with a carrier selected by September.

Vision Insurance Plan

Mr. Collins reviewed vision insurance plan information with the Board. It was noted that as
a result of the new carrier, the addition of a provider network and the plan design changes
this program has seen substantial growth in participation over the last couple of years.
There were no considerations for this plan.

Long Term Care Insurance

Mr. Collins provided an update to the Board relating to the long term care insurance plan.
This will go to bid in 2012. The Board discussed the long term care program and some
possible areas for consideration going forward. Based upon this discussion, the Board
decided to consider the following items at future meetings:

e Conduct a series of educational meetings on long term care in March/April.
¢ [ssue the long term care bid by early June or July with a final decision made in
August or September.

FLEXCOMP PROGRAM

Mr. Collins provided information on the flexcomp program participation and
administration. Currently, PERS is using PeopleSoft for claims processing and payment.
This system has limited capabilities and has not been very reliable. The Board discussed
the flexcomp program and some possible areas for consideration going forward. Based
upon this discussion, the Board decided to consider the following items at future
meetings:
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e Issue and review responses from a request for information on outsourcing the
flexcomp claims processing and payment effort.

e Have Sagitec prepare an estimate of adding this to the PERSLink business
system.

e Discuss the implications of maintaining the status quo for claims processing.

DEFERRED COMPENSATION PROGRAM

Mr. Collins reviewed the state’s deferred compensation program and participation with the
Board. The goal has been to grow the plan and get more employees actively saving for
their retirement. It was noted that the recent proposal from TIAA-CREF offered several
options relating to this goal and included a registered investment advisor option and a
gross up provision option. These options were put on hold during initial implementation.
The Board discussed the deferred compensation program and some possible areas for
consideration going forward. Based upon this discussion, the Board decided to consider
the following items at future meetings:

e Have TIAA-CREF come to the Board to explain these concepts and how they
would work.

e Conduct meetings with other deferred compensation providers to review this and
obtain feedback on these ideas.

PERS ADMINISTRATION

Mr. Collins reviewed with the Board information relating to the increases in health plan
membership, voluntary insurance plans membership, retirement plan membership and
number of participating employers for all programs and how that related to the PERS
administrative capabilities. He also gave an update on the PERSLink business system
including the Member Self-Service portal which will be implemented in 2012 for retirees
and actives.

Mr. Collins reviewed with the Board the implications of the change in the pay grades
directed by the last legislative session and its affect on the PERS budget. Specifically, he
noted that approximately seven staff members will be below the minimums of their new
pay grades and will need to be brought up to the new minimum. Since the decision was
made late in the session, it did not provide an opportunity for the legislature to fund this
requirement. Consequently, PERS will need to consider transferring funds from its
contingency line in order to comply. The Board has the authority to use contingency
dollars to offset these deficits at this time.

Mr. Collins reported, after reviewing the existing PERS organizational structure, he has
determined that the position of Chief Operating Officer should be added directly below the
Executive Director. Mr. Collins indicated Ms. Sharon Schiermeister will serve in this role
and will continue her role as Finance Manager.

Mr. Collins reported that consultant services with Segal is scheduled to go out to bid this
year. The contract will expire June 30, 2012. However, he noted that since the legislature
elected to consider the four year recovery plan in two stages with the later consideration



NDPERS Board Meeting
January 11, 2012
Page 6 of 6

in the 2013 session, it may be beneficial to continue with Segal since they did the work on
the recovery plan. If we were to retain another firm, they would have to redo some or all
of it.

The Board discussed the administrative issues and some possible areas for consideration
going forward. Based upon this discussion, the Board decided to consider the following
items at future meetings

e Once itis determined how the new salary grades affect the PERS budget, staff
should bring it back to the Board to determine the correct level of transfer that may
be required from the contingency line item.

e Obtain a renewal estimate from Segal to determine if we retain them for two more
years through June 30, 2014. Information on this should be reported to the Board
at the February meeting.

Mr. Collins shared information on future efforts with the Board. These included review of
the PERS website in 2013 and his participation with the International Foundation of
Employee Benefit Plans by serving on their board of directors and executive board.

Chairman Strinden thanked Mr. Collins for his efforts in preparing the information for this
Board planning meeting. Chairman Strinden called for any other business or comments.
Hearing none, the meeting adjourned at 1:50 p.m.

Prepared by,

Cheryl Stockert
Secretary to the Board
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