MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13" Ave SW, Fargo
Thursday, July 19, 2012
8:30 A.M.

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

Via Videoconference: Chairman Jon Strinden
Member Absent: Ms. Arvy Smith
Others Present: Mr. Sparb Collins, NDPERS

Ms. Cheryl Stockert, NDPERS

Ms. Sharon Schiermeister, NDPERS
Ms. Kathy Allen, NDPERS

Ms. Deb Knudsen, NDPERS

Ms. Rebecca Fricke, NDPERS

Mr. Bryan Reinhardt, NDPERS

Mr. Srinivas Goluguri, NDPERS

Ms. Jan Murtha, Attorney General's Office
Mr. Gary Petersen, The Segal Company
Mr. Roderick Crane, TIAA-CREF

Mr. Robert Rickey, TIAA-CREF

Mr. Kevin Schoenborn, BCBSND

Via Videoconference: Ms. Jodi Crouse, BCBSND
Ms. Onalee Sellheim, 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
June 14, 2012 Board meeting.

MR. TRENBEATH MOVED APPROVAL OF THE JUNE 14, 2012 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MR. ERDMANN. THE MINUTES
WERE APPROVED.
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GROUP INSURANCE

Dental RFP

Mr. Collins advised that the Board go into Executive Session pursuant to NDCC 844-04-
19.1(9) and 844-04-19.2 to discuss negotiating strategy relating to the dental bid. Mr.
Petersen from Segal was present to discuss this with the Board.

EXECUTIVE SESSION

MR. ERDMANN MOVED THAT THE BOARD GO INTO EXECUTIVE SESSION
PURSUANT TO NDCC 844-04-19.1(9) AND 844-04-19.2 TO DISCUSS NEGOTIATING
STRATEGY RELATING TO THE DENTAL BID. THE MOTION WAS SECONDED BY
MS. EHRHARDT.

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

Nays: None

Absent: Ms. Smith

MOTION PASSED

All members named above were in attendance for the Executive Session (closed
meeting, electronically recorded) which began at 8:35 a.m.

Chairman Strinden determined that the Board could return to open session. The
Executive Session closed at 9:15 a.m. and the Board returned to open session.

MR. TRENBEATH MOVED APPROVAL TO HAVE DELTA DENTAL AND UNITED
CONCORDIA (UCCI) PRESENT INFORMATION AND GIVE NDPERS THEIR BEST
AND FINAL OFFER AT THE NEXT BOARD MEETING. THE MOTION WAS
SECONDED BY MS. EHRHARDT.

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

Nays: None

Absent: Ms. Smith

MOTION PASSED

DEFERRED COMPENSATION

TIAA-CREF Update

Mr. Collins indicated that Mr. Rickey and Mr. Crane from TIAA-CREF were at the Board

meeting today. Mr. Crane previously reviewed with the Board the Registered Investment
Advisor option. At that time it was decided to move forward with this concept by refining

some of the details and deciding on an implementation strategy.
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Mr. Rickey reviewed with the Board a presentation which included information relating to
how TIAA-CREF works with Advisors, the Fiduciary Advice Model, introduction to the
TIAA-CREF Advisor Network and Partners, and how to implement a Fiduciary Advice
Model. What this means to participants is they are represented by a fiduciary who
manages their finances. All fees are fully transparent through confirmations and quarterly
statements. Participants can terminate the advisor relationship at any time. Mr. Rickey
indicated, if approved, this could be implemented by the end of the year.

Mr. Collins reported that staff is recommending the participant choice option and was
seeking Board approval. The participant choice option allows members to choose any
advisor that is approved by the SEC and/or state licensed as a financial advisor and
allows the broadest participation by advisors. The advisor fees are to be paid directly from
retirement accumulations. Currently there are approximately 200 licensed agents in the
state. He indicated that staff will be conducting provider representative meetings in the
next couple of months and will have an opportunity to review the RIA concept with the
providers at that time to solicit suggestions or observations on this option. Information will
be shared with the Board at the October meeting before a final decision is made on this
concept. The Board had questions regarding what exposure the trustees have with this
option. Mr. Rickey responded that the Level 1 participant choice model has the least risk
than other models. He explained the process in place that protects the trustees.

MR. SANDAL MOVED TO CONTINUE FORWARD WITH THE PARTICIPANT CHOICE
OPTION, TO OBTAIN INPUT FROM PROVIDER REPRESENTATIVES THROUGHOUT
THE STATE, AND PRESENT INFORMATION TO THE BOARD FOR FINAL ACTION.
THE MOTION WAS SECONDED BY MR. SAGE.

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

Nays: None

Absent: Ms. Smith

MOTION PASSED
Hartford Update

Mr. Collins advised that the Board go into Executive Session pursuant to North Dakota
Century Code 844-04-19.1(2) and 844-04-019.2 for attorney consultation.

EXECUTIVE SESSION

MR. SAGE MOVED THAT THE BOARD GO INTO EXECUTIVE SESSION PURSUANT
TO NORTH DAKOTA CENTURY CODE 844-04-19.1(2) AND 844-04-019.2 FOR
ATTORNEY CONSULTATION. THE MOTION WAS SECONDED BY MS. EHRHARDT.

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

MOTION PASSED

All members named above were in attendance for the Executive Session (closed
meeting, electronically recorded) which began at 10:00 a.m.

Chairman Strinden determined that the Board could return to open session. The
Executive Session closed at 10:10 a.m. and the Board returned to open session.

The Board concurred that Legal Counsel would prepare a response to Hartford.

GROUP INSURANCE

Health Legislation

Mr. Collins reported that the Supreme Court upheld the Affordable Care Act; therefore,
NDPERS must continue with the implementation of those provisions. He provided the
Board with a report from Segal. The Board had questions relating to implementation of
the law. Mr. Collins indicated we will have to wait for the proposed rules for more details
on several outstanding issues.

2011 EAP Summary

Mr. Reinhardt presented information relating to the 2011 utilization of the NDPERS
Employee Assistance Program. The overall utilization rate is just over 8%. The Board had
guestions relating to this program.

BCBS Member Services Survey

Ms. Sellheim, BCBSND, presented the Member Services Satisfaction Results to the
Board. Information presented included: survey response rate, overall satisfaction with
service, question answered/problem solved, time reasonable to resolve inquiry, call wait
time reasonable, representative sounded caring, caller treated with courtesy,
representative was knowledgeable, clear and complete answer, claims processed timely,
understandable EOB, and benefit book meets needs. Overall, members were satisfied
with the service they received with a 94.2% satisfaction rate.

RETIREMENT

RETIREMENT

Legal Status of Retirement Benefits

Ms. Murtha, Assistant Attorney General, presented information relating to national trends
in public pension litigation, involving changes to public pension benefits. When discussing
a particular case it is important to keep in mind that different states will use different tests
to determine whether a change to a public pension benefit is appropriate. North Dakota is
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considered a contract clause state which means that the legality of changes to public
pension benefits is evaluated under a contract clause analysis. In some states the public
pension plans are specifically a part of and protected by the state’s constitution. It is far
more difficult to make changes to public pension benefits in states where the plan is part
of the constitution. In a small number of states changes to public pension benefits are
evaluated under a promissory estoppel theory.

Ms. Murtha explained that during the last five years or so the economy has given rise to
an environment that has prompted the need for changes in public pension benefits, and
these changes have prompted litigation. Some initial decisions have not been favorable to
reform measures. Most of the cases we are hearing about, however, are lower court
decisions and many are appealed. The final result of much of this litigation may not be
known for another two to three years. She provided a few examples of cases that have
been happening around the country.

She went on to explain that courts are starting to look at what part of the benefit is
protected. Historically, there has been a tendency to lump benefits together. In
discussions involving possible benefit changes it will be important to look at not just what
the benefit is but how it is being calculated in analyzing whether or not changes can
happen. For example, there may be less protection for the health care benefits and the
method used to calculate other benefits. The hope is that in a couple of years after higher
courts weigh in on this issue, we will have a better idea of how and under what
circumstances benefits may be changed.

Law Enforcement Plans

Mr. Collins indicated that the PERS Board is responsible for the administration of the law
enforcement plans which includes setting the employer contribution. He noted that the
recovery plan PERS adopted which is effective January 2013 provided an increase in
employer contributions of .5% for law enforcement with prior service and without prior
service for political subdivisions, and 1% for state law enforcement without prior service.
He noted that during the last session the Legislature enacted matching employee
contributions.

MS. EHRHARDT MOVED APPROVAL OF THE RATE INCREASES FOR LAW
ENFORCEMENT PLANS EFFECTIVE JANUARY 1, 2013. THE MOTION WAS
SECONDED BY MR. SAGE.

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

Nays: None

Absent: Ms. Smith

MOTION PASSED
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Job Service Liability Drive Investment Study

Mr. Collins indicated that a proposal was received from Callan to conduct a Job Service
liability driven investment study. He indicated staff would like to review another option for
the Board’s consideration which is to obtain a proposal from another consultant used by
the State Investment Board which PERS is required to do. One of those consultants is
SEI. The Board concurred that this be moved to a future meeting.

FLEX COMP

Flex Comp Data

Ms. Allen provided the Board with an update on information previously provided relating
to the provisions of the Affordable Care Act. Effective January 1, 2013 the annual
maximum limit for the flex comp plan medical spending account will be reduced to $2,500
from $6,000. Ms. Allen provided information relating to the number of participants at or in
excess of $2,500 and those at the $6,000 maximum. She reported that for those plan
years after 2013, the $2,500 will be adjusted for inflation in multiples of $50.

MISCELLANEQOUS

Retirement and Investment Office
Chairman Strinden reported that the Board memo provided an update on the recruitment
efforts for the Executive Director of the Retirement and Investment Office.

Deferred Compensation Hardship Case #76

Mr. Collins reported that the member requested the opportunity to call in for this
discussion. Chairman Strinden called for the Executive Session pursuant to NDCC
Section 44-04-19.2(1) and 54-52-26 to discuss confidential member information relating
to the deferred compensation hardship request. The Board meeting closed at 10:50 a.m.
All members named above were in attendance for the Executive Session (closed
meeting, electronically recorded). Chairman Strinden determined that the Board could
return to open session. The Executive Session closed at 11:00 a.m. and the Board
returned to open session.

MR. TRENBEATH MOVED TO APPROVE THE HARDSHIP REQUEST, NOT TO
EXCEED THE ACTUAL AMOUNTS OF THE MEDICAL BILLS, AS VERIFIED BY
STAFF. THE MOTION WAS SECONDED BY MR. SAGE.

There was further discussion.

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

Nays: None

Absent: Mr. Smith

MOTION PASSED
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Chairman Strinden thanked the member for appearing before the Board.

Mr. Collins reported that the flex comp request for proposal had been issued. There has
been much interest in the program. Also, the health request for proposal had been
issued and two responses were received. There could be an opportunity to have finalist
interviews for both the flex comp and health proposals. He noted that the Board may have
to coordinate a date and time for a special meeting to conduct interviews.

Mr. Collins reported that with the Companion Plan all assets were previously transferred
with the exception of those in the Fidelity Managed Income Portfolio since a one year
notice was required. The one year expired in June and the funds were transferred. There
was a question regarding when members were notified that this transaction would occur.
Staff has reviewed the previous correspondence and determined that no notice want sent
prior to the transfer. Staff will work with TIAA-CREF to make sure members are advised.

Chairman Strinden called for any other business or comments.

Mr. Sage requested approval to attend the Annual Conference of the International
Foundation in November.

MR. SAGE MOVED TO APPROVE TWO BOARD MEMBERS TO ATTEND THE
INTERNATIONAL FOUNDATION ANNUAL CONFERENCE IN NOVEMBER. THE
MOTION WAS SECONDED BY MR. TRENBEATH.

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

Nays: None

Absent: Ms. Smith

MOTION PASSED

There being no further business, the meeting adjourned at 11:00 a.m.

Prepared by,

Cheryl Stockert
Assistant to the Board
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