MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13™ Ave SW, Fargo
Thursday, July 25, 2013
8:30 A.M.

Members Present: Mr. Howard Sage
Mr. Mike Sandal
Ms. Arvy Smith
Ms. Kim Riedlinger Wassim

Members Absent: Ms. Joan Ehrhardt
Mr. Thomas Trenbeath

Via Videoconference: Chairman Jon Strinden

Others Present: Mr. Sparb Collins, NDPERS
Ms. Cheryl Stockert, NDPERS
Ms. Sharon Schiermeister, NDPERS
Ms. Kathy Allen, NDPERS
Ms. Deb Knudsen, NDPERS
Mr. Bryan Reinhardt, NDPERS
Ms. Rebecca Fricke, NDPERS
Ms. Jan Murtha, Attorney General’'s Office
Mr. Lynn Hart, HRMS
Mr. Kevin Schoenborn, BCBSND
Ms. Onalee Sellheim, BCBSND

Via Videoconference: Ms. Jodi Crouse, BCBSND
Ms. Stacy Duncan, 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
May 28, 2013 Board meeting.

MR. SANDAL MOVED APPROVAL OF THE MAY 28, 2013 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MR. SAGE. THE MINUTES WERE
APPROVED.
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Chairman Strinden called for any questions or comments regarding the minutes of the
June 20, 2013 Board meeting.

MR. SAGE MOVED APPROVAL OF THE JUNE 20, 2013 NDPERS BOARD MINUTES.
THE MOTION WAS SECONDED BY MS. SMITH. THE MINUTES WERE APPROVED.

MISCELLANEQOUS

PERS Board Election Results

Mr. Sage, representing the Election Committee, presented the election results to the
Board stating that Ms. Riedlinger Wassim was elected as the active member to the PERS
Board. The final vote count was: Mr. Erdmann 740, Ms. Wassim 799, Invalid 36 and 32
were received after the deadline.

MR. SAGE MOVED TO ACCEPT THE RESULTS ELECTING MS. KIM RIEDLINGER
WASSIM TO THE NDPERS BOARD EFFECTIVE JULY 1, 2013. THE MOTION WAS
SECONDED BY MS. SMITH.

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

MOTION PASSED

Chairman Strinden congratulated Ms. Wassim and welcomed her to the NDPERS Board.
Chairman Strinden thanked Mr. Erdmann for his service to the Board. He indicated Mr.
Erdmann was an outstanding Board member and the public sector was very well served
and represented by him. Mr. Collins presented Mr. Erdmann with a plaque in appreciation
for his work.

PERS Subcommittee Assignments

Chairman Strinden indicated there is an open position with the Investment Subcommittee
vacated by Mr. Erdmann. It was suggested that Ms. Wassim would be an asset to the
Benefits Committee. After discussion and because of the absence of two Board
members, it was decided to further discuss committee assignments at the next Board
meeting.

MR. SAGE MOVED TO REAPPOINT MR. SANDAL AND HIMSELF TO THE
INVESTMENT SUBCOMMITTEE AND STATE INVESTMENT BOARD WITH MR.
TRENBEATH AS THE ALTERNATE. THE MOTION WAS SECONDED BY MS. SMITH.
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Ayes: Ms. Smith, Mr. Sandal, Mr. Sage, Ms. Wassim, and Chairman Strinden
Nays: None
Absent: Ms. Ehrhardt and Mr. Trenbeath

MOTION PASSED
Quarterly Consultant Report

The quarterly consultant report for fees paid during the quarter ending June 2013 was
shared with the Board.

NASRA Issue Brief

Mr. Collins shared information with the Board relating to two issue briefs from the National
Association of State Retirement Administrators on the rate of return assumption and state
and local government spending on public employee retirement systems. Compared with
other states, North Dakota contributed 1.2% to state pensions with other states being
significantly higher. Mr. Collins will forward the NASRA Issue Briefs to the Board as he
receives them.

Defense of Marriage Act Update

Ms. Murtha reviewed with the Board information relating to this issue since the last Board
meeting. Section 2 of DOMA carves out an exception to the full faith and credit clause of
the United States Constitution which says that states are not required to give full faith and
credit to another state’s laws regarding same gender marriage. Section 3 of DOMA
provided a federal definition of both marriage and spouse that only recognized persons as
married if they are of the opposite gender. The Supreme Court recently found Section 3
of DOMA unconstitutional in US v. Windsor. However, the Court did not address Section
2 which still stands. North Dakota law does not recognize same gender marriages. Ms.
Murtha indicated she will continue to review this issue and how it will affect PERS. The
Board had questions and discussed this issue.

GROUP INSURANCE

EAP Update
Mr. Reinhardt provided the Board with an update on the EAP selections for the 2013-

2015 biennium. There are now four vendors: Deer Oaks, Live Well Solutions, St. Alexius
and The Village. The vendors participated in the PERS Payroll Conference. Eight
agencies switched EAP vendors. The Board had questions relating to the vendors.

Affordable Care Act (ACA) Implementation Update

Mr. Collins reported that the ACA shared responsibility rules have been delayed by the
federal government by one year. Therefore, the conference and executive briefing
scheduled for July 22 and 23" have been cancelled. Ms. Murtha reported to the Board
that the question relating to how this affects state law is a difficult question. There is a
clause in the health chapter, Section 54-52.1-08.2 of the NDCC which states the Board
can change any section of 54-52.1 subject to the approval of the Legislative Employees




NDPERS Board Meeting
July 25, 2013
Page 4 of 6

Benefits Committee if it does not comply with federal law. The use of this clause would be
a way for the Board to mirror federal changes in delaying implementation of these
provisions by one year. In House Bill 1059 the legislative intent was to put forth this
legislation so we would not be penalized under the ACA.

The Board discussed this issue.

MR. SANDAL MOVED TO HAVE THE DATE IN SECTION 2 OF HOUSE BILL 1059
MOVED BACK ONE YEAR PURSUANT TO THE ACTION OF THE FEDERAL
GOVERNMENT IN DELAYING EMPLOYER PENALTIES FOR THE AFFORDABLE
CARE ACT. THE MOTION WAS SECONDED BY MS. WASSIM.

The Board further discussed this motion.

Ayes: Mr. Sage, Mr. Sandal, Ms. Wassim, Ms. Smith, and Chairman Strinden

Nays: None

Absent: Ms. Ehrhardt and Mr. Trenbeath

MOTION PASSED

DEFERRED COMPENSATION

Provider Compliance Update

Ms. Allen updated the Board regarding the companies that had agents out of compliance
with the training requirements. Since the July meeting, AXA and VALIC directed PERS to
remove the agents that were out of compliance. Each company appointed a
representative for future contact. All companies providing services under the state’s
deferred compensation plan are now in compliance with the training requirements.

FLEX COMP

Flex Comp Survey

Mr. Collins reported that we received 790 responses (30%) on the flex comp survey. Over
300 comments were received. Between now and the next Board meeting staff will
analyze this information and present suggested actions based on the results. The Board
had questions relating to the survey.

RETIREMENT

Defined Contribution Plan Rules and Policies

Ms. Knudsen reported that in implementing House Bill 1452, staff has been reviewing the
bill against the existing administrative defined contribution retirement plan program rules.
To ensure consistency, where there was a conflict within the body of the rules with the
new language of the law, staff recommended moving the rule to a policy format to be
contained in the Defined Contribution Plan Document. Segal will review the Plan
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Document and we will share this with the Board at the August meeting. Legal Counsel
has determined that this is a viable option to include the recommended portions of the
rules in the Plan Document. Mr. Collins added that staff is seeking approval to submit a
letter to the Administrative Rules Committee to suspend those rules identified as being
inconsistent with the temporary law.

MR. SANDAL MOVED THAT STAFF SHOULD SEEK APPROVAL FROM THE
ADMINISTRATIVE RULES COMMITTEE TO SUSPEND THOSE RULES THAT ARE
INCONSISTENT WITH THE TEMPORARY STATUTE. THE MOTION WAS SECONDED
BY MS. WASSIM.

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

MOTION PASSED

Defined Contribution Plan Review

Mr. Collins shared the preliminary results of the defined contribution plan survey where 79
responses were received. In addition, he shared the updated analysis of the defined
contribution plan prepared by Segal. Between now and the next Board meeting staff will
analyze this information and present suggested actions based on the results. The Board
had questions relating to the survey.

Job Service Retirement Plan

Mr. Collins reported that at the last meeting of the PERS Investment Subcommittee, it
was noted that implementation of a de-risking strategy for the Job Service plan may need
to be approved by the Department of Labor. It was also noted that the return assumption
for the plan was 8% as signed in 1999. Several years ago the return assumption was
changed to 7.5% and the Investment Subcommittee is suggesting changing the
assumption back to 8% in order that the de-risking strategy, actuarial report and asset
allocation are developed based on the 1999 assumptions. The Board discussed this and
had questions.

MR. SAGE MOVED TO CHANGE THE RETURN ASSUMPTION FOR THE JOB
SERVICE RETIREMENT PLAN FROM 7.5% TO 8%. THE MOTION WAS SECONDED
BY MR. SANDAL.

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

MOTION PASSED
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Job Service Retirement Plan Benefit Payments

EXECUTIVE SESSION

MR. SAGE MOVED THAT THE BOARD GO INTO EXECUTIVE SESSION PURSUANT
TO NDCC §44-04-18.4(1) & (2)(b), §44-04-19.2(1) AND/OR §54-52.1-11 TO DISCUSS
CONFIDENTIAL RECORDS OR CONFIDENTIAL MEMBER INFORMATION. THE
MOTION WAS SECONDED BY MS. SMITH.

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

MOTION PASSED

All members named above were in attendance for the Executive Session (closed
meeting, electronically recorded) which began at 9:45 a.m.

Chairman Strinden determined that the Board could return to open session. The
Executive Session closed at 10:15 a.m. and the Board returned to open session.

Mr. Sandal reported that the State Investment Board search committee will be
interviewing three candidates on Friday afternoon. The consultant will also be providing
another group of candidates for interview within the next two weeks.

Chairman Strinden called for any other business or comments. Hearing none, the
meeting adjourned at 10:18 a.m.

Prepared by,

Cheryl Stockert
Assistant to the Board
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