MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13" Ave SW, Fargo
Thursday, June 28, 2012
8:30 A.M.

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

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

Ms. Cheryl Stockert, NDPERS

Ms. Sharon Schiermeister, NDPERS

Ms. Kathy Allen, NDPERS

Ms. Deb Knudsen, NDPERS

Mr. Rebecca Fricke, NDPERS

Mr. Bryan Reinhardt, NDPERS

Mr. Srinivas Goluguri, NDPERS

Mr. Darren Schulz, NDRIO

Mr. Paul Erlendson, Callan Associates

Mr. Eugene Podkaminer, Callan Associates

Mr. Mark Meyer, Van Iwaarden Associates

Dr. Wendy Brown, Clinical Coordinator, About the Patient
Mr. Michael Schwab, ND Pharmacy Service Corporation

Via Teleconference: Ms. Jan Murtha, Attorney General's Office
Via Videoconference: Mr. Kevin Schoenborn, BCBSND

Ms. Tara Roberts, BCBSND

Ms. Jodi Crouse, BCBSND

Ms. Onalee Sellheim, BCBSND
Chairman Strinden called the meeting to order at 8:35 a.m.

MINUTES

Chairman Strinden called for any questions or comments regarding the minutes of the
May 17, 2012 Board meeting.
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MR. TRENBEATH MOVED APPROVAL OF THE MAY 17, 2012 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MR. SANDAL. THE MINUTES WERE
APPROVED.

RETIREMENT

Job Service Liability Driven Investments

Mr. Collins reported that at the January Board planning meeting a liability driven
investment (LDI) strategy was discussed for the Job Service Retirement plan. The Job
Service plan is a closed plan that makes consideration of such a strategy appropriate. In
follow-up to that discussion, Mr. Collins indicated representatives from Callan were at the
meeting to discuss LDI strategies and its applicability to Job Service. Callan is the
Retirement and Investment Office investment consultant.

Mr. Erlendson and Mr. Podkaminer reviewed with the Board the concept of de-risking. He
explained that de-risking and LDI help highlight pension risks and encourage the
alignment of asset and liability characteristics. LDI can limit the volatility of contributions,
expense and funded status (de-risk the plan). He presented information that included an
introduction to de-risking, sources of risk for a pension plan, LDI decision factors, current
characteristics and potential de-risking impacts, and de-risking considerations. The Job
Service pension plan is currently in surplus and funded at 109%.

The Board discussed this concept and had questions of Callan representatives.

MR. SAGE MOVED TO SEEK A PROPOSAL FROM CALLAN FOR A LIABILITY
DRIVEN INVESTMENT STRATEGY. THE MOTION WAS SECONDED BY MR.
TRENBEATH.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Disability Consultant Contract

Ms. Allen reported that the contract with Mid Dakota Clinic for disability consulting
services is scheduled to expire June 30, 2012. Mid Dakota has indicated they wish to
continue to perform these services for NDPERS at the rate of $200 per hour for the

July 1, 2012 through June 30, 2013 contract period. This is the same hourly rate for the
fifth year and staff is satisfied with their services. The Board had questions relating to this
service and the renewal.
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MS. SMITH MOVED APPROVAL TO CONTRACT WITH MID DAKOTA CLINIC FOR
DISABILITY CONSULTING SERVICES FOR THE PERIOD JULY 1, 2012 THROUGH
JUNE 30, 2013 PERIOD. THE MOTION WAS SECONDED BY MR. ERDMANN.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Retirement Brochure

Mr. Collins reviewed with the Board a new section that will be added to the retirement
brochure. Information has been added that will clearly advise each new retiree that the
NDPERS plan does not have a cost of living provision and inform them of the graduated
benefit option. The Board discussed this information and suggested eliminating the
deferred compensation plan information from this section and clarifying other information.

Federal Requlation Update

Mr. Collins gave an update to the Board relating to the new federal regulations concerning
the definition of normal retirement date. The deadline for these regulations was extended.
No changes are necessary for the NDPERS plans at this time.

GROUP INSURANCE

OPEB Valuation

Mr. Collins reported that Mr. Meyer with Van lwaarden was at the meeting to review the
draft of the Other Post Employment Benefits (OPEB) Valuation they recently completed
and to request an additional payment.

Mr. Meyer presented an overview of the July 1, 2011 Actuarial Valuations of the Retiree
Health Plans (OPEB). This is the third valuation that has been completed - one was done
in 2007 and another in 2011. Specifically, this study determined the implicit subsidy
associated with pre-Medicare retirees’ participation in the health plan. Mr. Collins
reported that there is proposed legislation to make the retiree health insurance credit
portable and to eliminate the pre-Medicare health plan because those individuals can go
to the health care exchanges. If that bill would pass, the implicit subsidy identified in this
report would go away. The Board had questions relating to this valuation study.

Mr. Collins reviewed Mr. Meyer’s June 15, 2012 letter with the Board which requested
additional out of scope time charges in the amount of $1,200 to complete the GASB 45
(OPEB) actuarial analysis. The original contract was for a not to exceed fee of $8,900.
NDPERS had changed their data systems and the files were significantly different
resulting in additional time spent reviewing data files, compiling and cross-referencing and
analyzing for errors. Mr. Meyers added that his staff kept detailed records and accounted
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for the additional time accurately and it was truly unexpected work out of the original
scope of the contract. The Board had questions of Mr. Meyer and discussed this request.

MR. ERDMANN MOVED APPROVAL OF THE ADDITIONAL FEES OF $1,200, WITH
LEGAL COUNSEL DETERMINATION OF THE NEED FOR A CONTRACT
AMENDMENT. THE MOTION WAS SECONDED BY MR. SAGE.

The Board further discussed this motion.

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

MOTION PASSED

Diabetes Program Update

Mr. Collins introduced Dr. Wendy Brown who is the clinical coordinator of the About the
Patient Diabetes Management Program. Dr. Brown provided the Board with an update on
the status of the program which included information on how the program was performing
over this past year. She provided demographic data as well as intervention information
and patient satisfaction survey results for the program. She also reported that she will be
promoting enroliment by working with individual pharmacies to inform them of the eligible
participants that regularly use their pharmacy. Staff indicated there are approximately 30
new members receiving the information packet each month. Dr. Brown shared ideas with
the Board regarding how to get more participation in this program. The Board had
guestions of Dr. Brown and staff.

Wellness Program Update

Ms. Fricke provided the Board with an update on the Employer Based Wellness Program
renewals for the plan year July 1, 2012 through June 30, 2013. There are a total of 194
out of 285 employers electing to participate in the wellness program which is 68%.
However, 97% of employees covered on the insurance plan are working for employers
that are offering wellness programs and activities to their employees. The Board had
guestions relating to how to get those employers not participating to participate in the
program. Ms. Fricke indicated some of the very small employers have determined they do
not have the staff time to put into the program, even for the 1% health insurance premium
discount.

Ms. Fricke reported that in follow-up to the January planning meeting, the Lt. Governor
has agreed to be part of promoting the NDPERS Wellness Program. Ms. Roberts
provided information on the efforts by Lt. Governor Wrigley which included various
communications and webinars.
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Dental RFP Considerations

Mr. Collins reported that the request for proposals were issued for the group dental
insurance plan and nine proposals were received. Mr. Collins indicated there were
guestions that had come up regarding compensation sources received by Segal for
assistance to NDPERS in placement of voluntary dental program. Segal confirmed in a
June 22, 2012 letter to NDPERS that they have a long-standing corporate policy
precluding them from accepting contingent commissions, broker bonuses and other
incentive payments based on volume of business placed with a specific insurance
provider.

Mr. Collins also reported to the Board that staff received an email from a vendor who was
asking for an extension to submit a response for the RFP. Staff verified that it was
documented in both the RFP and Questions and Answers that the date and time was
included. Also, a North Dakota broker had requested an extension, but no further
information has been received. The Board discussed and concurred that the RFP
schedule as posted would be adhered to.

Mr. Collins reported that the group health insurance RFP was issued. We have received
many questions from a couple of vendors and the answers are posted. More information
will be available at the August Board meeting.

Special Dependent Enrollment Update

Ms. Allen reported that a special dependent enrollment was conducted to enroll those
adult children up to age 26 who are eligible regardless of whether the individual has or is
eligible for other employer-sponsored coverage. There was a total of 212 dependents
who were enrolled.

DEFERRED COMPENSATION

Quarterly Investment Report

Mr. Reinhardt presented the first quarter 2012 investment report for the 401(a) and 457
Companion Plan. Assets in the 401(a) plan increased to $23 million and the assets in the
457 Companion Plan increased to $40.3 million with the number of participants increasing
to 3,745.

The NDPERS Investment Subcommittee met and reviewed the first quarter market
overview with TIAA-CREF and marked the Nuveen Tradewinds Value fund (NVORX) as
underperforming for the first quarter. It is the recommendation of the Subcommittee to put
the Nuveen Tradewinds Value fund on formal fund review and close it to new participants.
However, it was noted that the fund could not be closed to just new participants and
therefore, the motion was to put them on formal fund review.

The Subcommittee also reviewed the money market options for the plans and
recommended adding the Vanguard Prime Money Market Fund to the 457 Companion
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Plan and 401(a) plan core investment options. The Statement of Investment Policies
would be updated with these fund/benchmark changes.

MR. ERDMANN MOVED APPROVAL TO PUT NUVEEN TRADEWINDS VALUE FUND
ON FORMAL FUND REVIEW AND NOTIFY PARTICIPANTS OF THIS ACTION. THE
MOTION WAS SECONDED BY MR. SAGE.

The Board discussed the motion, specifically what information should be included in the
notification to participants.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

MR. SAGE MOVED APPROVAL TO ADD VANGUARD PRIME MONEY MARKET
FUND TO THE 457 COMPANION PLAN AND 401(a) PLAN CORE INVESTMENT
OPTIONS AND TO APPROVE THE 457 COMPANION PLAN AND 401(a) DEFINED
CONTRIBUTION PLAN STATEMENT OF INVESTMENT POLICIES WITH THE
FUND/BENCHMARK CHANGES. THE MOTION WAS SECONDED BY MR. SANDAL.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Hartford Update

Mr. Collins shared with the Board the letters that were sent to Hartford after the last
meeting. He reported NDPERS had not received a response to the last letter dated May
23 and he sent them a reminder letter on June 19, with no response received. Legal
Counsel will send them a letter requesting a response.

MISCELLANEQOUS

NDPERS 2013-2015 Budget

Ms. Schiermeister reviewed the base budget request with the Board. NDPERS has been
asked by the Governor and OMB to examine the level of spending to ensure the most
efficient operation and effective use of resources. The budget request is for $7.2 million
which is a 4.68% increase over a hold even budget amount. She covered specific details
on the budget request.
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MR. TRENBEATH MOVED APPROVAL OF THE 2013-2015 NDPERS BASE BUDGET.
THE MOTION WAS SECONDED BY MS. SMITH.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Mr. Collins indicated that the Hay Group study recommendations adopted by the last
legislature for the state’s salary system have had a significant effect on PERS. Many staff
were below the new ranges and had to be brought up to the minimum. As a result of this
change, it has created internal inequities and compression issues. Ms. Schiermeister
further explained that we will need $350,522 which is a 5.08% increase over the hold
even budget amount to address these equity issues. The proposed approach was based
upon analysis which showed that there are 26 positions whose C-ratio decreased under
the new pay ranges. The proposed remedy would return PERS employees to the same
point in the new range as they were in the old range. The increases necessary to
accomplish this would range anywhere from about 4.5% up to 31%. The Board had
guestions relating to the optional package. It was brought to staff's attention that the North
Dakota Administrative Code limits salary increases to no greater than 20% during the
biennium. Ms. Schiermeister indicated if this is the case, then the amount that will be
needed would be $316,831.

MR. SANDAL MOVED TO APPROVE THE OPTIONAL SALARY PACKAGE UP TO
THE LIMITATIONS PRESCRIBED UNDER THE NORTH DAKOTA ADMINISTRATIVE
CODE. THE MOTION WAS SECONDED BY MR. SAGE.

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

MOTION PASSED

Board Election

Ms. Allen reported that the Election Committee met on June 18, 2012 to review and
validate the results of the election for the active opening on the NDPERS Board. Mr.
Erdmann reported that Mr. Mike Sandal has been elected as the active member for the
term of July 1, 2012 through June 30, 2017.

MR. TRENBEATH MOVED APPROVAL OF THE ELECTION RESULTS FOR MR.
MIKE SANDAL’'S TERM OF JULY 1, 2012 THROUGH JUNE 30, 2017. THE MOTION
WAS SECONDED BY MS. SMITH.
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Ayes: Ms. Smith, Mr. Erdmann, Mr. Sage, Mr. Trenbeath, Mr. Sandal, and Chairman
Strinden

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Chairman Strinden congratulated Mr. Sandal on his election to the NDPERS Board.
Legislative Employee Benefits Committee

Mr. Collins reported that the Legislative Employee Benefits Committee met on June 7 and

NDPERS submitted the four bills. The next step in the process is to forward the bills to the
consultants for review. No date has been set for the next meeting.

Audit Committee Minutes and Charter Activity Review
The approved minutes and charter activity review was submitted to the Board for their
information.

Executive Director Review

Chairman Strinden reported that all Board members had completed a performance
evaluation of Mr. Collins. Based on a favorable performance evaluation, the review
committee of Mr. Sage, Ms. Smith, and Chairman Strinden recommended a 3% salary
increase effective July 1, 2012. Board discussion occurred.

MR. TRENBEATH MOVED TO GRANT MR. COLLINS A SALARY ADJUSTMENT OF
3% EFFECTIVE JULY 1, 2012. THE MOTION WAS SECONDED BY MR. SANDAL.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

RIO Update
Mr. Sandal presented an update to the Board regarding recruitment efforts of the

Executive Director of the Retirement and Investment Office. The SIB has assigned a
search committee to go through the process of recruiting a new Executive Director. The
committee members are Lt. Governor Wrigley, Treasurer Schmidt, Lance Gaebe, Bob
Toso, and Mike Sandal. The search committee conducted an exit interview with Mr.
Geissinger and received valuable information. One of the considerations was how this
position was currently aligned. The suggestion was made that with the dual role of being
Executive Director of TFFR and also Chief Investment Officer, this might create difficulties
in recruiting for another Executive Director. The committee is taking this into
consideration. TFFR has discussed this with no action taken.
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FLEX COMP

Flex Comp RFP

Mr. Collins reported staff is moving ahead with the flex comp RFP with the goal to get it
out next week. The flex comp program generates revenues to pay for its operation (about
$600,000 a year). More detailed information will be presented to the Board at the August
meeting.

Flex Comp Annual Limit

Ms. Allen reported that the Affordable Care Act changes the annual contribution limit for
flexible spending accounts under the Section 125 Flex Comp Plan. Effective January 1,
2012, the annual limit for medical spending accounts will be reduced from $6,000 to
$2,500 per year. This will be in effect for annual enrollment this year. Staff will be
communicating with the members in the next newsletter so they can plan accordingly.

Flex Comp Appeal Case ID 68

Ms. Allen presented detailed information to the Board regarding a flex comp appeal
where the participant is appealing the denial of payment from the 2011 medical spending
account to cover expenses incurred during the 2011 plan year. This claim was not
submitted within the four months following the end of the plan year on December 31,
2011. The Board discussed this flex comp appeal.

MR. SAGE MOVED TO APPROVE THE APPEAL REQUEST TO ALLOW THE
MEMBER TO USE ALL ELIGIBLE EXPENSES INCURRED IN THE 2011 PLAN YEAR.
THE MOTION WAS SECONDED BY MR. ERDMANN.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Mr. Collins informed the Board he had just learned that the Supreme Court upheld the
entire Affordable Health Care Act by a vote of 5-4.

Chairman Strinden called for any other business or comments. Hearing none, the
meeting adjourned at 11:30 a.m.

Prepared by,

Cheryl Stockert
Secretary to the Board



	North Dakota Public Employees Retirement System
	Thursday, June 28, 2012
	MINUTES

