MINUTES

North Dakota Public Employees Retirement System
BCBS, 4510 13" Ave SW, Fargo
Wednesday, June 29, 2011
9:00 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

Via Teleconference: Mr. Howard Sage

Others Present: Mr. Sparb Collins, NDPERS
Ms. Cheryl Stockert, NDPERS
Ms. Kathy Allen, NDPERS
Ms. Deb Knudsen, NDPERS
Mr. Bryan Reinhardt, NDPERS
Mr. Paul Von Ebers, BCBSND
Mr. Kevin Schoenborn, BCBSND
Ms. Onalee Sellheim, BCBSND
Ms. Jodi Crouse, BCBSND
Ms. Linda Merck, BCBSND
Ms. Marissa Parmer, BCBSND
Mr. Michael Carlson, BCBSND
Mr. Judd Wagner, BCBSND
Mr. Jim Wynstra, BCBSND
Dr. Jon Rice, BCBSND
Dr. Hanekom, BCBSND
Ms. Denise Kolpack, BCBSND
Mr. Mike Potts, BCBSND
Ms. Michelle Larson, Discovery Benefits
Mr. Matt Feir, Discovery Benefits

Via Teleconference: Mr. Brad Ramirez, Segal

Ms. Michelle Walker, ND Department of Health
Ms. Kara Dodd, ND Department of Health

Chairman Strinden called the meeting to order at 9:00 a.m.



NDPERS Board Meeting
June 29, 2011
Page 2 of 7

MINUTES

Chairman Strinden called for any questions or comments regarding the minutes of the
May 19, 2011 Board meeting.

MR. TRENBEATH MOVED APPROVAL OF THE MAY 19, 2011 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MS. EHRHARDT. THE MINUTES
WERE APPROVED.

RETIREMENT

Highway Patrol Plan Experience Review

Mr. Ramirez of Segal reviewed with the Board the Highway Patrol experience study,
specifically the assumption changes being proposed as a result of this review. The
proposed changes were: 1) set the health mortality table back one year; 2) set annual
administrative expenses to $18, 000 not $16,000; and 3) change the retirement rates for
active members to 0% for early retirements, 75% for first year and 100% thereafter.
Based on retirement history, the early retirement assumption is eliminated. Mr. Ramirez
explained the rationale for these recommendations and the Board had questions. Mr.
Collins informed the Board that the next Highway Patrol valuation will be in 2011.

MR. TRENBEATH MOVED TO ACCEPT THE ACTUARIAL ASSUMPTIONS
RECOMMENDED BY SEGAL. THE MOTION WAS SECONDED BY MR. SANDAL.

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

MOTION PASSED

Tobacco Cessation Program

Ms. Allen reported that the North Dakota Department of Health notified PERS that the
Smoking Cessation Program funding will be continued for the upcoming biennium.
Funding for this biennium would be $100,000 which is down from $150,000 due to fiscal
spending patterns. The Department of Health reviewed with the Board suggested
administrative changes. The Board had questions of staff and discussed these changes.

MR. SANDAL MOVED APPROVAL OF THE SMOKING CESSATION PROGRAM FOR
THE 2011-2013 BIENNIUM, AND ACCEPTED THE CHANGES RECOMMENDED BY
THE DEPARTMENT OF HEALTH. THE MOTION WAS SECONDED BY MS. SMITH.

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

BCBS Administrative Service Agreement
Mr. Collins reviewed with the Board the agreement and indicated it had been reviewed by
both staff and the Attorney General's Office and found to be acceptable.

MS. EHRHARDT MOVED APPROVAL OF THE BCBS ADMINISTRATIVE SERVICE
AGREEMENT FOR THE 2011-2013 BIENNIUM. THE MOTION WAS SECONDED BY
MR. ERDMANN.

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

MOTION PASSED

Dental Plan Renewal

Ms. Allen reported that the group dental contract with CIGNA expires on December 31,
2011. This contract has been in effect since January 1, 2007. NDPERS, in conjunction
with Deloitte, requested a renewal from CIGNA for January 1, 2012 and they are
proposing an across the board increase of 4.32%. CIGNA has offered two plan design
options for consideration to reduce this increase. The Board discussed the CIGNA
renewal with staff and concurred that staff should negotiate with CIGNA for a lower rate
and work with Deloitte. This was tabled until the July Board meeting.

Life Insurance Agreement

Ms. Allen distributed three documents relating to the new life insurance carrier, ING. The
documents included the ING Group Application, Electronic Facilitation Agreement and
NDPERS Personal Service Agreement. Ms. Allen indicated these documents have been
reviewed by the Attorney General's Office and the only document that required a change
was the Electronic Facilitation Agreement, section 3.4 on page 2. ING made the change
in compliance with our request.

Ms. Smith made the motion, seconded by Ms. Ehrhardt, to approve the contracts with
ING. The Board had questions of staff and requested more time to review these
documents. Ms. Smith withdrew the motion and Ms. Ehrhardt withdrew the second to the
motion. This was tabled until the July Board meeting.

BCBS Review
Mr. Collins introduced to the Board Mr. Paul Von Ebers, President, BCBSND, and other
BCBS staff who were in attendance at the meeting.

BCBS Initiatives and Strategies

Mr. Von Ebers welcomed the PERS Board to their offices. He referred the Board to the
2009 PERS letter which reflected concerns at that time. Mr. Von Ebers noted that there
has been a long historical relationship between BCBS and PERS, but as identified in
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2009, certain specific concerns had arisen. There were six expectations outlined in the
letter: 1) affordable health insurance premiums that increase at a reasonable rate, 2) staff
incentives aligned with the needs of the employers/members, 3) quality customer service,
4) effective and affordable health plan administration, 5) PERS investment in BCBS
should be matched with results, and 6) a synergistic partnership. Mr. Von Ebers
indicated that these were clear and understandable goals. He reviewed with the Board
how BCBS is responding to these concerns.

In addition Mr. Von Ebers reviewed the following with the Board:

e The rate of inflation in health care over the last three years.

e BCBS goals for future health care inflation.

e BCBS efforts on wellness and prevention programs.

e BCBS work with health care providers focusing on the six integrated health
systems which represent 85% of the dollars spent.

e BCBS efforts to move from today’s fee for service arrangements towards an
outcome based payment system.

e Updated the Board on the MediQHome program for quality measures.

e BCBS efforts to reduce the administrative portion of the rate.

e The Seven Point Plan of the BCBS Board of Directors’ Oversight Strategy.

Mr. Von Ebers continued his discussion on BCBS plans to share information with the
public on cost containment measures and where the health care dollars go. He also
indicated BCBS plans on doing a series of town hall meetings around the state, beginning
with the larger communities.

Staff and the Board had questions of Mr. Von Ebers.

Wellness/Health Management Strategies

Dr. Jon Rice, BCBSND, reviewed with the Board information relating to BCBS health
management goals in reducing health care cost trends. Information and data related
specifically to the PERS population. Overall, there is a whole spectrum of health — he
noted that PERS has healthy people who we want to keep healthy and PERS has people
that have catastrophic conditions and are terminally ill on the other side of the spectrum.
Overall the goal is to enhance personal wellbeing, thus lowering the health risks.

Mr. Carlson, BCBSND, reviewed with the Board aggregate information from members
from the health risk appraisals. He acknowledged the wellness coordinators who have
been very instrumental in engaging their employees to participate in wellness programs.
Also reviewed was claims data.

MediQHome Presentation

Dr. Hanekom, BCBSND, reviewed with the Board the MediQHome Program.
MediQHome focuses on preventative care, cancers, and chronic conditions. The most
common chronic condition of citizens in North Dakota is hypertension. He demonstrated
the MD Insight program via webex. One of the major challenges is the aging population
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along with lifestyles and chronic diseases which make up a large portion of the highest
health care charges. The Board had questions of Dr. Hanekom.

High Deductible Health Plan/HSA

Mr. Collins informed the Board that this past legislative session HB 1364 passed which
requires PERS to establish a high deductive health plan (HDHP) with a health savings
account (HSA) option for state employees by January 1, 2012. This must be available for
open enrollment which starts in October.

Mr. Schoenborn, BCBSND, reviewed with the Board a HDHP plan. He contrasted it with
the existing PERS plan.

The Board had questions relating to this benefit plan.

Kevin noted that the firm they use for this service is Discovery Benefits. Ms. Michelle
Larson, Regional Manager, and Mr. Matt Feir, Senior Vice President of Discovery
Benefits, presented the Board with information relating to HSA and their specific product.
They are a national company with clients in all 50 states. They also explained what a
health savings account is and how it can be managed. It is an individually owned account
and does roll over from one year to the next. There are eligible expenditures in a health
savings account which are very similar to a flexible spending account. Ms. Larson
explained to the Board how Discovery Benefits provides member education and support.

Staff and the Board had questions of Discovery Benefits staff.

Mr. Collins reviewed with the Board options relating to obtaining services for the HSA.
Specifically the options are to bundle the service with the existing health contract or do a
separate contract. Mr. Collins noted that due to time constraints the option that would
best fit our schedule would be to bundle the service. It was the consensus of the Board
that PERS bundle the HSA service by contracting with BCBS for the HSA plan.

MISCELLANEQOUS

Contracting
Mr. Collins indicated to the Board that pursuant to Board policy, the PERS Executive

Director can award a contract for work efforts $10,000 or under and must inform the
Board. Mr. Collins reported that PERS contracted with Brady Martz to assist the
accounting division with catch up of some year end activities and to conduct financial
testing that the internal audit division usually completed, but was unable to do this year.

Board Travel

Mr. Collins reported to the Board that internal staff policy is that if staff takes their
personal vehicles (when a motor pool vehicle is available), it is reimbursed at the State
Motor Pool rate instead of the OMB rate. The State Motor Pool rate is less.
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The Board discussed and concurred that Board members, when on official PERS Board
business and using their personal vehicles, will receive the OMB rate for mileage.

DEFERRED COMPENSATION

Hardship Review Process

Ms. Allen indicated to the Board that the current procedure for hardship requests is to
have the Board review and recommend at a regularly scheduled meeting. Due to flooding
in Bismarck-Mandan area and within the state, there may be an increase in requests for
unforeseeable emergency distributions as a result of property loss and/or relocation
expenses. In anticipation of this and in order to expedite the process, PERS staff
developed an alternative to current procedures. It would grant authority for PERS staff to
review and approve hardship withdrawal requests for applicants with an unforeseeable
emergency related to flood disaster. Staff would rely on guidance from Segal in its
consideration.

The Board discussed this alternative hardship review process.

MS. EHRHARDT MOVED TO APPROVE THIS ALTERNATIVE PROCESS TO ALLOW
PERS STAFF TO CONDUCT THE HARDSHIP REVIEW PROCESS. THE MOTION
WAS SECONDED BY MS. SMITH.

There was discussion on the motion. After discussion, it was determined that the Board
will wait until the next regularly scheduled Board meeting to determine the extent of
hardship cases. Ms. Ehrhardt withdrew the motion and Ms. Smith withdrew the second to
the motion. This issue will be discussed at a future meeting, and if necessary, the Board
will hold a special meeting to review critical hardship requests.

Hardship Appeal Case #31

Ms. Allen presented detailed information to the Board on a deferred compensation
hardship withdrawal in the amount of $1,600 to cover medical and car repair expenses.
The Board discussed this appeal.

MR. ERDMANN MOVED TO DENY THE APPEAL. THE MOTION WAS SECONDED
BY MR. TRENBEATH.

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

MOTION PASSED
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FLEXCOMP

Appeal Case #32
Ms. Allen presented detailed information to the Board on a flex comp late claim appeal in
the amount of $531.13. The Board discussed this appeal.

MS. EHRHARDT MOVED TO APPROVE THE APPEAL. THE MOTION WAS
SECONDED BY MR. TRENBEATH.

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

MOTION PASSED
Appeal Case #33

Ms. Allen presented detailed information to the Board on a flex comp late claim appeal in
the amount of $240.97. The Board discussed this appeal.

MS. SMITH MOVED TO APPROVE THE APPEAL. THE MOTION WAS SECONDED
BY MS. EHRHARDT.

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

Nays: None

MOTION PASSED

Chairman Strinden called for any other business or comments. Hearing none, the
meeting adjourned at 1:15 p.m.

Prepared by,

Cheryl Stockert
Secretary to the Board



