MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13™ Ave SW, Fargo
Thursday, March 24, 2011
8:30 A.M.

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

Via Videoconference: Chairman Jon Strinden

Others Present: Mr. Sparb Collins, NDPERS
Ms. Cheryl Stockert, NDPERS
Ms. Kathy Allen, NDPERS
Ms. Deb Knudsen, NDPERS
Ms. Sharon Schiermeister, NDPERS

Via Videoconference: Mr. Kevin Schoenborn, 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
February 17, 2011 Board meeting.

MR. TRENBEATH MOVED APPROVAL OF THE FEBRUARY 17, 2011 NDPERS
BOARD MINUTES. THE MOTION WAS SECONDED BY MR. SANDAL. THE
MINUTES WERE APPROVED.

Chairman Strinden called for any questions or comments regarding the minutes of the
March 3, 2011 Board meeting.

MS. EHRHARDT MOVED APPROVAL OF THE MARCH 3, 2011 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MR. TRENBEATH. THE MINUTES
WERE APPROVED.
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PERSLink UPDATE

Ms. Schiermeister reported to the Board that PERS has been live with the new PERSLink
business system for six months. The system remains stable and daily business is being
conducted. Staff continues to work together. One big event that was accomplished is that
PERS issued the 1099r reporting on time with a minor printing glitch. In January an
employer training session was conducted and webcast for those who are on the
PeopleSoft system. There have been some issues with deferred compensation
transmissions, but PERS is now reaching the goal to get monies to the providers within
three business days. There are fewer critical issues that need to be fixed on the system.
The monthly retirement payments and new retirements are processed within the
established time frames. PERS transitioned to a new vision carrier, experienced a health
insurance rate change effective January 1, and a tax withholding table change in
February. Staff began testing the Member Self-Service portal which is an online system
for participating active employees and retirees. A plan for usability testing of the system
has been developed where PERS will be obtaining assistance from experts who will
review the system to insure the screens are user friendly, the navigation is user friendly,
and ensuring there are adequate instructions. Sagitec identified a partner to assist with
this effort. The standard at this time is to develop something that our members will like to
use and want to come back and use it again.

There has been progress on previous challenges including data extraction conversion
issues. Change management has been the biggest issue internally. Work seems to be
falling more into a routine, with routine monthly cycles, and staff is becoming more
familiar with the new processes. There is still a backlog of work in the area of employer
reporting. PERS has 2.5 temporary staff assisting with various efforts. Employer Self-
Service is very busy the first couple weeks of the month where most employers are
reporting. PERS staff works with employers one on one for those who are struggling.
Once employers become familiar with ESS, they seem to do well.

Of the over 400 employers, PERS has only 5 who are not using ESS. The interface file
with PeopleSoft for benefit enroliments still has not been implemented. It is a very high
exposure piece that impacts how things are updated on people’s paychecks. The
insurance billings for retirees problem has now been fixed. Relating to the project budget,
PERS is still on budget and anticipate being able to complete everything within that
budget. As far as operating budget, there may be a need to do a line item transfer from
contingency to either salary or operating. Overtime has been paid out, temporary staff has
been hired, and there will unplanned payouts of annual leave with one staff member
retiring in June. A proposal will be brought to the April Board meeting for your review.
Upcoming projects will be transferring PERS data to the actuaries for the annual
valuations and member annual statements will be mailed in July. The Board had
guestions of Ms. Schiermeister.
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GROUP INSURANCE

Group Life Insurance Proposals

Mr. Collins indicated to the Board that Mr. Schaefer with Gabriel Roeder Smith was at the
Board meeting to review with the Board the summary of the group life proposals. Mr.
Collins indicated the plan is to have a special meeting in early April to review the
proposals in detail, narrow them down to three or four finalists, who will then be
interviewed at the April 21 meeting. Mr. Schaefer reviewed with the Board a Summary of
the Basic Life, Supplemental Life and AD&D Request for Proposal results. The summary
included information on bidder financial ratings, minimum requirements, financial
requirements, plan design and rate comparison and administrative requirements.

BCBS 2010 Claims Audit

Mr. Reinhardt reviewed with the Board the 2010 BCBS claims processing audit. A select
sample of claims from specific areas was reviewed for accuracy. The Board had
guestions relating to the audit findings.

Employee Assistance Program Utilization
Mr. Reinhardt reviewed with the Board the 2010 utilization from the EAP providers. The
overall utilization rate is just over 9% which is consistent with previous years.

Employee Assistance Program RFP

Mr. Reinhardt reported that every two years PERS goes out to bid for the employee
assistance program. The proposed RFP was presented to the Board for this cycle. Mr.
Reinhardt noted that it had been reviewed and approved by legal counsel.

MR. LEVI MOVED TO GO FORWARD WITH ISSUING THE EMPLOYEE ASSISTANCE
PROGRAM REQUEST FOR PROPOSAL. THE MOTION WAS SECONDED BY MS.
EHRHARDT.

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

Nays: None

MOTION PASSED

RETIREMENT

457 Companion Plan/401(a) Proposals

Mr. Collins shared with the Board an update from Segal on the RFP process for this plan.
We have received eight proposals. Segal is in the process of reviewing proposals and at
the April meeting, Segal will review the results with the Board at which time finalists will
be determined.
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457 Companion Plan & 401(a) Plan 4™ Quarter 2010 Reports

Mr. Reinhardt reported that the NDPERS Investment Subcommittee reviewed the
enclosed reports and the assets in the 401(a) plan increased to $20.2 million as of
December 31, 2010. The number of participants is at 291 which is about the same as
when the plan began. Assets in the 457 Companion Plan increased to $34.3 million as of
December 31, 2010. The number of participants is increasing at 3,252.

MISCELLANEQOUS

Audit Committee Minutes
Mr. Collins referred the Board to the Audit Committee approved minutes from the
November meeting which was included in the Board materials.

Audit Committee Charter
Mr. Collins referred the Board to the Audit Committee Charter Activity Review which was
included in the Board materials.

Leqgislative Update

Mr. Collins updated the Board on PERS legislation. The funding bill for the retirement
plan, Senate Bill 2108, is still in committee; our administrative bill Senate Bill 2109
passed. Senate Bill 2110 relating to subgroups under the group insurance program
passed the Senate and is in the House. It was noted that an amendment was proposed
for the bill to make it explicit that we have the authority to hire multiple vendors. The
PERS appropriations bill, was given a do pass with no changes to the requested budget.
The high deductible health insurance plan bill was referred to appropriations; so far there
have been no objections to this bill.

Appeal 18
Ms. Allen presented detailed information to the Board on an appeal relating to a COBRA

health insurance underpayment. As a result, the health insurance premium was
underpaid for the months of December 2010 and January 2011 in the amount of $563.50.
The member did indicate they would repay the underpayment in monthly installments of
$15 over a period of 39 months. The Board discussed this appeal. Mr. Collins further
explained PERS administrative procedures relating to this appeal.

MR. SANDAL MOVED TO RELEASE THE MEMBER FROM REPAYING THE
PREMIUM UNDERPAYMENT. THE MOTION WAS SECONDED BY MR. ERDMANN.

There was further discussion on the motion.

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

MOTION FAILED
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Appeal 19
Ms. Allen presented detailed information to the Board on an appeal relating to an

overpayment of pension benefits. The overpayment of $6,748.09 has been since June 1,
1997 when the member retired and was based on an incorrect date of birth for the
spouse. The Board discussed this appeal.

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

There was further discussion on the motion and PERS internal procedures.

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

MOTION PASSED

Appeal 25
Ms. Allen presented detailed information to the Board on a member requesting that the

Board waive the 31 day separation from service requirement for distribution of the
member’s deferred compensation account. The member is requesting immediate
distribution of the 457 account to provide medical attention for her adult child of which the
medical provider requires payment in advance. The Board discussed this appeal.

MR. ERDMANN MOVED TO APPROVE THE MEMBER’S REQUEST TO WAIVE THE
31 DAY SEPARATION FOR DISTRIBUTION OF MEMBER'S DEFERRED
COMPENSATION ACCOUNT. THE MOTION WAS SECONDED BY MR. TRENBEATH.

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

MOTION PASSED

The Board suggested the PERS internal audit committee could add the issue of
underpayment and/or overpayment of premiums/benefits to be studied. The purpose
would be to determine if the errors are within a reasonable range and would be reported
and monitored by the internal audit committee. Mr. Collins indicated this could be set up
as an ongoing project and data would have to be collected going forward. He will discuss
with the internal auditor and include this on the agenda.

Mr. Collins indicated to the Board we would like to arrange a Board meeting in Fargo,
possibly in June or July.
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Chairman Strinden called for any other business or comments. Hearing none, the
meeting adjourned at 10:30 a.m.

Prepared by,

Cheryl Stockert
Secretary to the Board



