MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13" Ave SW, Fargo
Thursday, March 28, 2013
8:30 A.M.

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

Via Teleconference: Mr. Levi Erdmann
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
Mr. Michael Carlson, BCBSND

Mr. Michael Potts, BCBSND

Ms. Stacy Duncan, BCBSND

Ms. Jodi Crouse, BCBSND

Mr. Brent Solseng, BCBSND

Via Videoconference: Mr. Jim Wynstra, BCBSND
Ms. Onalee Sellheim, BCBSND

Via Teleconference: Mr. Bill Hickman, Gabriel Roeder Smith

Chairman Strinden called the meeting to order at 8:30 a.m.
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Chairman Strinden called for any questions or comments regarding the minutes of the
February 21, 2013 Board meeting.

MS. EHRHARDT MOVED APPROVAL OF THE FEBRUARY 21, 2013 NDPERS
BOARD MINUTES. THE MOTION WAS SECONDED BY MR. TRENBEATH. THE
MINUTES WERE APPROVED.

RETIREMENT

Leqgislation Update

Mr. Collins reported that the recovery plan bill (SB 2059) did not pass in the House this
past week. The PERS administrative bill (SB 2060) is being considered in the House this
week as well as the defined contribution bill (HB 1452) is being considered in the Senate.

Mr. Collins further reviewed the implications of not passing the recovery plan with
information provided by Segal. He explained how the unfunded liability will continue to
grow. Concerning House Bill 1452, it was heard before the Senate, and Mr. Collins
indicated there was a group of members testifying who are currently in the defined
contribution plan who want the opportunity to get back into the defined benefit plan. Segal
has looked at this issue and concluded there would be no adverse selection.

HCR 3003 was submitted and passed by the House. This bill would put dollars into a
state retirement stabilization fund available to address unfunded liability issues. This is a
constitutional amendment that must go to the vote of the citizens. If passed, the funds will
be put into a separate fund managed by the State Treasurer which will be deposited in
the Bank of North Dakota. There is no prudent investor rule included that would allow
diversification. Consequently, it was noted in a review by Segal that the unfunded liability
of PERS will grow faster than the funds going into the state retirement stabilization fund
and therefore this would not solve the long term funding challenge facing PERS.

GROUP INSURANCE

BCBS Annual Review

Mr. Schoenborn introduced BCBS staff that will be presenting the annual report to the
Board. Mr. Wynstra, BCBSND, reviewed financial information including the annual trend,
year to date incurred claims per contract and claims trend.

Ms. Crouse, BCBSND, reviewed the following with the Board: membership and
demographics, total payments, paid per member per month and allowed amount, 2012
allowed by product, 2012 per member per month by relationship, high dollar cases for
actives, early retirees, and Medicare retirees, and 2012 provider discounts.
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Mr. Solseng, BCBSND, reviewed the pharmacy management program with the Board
including information relating to: pharmacy management objectives, employer attitudes,
prescription information (including paid per prescription, generic utilization rate and top
give prescriptions by payments for actives), quarterly prescription spending, specialty
drugs, and PrimeSpecialty mailing.

Mr. Solseng also reviewed the health management section of the annual report which
included information relating to health improvement programs, preventive services,
cancer screening measures, MediQHome, MediQHome by disease burden, MediQHome
clinical outcome measures, and Accordant Care program.

Ms. Duncan, BCBSND, presented the wellness program items to the Board which
included information on the HealthyBlue Program participation and results, Health club
credit participation.

Mr. Schoenborn, BCBSND, reviewed the performance standards and guarantees with the
Board.

Mr. Carlson, BCBSND, presented the pulse points to the Board which is areas where
opportunities for improvement in the future are noted. Mr. Carlson also introduced a new
campaign titled “Well by Design”. The purpose of this program is to generate excitement,
engage people and empower them for self-accountability for their own health. This will be
a new communication strategy used to: encourage healthy behavior, increase awareness
and engagement in MediQHome, Accordant, Prenatal Plus, and Member Advocacy
programs. There will be targeted focus areas that are simple, realistic, where members
can succeed.

The Board discussed this report and questions were answered by BCBSND staff.

BCBS Rates

It was noted that BCBS reviews PERS plan rates each February after the renewal. The
review was conducted and it was concluded that the rates submitted will remain in place.
Mr. Schoenborn, BCBS, added that the trends have been slightly higher for both the
actives and retirees.

Legislation Update

It was reported that House Bill 1058 has passed both the House and Senate and is
awaiting the Governor’s action. House Bill 1059 is on the calendar today in front of
Senate Appropriations Committee.

Employee Assistance Program RFP

Ms. Allen provided the Board with the EAP request for proposal including the timeline for
the 2013-2015 biennium selection. Staff proposed that the current three vendors be
allowed to file a renewal. The vendors must still meet the minimum requirements in order
to be approved.
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MR. TRENBEATH MOVED APPROVAL OF THE EMPLOYEE ASSISTANCE
PROGRAM REQUEST FOR PROPOSAL, AND THAT CURRENT VENDORS BE
ALLOWED TO FILE A RENEWAL. THE MOTION WAS SECONDED BY MS.
EHRHARDT.

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

MOTION PASSED
Health Savings Account Agreement

Ms. Allen indicated that the Health Savings Account Agreement has been reviewed and
found acceptable by staff and legal counsel for the 2013-2015 biennium.

MR. SANDAL MOVED APPROVAL OF THE HEALTH SAVINGS ACCOUNT
ADMINISTRATIVE SERVICES AGREEMENT FOR THE 2013-2015 BIENNIUM. THE
MOTION WAS SECONDED BY MS. SMITH.

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

MOTION PASSED

NDPERS Inpatient Claims Comparison

Mr. Reinhardt reviewed the 2010 inpatient comparison with the Board. This compares the
NDPERS claims with the national hospital discharge survey. NDPERS has about 73% of
the 2010 national average episodes, with some areas higher than the national average.
The Board had questions relating to this report.

Long Term Care Insurance

Ms. Allen reported that Mr. Hickman with Gabriel Roeder Smith was attending via
conference call to present information regarding long term care insurance products and
the RFP they recently prepared for PERS. Mr. Hickman reported that nationwide there
are only a few companies in the market that offer group long term care insurance
products. The policy presently offered by PERS is not a group product since there was
not sufficient interest generated to meet the minimum participation requirement and it is
not partnership qualified. An observation is that any product offered by PERS can be
purchased by members as effectively directly from the market.

The Board discussed this and concluded that Schmidt Insurance Agency be invited to
present additional information on long term care insurance for further consideration before
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the decision is made to do a request for proposal for our members. Chairman Strinden
indicated that this will be put on a future agenda for further review and discussion.

DEFERRED COMPENSATION

Provider Compliance Update

Ms. Knudsen reported that since the February meeting, PERS held an amnesty week as
a solution for providers to attend training via the web. Unfortunately, not many providers
took advantage of this training opportunity. The provider companies were notified of their
agents who had not completed the required training. There are 64 individuals still out of
compliance. Staff will continue to update the Board on this issue.

4™ Quarter Investment Report

Mr. Reinhardt reported that assets in the 401(a) increased to $24.4 million as of
December 31, 2012. Assets in the 457 Companion Plan increased to $44.7 million as of
December 31, 2012. Participants have increased to 4,166 and most are in the TIAA-
CREEF life cycle funds. The Investment Subcommittee met and determined there were no
funds as underperforming for the quarter.

MISCELLANEQOUS

Audit Committee
The Audit Committee Charter Activity Review report, Internal Audit Annual Report, and
November 21, 2012 approved Audit Committee minutes were shared with the Board.

RIO Update
Mr. Sandal updated the Board on the recruitment efforts of the Chief Investment

Officer/Executive Director of RIO. He indicated that the State Investment Board identified
a subcommittee to proceed with finding candidates for the Executive Director/CIO position
at RIO. The Committee is chaired by Lieutenant Governor Drew Wrigley. Other
committee members are Land Commissioner Lance Gaebe, State Treasurer Kelly
Schmidt, Bob Toso, who represents TFFR Board, and Mr. Sandal representing NDPERS
Board. As reported last month, there was a significant number of applications received.
Applicants were ranked and the committee reviewed the top 30 candidates provided.
After review of those candidates, the entire subcommittee met and it was decided they
wanted to expand the number of candidates from what they currently had. The
subcommittee voted to issue an RFP to now use the services of an executive search
committee. The RFP was issued March 6. The proposals were due back March 27. Mr.
Sandal will be meeting with members of the subcommittee and representatives of State
Purchasing to review the RFP’s that were received. On the best case scenario if the RFP
is awarded on April 8 and there are no protests, a contract will be able to be signed
relatively quickly and a search consultant could be on board by April 27. If, for some
reason, there are protests, worst case scenario it would be delayed until May 27. The
Lieutenant Governor sent a memorandum to all clients including the PERS Board. It was
explained what the process would be so that those entities that do business with the SIB
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have been informed. A letter was sent by the Lieutenant Governor to all applicants
informing them that the services of the search consultant were going to be used in an
effort to further expand the candidate pool and that if they wished to be considered
further, they will need to reapply through the search consultant.

Chairman Strinden called for any other business or comments. Hearing none, the
meeting adjourned at 11:05 a.m.

Prepared by,

Cheryl Stockert
Assistant to the Board
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