MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13" Ave SW, Fargo
Thursday, May 17, 2012
8:30 A.M.

Members Present: Mr. Levi Erdmann
Ms. Joan Ehrhardt
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. Sharon Schiermeister, NDPERS
Ms. Kathy Allen, NDPERS
Mr. Bryan Reinhardt, NDPERS
Mr. Srinivas Goluguri, NDPERS
Ms. Jan Murtha, Attorney General’'s Office
Mr. Roderick Crane, TIAA-CREF
Mr. Pat Pechacek, Deloitte
Mr. Steve J. Kraus, Deloitte
Mr. Kevin Schoenborn, BCBSND

Via Videoconference: Ms. Tara Roberts, BCBSND
Ms. Onalee Sellheim, BCBSND
Mr. Jim Wynstra, BCBSND
Ms. Jodi Crouse, BCBSND
Mr. Brent Solseng, BCBSND
Ms. Peg Dickelman, Noridian Insurance Services

Via Teleconference: Mr. Casey Martin, Prime Therapeutics

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
April 19, Board meeting.



NDPERS Board Meeting
May 17, 2012
Page 2 of 7

MR. TRENBEATH MOVED APPROVAL OF THE APRIL 19, 2012 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MS. SMITH. THE MINUTES WERE
APPROVED.

DEFERRED COMPENSATION/DEFINED CONTRIBUTION

TIAA-CREF Update

Mr. Collins reviewed the Registered Investment Advisors (RIA) program with the Board.
This option can provide employees with the choice to work with their local advisors and is
similar to the broker network program with Hartford. Mr. Collins indicated we are looking
for Board authorization for PERS to proceed to develop an implementation plan for this
program should it be considered.

Mr. Crane, TIAA-CREF, presented the benefits of the RIA program and explained the
various ways the RIA service can be structured. An RIA acts as a fiduciary for the
exclusive interests and benefit of the participants. He explained the qualifications of the
RIA, that they must be registered with the SEC or state securities regulatory agency if the
advisor is exempt from the SEC registration requirements. Mr. Crane provided
information on the North Dakota requirements as provided by the North America
Securities Administration Association. He explained that participants can continue to
work with the TIAA-CREF representatives for no additional fees as they are currently
doing.

The Board had questions on this option relating to cost, quality of service and value of this
service. Mr. Crane further explained the pro’s and con’s of this option. The Board
discussed the due diligence that would be placed on the Board and staff to monitor the
RIA’s. Mr. Crane explained that a position could be taken to require the TIAA-CREF RIA’s
to indemnify themselves to the participants. Mr. Collins indicated that currently PERS has
numerous independent agents/investment advisors for other deferred compensation
product lines and that many participants are comfortable with having an agent to advise
them on investments. Mr. Crane informed the Board that TIAA-CREF would handle the
relationships with the RIA’s to set them up on the network and billing system as well as
reporting back to PERS.

MR. SANDAL MOVED TO AUTHORIZE STAFF TO CONTINUE WITH THE
IMPLEMENTATION PLAN TO OFFER THE REGISTERED INVESTMENT ADVISORS
OPTION WITH TIAA-CREF, WITH FINAL APPROVAL BY THE BOARD PRIOR TO
IMPLEMENTATION. THE MOTION WAS SECONDED BY MR. ERDMANN.

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

MOTION PASSED
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Hartford Update

Mr. Collins reported that at the last meeting it was shared that staff had become aware
through publications that Hartford was selling its retirement line of business. Based on
Board action, a letter was sent to Hartford requesting clarification. Information in the
Board book included the letter that was sent with their response confirming they are
selling their retirement business. Legal Counsel reviewed our existing contract with
Hartford and provided information to the Board. Mr. Collins indicated Segal Advisors was
contacted and is available to provide assistance to NDPERS.

Mr. Collins offered three recommended actions to be considered. First, staff should write
to Hartford thanking them for the letter, but advise them that when they sell this business,
that the Hartford product with PERS doesn’t necessarily automatically transfer to the next
company. The new company is going to have to sign agreements with PERS. In addition,
the letter should advise Hartford that it would be PERS position that since they are selling
this line of business, from our perspective it means they are leaving our plan, therefore,
our members should have the opportunity to transfer with no exit penalties. He reported
we would have them respond by the next Board meeting. Second, now that it has been
confirmed through the letter that they are going to sell this line of business, we would
send a letter to our members with this information. Third, since most members work with
a provider representative, we would also send them a letter notifying them of Hartford’'s
plan.

Ms. Murtha reviewed with the Board statutory sections, administrative rules, and
Agreement provisions relating to options available to the Board under the Agreement in
the event Hartford fails to meet various responsibilities. The Board had questions of Ms.
Murtha.

MR. SANDAL MOVED THAT STAFF PROCEED WITH THE LETTER TO HARTFORD,
THE MEMBER NOTIFICATION, AND THE PROVIDER NOTIFICATION. THE MOTION
WAS SECONDED BY MR. TRENBEATH.

The Board has further questions relating to these notifications which were discussed with
Legal Counsel.

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

MOTION PASSED
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GROUP INSURANCE

Health Insurance RFP

Mr. Pechacek, Deloitte, presented an overview of the highlights of the group health
insurance request for proposal (RFP). He indicated that based on the decision from the
Board, it was decided to go to bid for two years for fully insured only with a single vendor.
The reason for this approach was because of the uncertainty in the health care market as
a result of health care reform. The health bid requests the cost of renewing PERS existing
plans which include the grandfathered plan, the non-grandfathered plan, the HDHP/HSA
plan and the retiree plans. Proposers are asked to price a range of alternative plan
design/scope of benefits so the Governor’'s Office and the Legislature can see the effects
that various levels of funding have on the benefits. Mr. Pechacek indicated the RFP will
be released on Friday, May 25. The Board had questions relating to the health insurance
RFP.

Mr. Collins indicated that the RFP provides for continuing the PERS wellness programs.
He reviewed the changes with the Board relating to increases in the deductibles,
coinsurance maximums, office visit copay, and prescription copays and coinsurance.
Staff will obtain information on the costs to cover colonoscopy as well as contraceptives
pursuant to national standards. The Board further discussed the health insurance plan
design options. The Board concurred to include more options for the formulary generic
copay.

MS. SMITH MOVED APPROVAL TO PROCEED WITH THE GROUP HEALTH
INSURANCE REQUEST FOR PROPOSAL. THE MOTION WAS SECONDED BY MR.
SAGE.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Health Care Exchanges

Mr. Collins introduced Mr. Kraus with Deloitte who presented information relating to the
health care reform including the public health care exchanges. Mr. Kraus indicated that alll
states will have an exchange available by January 1, 2014. He presented the Board with
information relating to activity as of March 1, 2012 on development of state exchanges.
Mr. Kraus reviewed information relating to health insurance exchanges that included:
What's in the law (the state and federal roles, and coordination with Medicaid); Program
structure; Tax credits and cost sharing; Coordination with many stakeholders; the four
potential exchange models (Retail Clearinghouse Exchange, Market Curator, Information
Aggregator, and Guided Exchange for Active Purchaser); and explanation of private
exchanges. The Board had questions relating to this information.
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Quarterly Executive Summary

Mr. Schoenborn, BCBSND, reported to the Board that staff from BCBS will be reviewing
the Quarterly Executive Summary, first quarter of 2012. Mr. Wynstra reviewed the
financial/trend analysis with the Board. The twelve month moving average trend is down
and he indicated this will probably continue. He reviewed the incurred claims for actives
and Medicare retirees paid through April 30, 2012.

Ms. Crouse reviewed the following with the Board: membership and health utilization;
claims paid per member per month; claim type paid per member per month; high dollar
cases; and prescription drug analysis. Ms. Crouse reviewed the performance standards
and guarantees which analyzed the measures to be achieved to date. Measures include
cost management, health outcome, operational performance, and provider network
management.

Ms. Roberts presented an overview of the wellness programs including: HealthyBlue,
Health Club Credit, member engagement and education program participation. Also
presented was information relating to completed and ongoing activities, cost savings
opportunities as well as future considerations. The Board had questions relating to this
report.

Rx Update
Mr. Collins reported that included in the Board book was information provided in follow-up

to questions at the last meeting. Prime Therapeutics shared thoughts on possible plan
design changes for generic drugs. Mr. Martin, Prime Therapeutics, indicated that at the
last Board meeting it was proposed to increase the copay for generics to $10. After
discussion with the Board, it was decided to look at another incremental cost increase
(possibly $7.50) for generics. The Board concurred.

Dental RFP

Ms. Allen reviewed the final draft of the group voluntary dental request for proposal (RFP)
with the Board. Segal has been working with staff in developing this RFP. If approved, the
RFP will be released on May 22, 2012.

MR. ERDMANN MOVED APPROVAL TO PROCEED WITH THE GROUP VOLUNTARY
DENTAL REQUEST FOR PROPOSAL. THE MOTION WAS SECONDED BY MR.
TRENBEATH.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED
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FLEX COMP

Flex Comp Program

Mr. Collins reported that currently PERS is using PeopleSoft for claims processing and
reimbursement of flex comp claims. Since the January planning meeting, staff has been
obtaining information on outsourcing the flex comp claims processing and payment. Staff
has also reviewed the PeopleSoft system with ITD and is awaiting further information.
Mr. Collins noted that if PERS was to outsource this service, it would need to have the
appropriation authority to pay for the service starting in the next biennium. It was
suggested that PERS seek to amend our administrative bill to provide a continuing
appropriation to pay the cost of outsourcing this service. The Board discussed the option.

MR. TRENBEATH MOVED APPROVAL TO SEEK A CONTINUING APPROPRIATION
FOR OUTSOURCING OF THE FLEX COMP CLAIMS PROCESSING IN THE PERS
ADMINISTRATIVE BILL. THE MOTION WAS SECONDED BY MS. SMITH.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

MISCELLANEQOUS

PERS Budget

Ms. Schiermeister provided the Board with an update on the current biennium budget as
well as sought direction for preparation of the 2013-15 biennium budget. Based on
current projections, Ms. Schiermeister reported that a line item transfer is not anticipated.
She reported that as a result of the Hay Group changes to the state salary ranges,
fourteen PERS staff were moved up to the minimum of their ranges which has been
accommodated within the current budget; however, it has created equity issues. In order
to address this, staff recommended developing an optional salary equity package to be
included in the 2013-15 budget request. The Board had questions relating to the budgets.

MR. SANDAL MOVED TO AUTHORIZE STAFF TO PROVIDE THE OPTIONAL
SALARY EQUITY PACKAGE TO BE INCLUDED IN THE 2013-2015 BUDGET
REQUEST. THE MOTION WAS SECONDED BY MS. SMITH.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED



NDPERS Board Meeting
May 17, 2012
Page 7 of 7

Board Election Update

Ms. Allen provided an election update to the Board. There is one nominee for the active
vacancy on the PERS Board and it is Mr. Mike Sandal with the Department of
Transportation. Ballots are scheduled to be sent to membership on May 29 with the final
election results coming to the full PERS Board at the June meeting.

Executive Director Evaluation

Chairman Strinden indicated that it is time to complete the yearly evaluation of the
Executive Director. Mr. Sage, Ms. Smith, and Chairman Strinden volunteered to serve on
the committee to do the yearly Executive Director evaluation.

MR. SANDAL MOVED APPROVAL OF THE EXECUTIVE DIRECTOR EVALUATION
COMMITTEE. THE MOTION WAS SECONDED BY MR. TRENBEATH.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Chairman Strinden had to leave the meeting and appointed Mr. Sage acting Chairman.
Mr. Sage called for any other business or comments.

The Board discussed the information included in the Board books that had confidential,
proprietary, or unauthorized use copying annotations noted on vendor documents. Mr.
Collins indicated that PERS Board meetings are open, and as such, all documents
presented before the Board are open record. Vendors are advised of this when they
submit material that is marked as confidential/proprietary. Legal Counsel indicated that all
contracts include a clause that NDPERS is a governmental entity and must comply with
the open records and meetings law.

There being no further business, the meeting adjourned at 11:45 a.m.
Prepared by,

Cheryl Stockert
Secretary to the Board
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