MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13" Ave SW, Fargo
Thursday, October 25, 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. Deb Knudsen, NDPERS

Mr. Bryan Reinhardt, NDPERS

Ms. Rebecca Fricke, NDPERS

Mr. Srinivas Goluguri, NDPERS

Ms. Jan Murtha, Attorney General’'s Office
Mr. Kevin Schoenborn, BCBSND

Mr. Brad Ramirez, Segal

Ms. Tammy Dixon, Segal

Via Videoconference: Ms. Onalee Sellheim, BCBSND
Ms. Tara Roberts, 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
September 19, September 20, and October 11, 2012 Board meetings.

MR. SANDAL MOVED APPROVAL OF THE SEPTEMBER 19, SEPTEMBER 20 AND
OCTOBER 11, 2012 NDPERS BOARD MINUTES. THE MOTION WAS SECONDED BY
MS. SMITH. THE MINUTES WERE APPROVED.
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RETIREMENT AND RETIREE HEALTH INSURANCE CREDIT

Actuarial Valuations

Mr. Collins stated that representatives from Segal will be reviewing the annual actuarial
valuations of the retirement systems which are done yearly in October. These reports will
be presented to the Legislative Employee Benefits Committee.

Mr. Ramirez and Ms. Dixon from Segal presented information relating to the actuarial
valuations. Information included: overview of the valuation process; summary of valuation
highlights; membership and demographics; and valuation results and projections. Risks to
the system include continued aging of population, unforeseen demographic shocks, and
change in asset return environment. The Board had questions and discussed the
valuations with Segal.

Retirement Legislation

Mr. Collins reviewed the retirement recovery plan legislation with the Board. There are
three goals which are to stop the downward trend, stabilize the plan and put it in a path to
100%. The first two years of the recovery plan accomplished the first two goals.
Regarding the law enforcement plan with prior service, that plan has employees from BCI
(through Attorney General's Office) and employees from political subdivisions. It was
started as a political subdivision law enforcement plan only and BCI was included a few
years ago. For this plan, it was planned to have a .5% increase for the employer and
employee. Last session the BCI contribution went up 1% each year which is the same
amount as state employees. As of January 1, 2013 the BCl employees and employer are
paying 10.31% and the remainder of them are paying 9.31% into the plan. If these
contributions are equalized among the BCI and political subdivision members, then the
Bill will have to be amended to eliminate the BCI increase.

MR. TRENBEATH MOVED TO STANDARDIZE THE CONTRIBUTION RATES FOR
THE BCI AND POLITICAL SUBDIVISION MEMBERS IN THE LAW ENFORCEMENT
PLAN WITH PRIOR SERVICE AND TO AMEND THE BILL ACCORDINGLY. THE
MOTION WAS SECONDED BY MR. SAGE.

The Board further discussed this issue.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED
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GASB/Moody’s

Mr. Ramirez, Segal, reviewed with the Board information and changes relating to the
Governmental Accounting Standards Board (GASB) pension accounting and financial
reporting standards. It relates to the GASB Statement 67 (pension plans) and GASB
Statement 68 (employer accounting and financial reporting for pensions). He also
reviewed Moody’s proposed pension adjustments. The GASB change would be effective
for plan reporting beginning after June 15, 2013. Employers in pooled plans will have a
portion of the net pension liability assigned to their balance sheet. The faster recognition
of net pension liability changes will introduce much greater volatility in the reported
expense for financial reporting. Mr. Ramirez noted that the GASB change only applies to
financial reporting and not to funding planning. Mr. Ramirez reported that Moody’s is
considering adjustments in pension plans reporting in the public sector with the goal of
improving comparability. The Board had questions relating to this information.

Deferred Normal Retirement Option

Mr. Collins reported this had been discussed at the last meeting and explained that this
issue relates to members who meet their normal retirement age, age 65 or rule of 85.
Years ago PERS came up with the deferred normal retirement option for members who
leave employment after meeting their normal retirement date but elect not to start
drawing. Under procedures in place at that time they would get a lump sum payment of
the missed retirement payments. For some this had tax consequences. Therefore, an
additional option was approved by the legislature that allowed members to elect to have
the missed payments spread over their lifetime and added on to the annuity. The tables
that were built at that time by Segal had a built in assumption of 8%. The Board discussed
this with staff and Segal.

MR. ERDMANN MOVED TO CHANGE THE TABLES TO A 4% ANNUITIZATION
RATE. THE MOTION WAS SECONDED BY MR. TRENBEATH.

The Board further discussed this issue.

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

MOTION PASSED

Job Service COLA

Ms. Allen informed the Board that the Bureau of Labor Statistics publicized there will be a
1.7 percent COLA increase for the federal Civil Service Retirement Plan. The Board is
authorized under Article VIl (3) of the Job Service Plan document to give an increase to
Job Service retirees based on what is provided to federal employees. The last increase
for annuitants in this system was 3.6% effective December 1, 2011. It was also noted
that this increase is less than the actuarially assumed increase and it represents a gain to
the system.
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MR. SANDAL MOVED APPROVAL OF A 1.7 PERCENT INCREASE FOR JOB
SERVICE ANNUITANTS EFFECTIVE DECEMBER 1, 2012. THE MOTION WAS
SECONDED BY MR. SAGE.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Job Service Liability Driven Investment Study

Mr. Collins reported that it was decided at the June meeting to move forward with a
liability driven investment study of the Job Service retirement plan. Callan discussed this
concept at the June meeting and a proposal was received from them at a cost of $62,000.
The Board requested that the Retirement and Investment Office check with SEI, a
company that has done these studies for PERS in the past. SEI indicated they could
undertake this effort for PERS at no charge because we are an existing client.

MR. TRENBEATH MOVED APPROVAL TO HAVE SEI DO A LIABILITY DRIVEN
INVESTMENT STUDY OF THE JOB SERVICE RETIREMENT PLAN. THE MOTION
WAS SECONDED BY MR. ERDMANN.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

GROUP INSURANCE

Legislation
Mr. Collins reported that the Legislative Employee Benefits Committee will be meeting

next week. He reported that the health care reform bill changes the definition of temporary
employee to provide that those employees that work an average of 30 hours per week or
more would only be required to pay 9.5% of their income for single health plan coverage.
The federal legislation only requires that those employees that meet certain income
requirements to be eligible for this provision. The PERS bill as proposed does not include
the income requirement provision. The Board discussed this information.

MR. SANDAL MOVED APPROVAL TO INCLUDE THE INCOME REQUIREMENT FOR
TEMPORARY EMPLOYEES IN BILL 101 TO BE CONSISTENT WITH THE FEDERAL
DEFINITION. THE MOTION WAS SECONDED BY MS. SMITH.
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Ayes: Mr. Trenbeath, Mr. Sandal, Ms. Smith, Mr. Erdmann, Mr. Sage, and Chairman
Strinden

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Wellness Initiative Update

Ms. Fricke reported that at the June meeting an overview of the NDPERS Wellness
Engagement Project in collaboration with the Lt. Governor was announced. Ms. Roberts,
BCBSND, provided an update on this effort to the Board which included information
relating to the Daily Dose of Wellness Member Webinars and Wellness Leadership
Webinar.

DEFERRED COMPENSATION

Hartford Update

Mr. Collins reported that a conference call was held with Hartford. Staff reviewed with
them the Board’s position that both MassMutual and Hartford will be asked to sign the
provider agreement; that there must be a separate administrative memorandum detailing
which party has lead responsibilities for each item in the provider agreement; and that
once MassMutual assumes the lead responsibility, a transition period be established to
allow members to leave the plan without penalty. It was indicated to Hartford that this
should be accomplished by November 12. Mr. Collins indicated that approximately 50%
of the participants who would have passed the exit period and they can leave without

penalty.

MISCELLANEOUS

Personnel Policies

Ms. Allen indicated that due to a recent review of the OMB Human Resource Policy
Manual, a new chapter was added that includes Infants at Work policy. Also proposed
was an adjustment to the FMLA Policy in Chapter 12. The Board discussed the Infants at
Work policy with concerns that if approved, it not affect PERS work efforts.

MS. SMITH MOVED APPROVAL OF THE PERSONNEL POLICIES. THE MOTION
WAS SECONDED BY MR. SANDAL.

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

MOTION PASSED
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FLEXCOMP

ADP Update
Mr. Collins reported that the contract with ADP has been completed and PERS is moving

forward with implementation.

Flexcomp Appeal Case ID97

Ms. Allen presented detailed information to the Board regarding a flexcomp appeal where
the participant is appealing the payment from the 2012 medical spending account to
cover expenses incurred during the 2012 grace period. The participant intended to have the
claim paid out of the 2011 account balance. The Board discussed this flexcomp appeal.

MR. SANDAL MOVED APPROVAL OF THE MEMBER APPEAL TO REPROCESS
THE CLAIM FROM THE 2011 ACCOUNT BALANCE. 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

Chairman Strinden called for any other business or comments. Hearing none, the
meeting adjourned at 11:40 a.m.

Prepared by,

Cheryl Stockert
Secretary to the Board
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