MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13™ Ave SW, Fargo
Thursday, September 17, 2009
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

Mr. Bryan Reinhardt, NDPERS

Ms. Kathy Allen, NDPERS

Ms. Deb Knudsen, NDPERS

Ms. Sharmain Dschaak, NDPERS

Ms. Rebecca Fricke, NDPERS

Mr. Aaron Webb, Attorney Generals Office
Mr. Mark Meyer, Van Iwaarden Associates
Mr. Mark Schulte, Van Iwaarden Associates (via phone)
Mr. Mark Halvorson, Medica

Mr. Mike Reishus, Medica

Mr. Bill Kalanek, AFPE

Mr. Alan Person

Via Videoconference: Mr. Kevin Schoenborn, BCBSND
Ms. Jodi Crouse, BCBSND
Ms. Onalee Sellheim, BCBSND
Mr. Jayme Steig, NDPhA

Chairmain 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
August 20, 2009 Board meeting.
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MR. SANDAL MOVED APPROVAL OF THE AUGUST 20, 2009 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MS. SMITH. THE MINUTES WERE
APPROVED.

GROUP INSURANCE

Medica Presentation

Mr. Collins introduced representatives from Medica who had reviewed their health plan
with the PERS Board last year. Mr. Mark Halvorson and Mr. Mike Reishus presented an
update on the Medica health plan to the Board. Mr. Halvorson reported that Medica is the
second largest North Dakota health insurer; they provide a state-wide provider network,
are a not for profit and are fiscally strong. As reported, they are very interested in
providing health care coverage to NDPERS members. The Board had questions relating
to the Medica plan which were addressed by Mr. Halvorson.

OPEB Valuation

Mr. Collins introduced Mr. Mark Meyer and Mr. Mark Schulte with Van Ilwaarden
Associates who were present to review the results of the OPEB Valuation with the Board.
Mr. Collins indicated that this valuation was prepared so the state could report this on its
state financials and the information will be shared with the legislative committee. Mr.
Schulte explained to the Board that this valuation measures the implicit costs associated
with pre-Medicare retirees. The implicit subsidy is the difference in cost between the
premium charged pursuant to the statutory formula and the actual cost of the plan. The
difference in the expected cost and the premium being paid is a liability that needs to be
reflected on GASB Statement 45. The Board had questions that were answered by Van
lwaarden staff.

Diabetes Management Program

Mr. Steig, Clinical Coordinator for the Disease State Management of Diabetes, reviewed
three new proposals with the Board and sought their approval on additional promotion
and incentives for the program in an attempt to increase participation. Mr. Steig reported
there are currently 330 out of approximately 2,000 eligible members participating in the
program. Staff recommends approval of two of the three proposals, and had reservations
on approving promoting this program at the pharmacy. The Board discussed these
proposals.

MR. ERDMANN MOVED TO APPROVE THE PROPOSAL TO GIVE PERMISSION TO
USE DATA. THE MOTION WAS SECONDED BY MR. SAGE.

The Board discussed this motion. After discussion, an amended motion was made.

MS. SMITH MOVED TO APPROVE THE PROPOSAL TO GIVE PERMISSION TO USE
THE DATA AND TO INCLUDE DIABETIC TESTING SUPPLIES IN THE MEMBER
COPAY INCENTIVES, AND REQUESTED REVIEW OF THE PARTICIPATION LEVELS
IN CONJUNCTION WITH THE EVALUATION TO BE COMPLETED BY UND NEXT
SUMMER. THE MOTION WAS SECONDED BY MR. SANDAL.
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Ayes: Mr. Sage, Mr. Sandal, Ms. Smith, Mr. Trenbeath, and Chairman Strinden
Nays: Mr. Erdmann
Absent: Ms. Ehrhardt

THE MOTION PASSED; THE MAIN MOTION WAS RESCINDED.

BCBS Audit

Mr. Collins provided the Board with information on the BCBS audit done by the Insurance
Department. BCBS will have 30 days to respond. Mr. Collins suggested that at the
October meeting we invite a representative from the ND Insurance Department to review
with the Board information on the audit and to follow up with BCBS at the November
meeting relating to PERS concerns identified in the April 21, 2009 letter. The Board
concurred. In addition, the Board discussed the implications of the audit findings on the
PERS contract with BCBS.

MR. SANDAL MOVED THAT PERS ASK LEGAL COUNSEL AND STAFF TO REVIEW
THE PERS CONTRACT TO DETERMINE IF ANY POSSIBLE COURSE OF ACTION
SHOULD BE CONSIDERED TO SEEK REIMBURSEMENT FOR ANY OVERCHARGES
OR OTHER RECOVERIES AS A RESULT OF THE ACTIONS OF BCBS. THE
MOTION WAS SECONDED BY MR. SAGE.

The Board discussed this motion.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Pharmacy Benefit Manager Audit

Mr. Collins referred the Board to the PMB Audit Request for Proposal included in the
Board book for their consideration and approval. The PERS Audit Committee has
recommended the audit and note that we have not done one in the past. Mr. Collins could
not say for sure how much this audit would cost. The Board discussed the RFP. It was
noted that if there were any recoveries they would go back to the PERS health account
and due to the projected losses for this biennium, they would likely be used to offset that
loss. Therefore, it was noted that if we do proceed with this project, the primary benefit
will be the knowledge gained.
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MS. SMITH MOVED TO APPROVE THE PBM AUDIT REQUEST FOR APPROVAL,
AND BEFORE IT IS AWARDED, THE BOARD WOULD MAKE A DECISION
DEPENDENT ON THE COST. THE MOTION WAS SECONDED BY MR. ERDMANN.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Medicare Part D Renewal

Mr. Collins referred the Board to the Medicare Part D renewal for 2010 (January through
December) for their consideration and approval, noting that the proposed renewal has no
increase in premiums. It has further noted that it had been reviewed with Gallagher
Benefit Services. Mr. Collins noted the renewal was reasonable and recommended its
approval.

MR. SAGE MOVED APPROVAL OF THE 2010 MEDICARE PART D RENEWAL. THE
MOTION WAS SECONDED BY MR. SANDAL.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

2009-2011 Plan Projections

Mr. Collins reviewed with the Board the draft health plan projections for the next biennium
from GBS. It was noted that this was the first draft and additional work was required.
Staff will continue to work on these projections, refine them, and discuss again at a future
Board meeting.

2009-2011 Plan Design

Mr. Collins referred the Board to the last meeting where a member appeared expressing
concerns on the notice for pre-Medicare plan design changes. Staff reviewed this and
found that active members were sent one newsletter with the changes and the pre-
Medicare and retired members were sent a second newsletter with the retired plan design
changes. However, with the retiree plan no longer being the same as the active and pre-
Medicare plan design, it caused the pre-Medicare retirees not to receive the appropriate
information. In the future, PERS will implement a special mailing or other communication
strategy to pre-Medicare retirees about plan design changes. Mr. Collins indicated to the
Board that this information was very helpful and thanked the member for bringing this to
staff attention.
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Wellness Program

Mr. Collins noted that one of the conclusions from the final UND pilot wellness report was
that effective employer-based programs help reduce costs. One key component of a
successful program is technical support and assistance. Mr. Collins noted that our
wellness program currently does not provide such support. Staff has, at a conceptual
level, worked with BCBS to develop an idea to have a position at BCBS that would work
half-time exclusively on PERS wellness activities. The Board discussed this proposal and
had questions of staff.

MR. SANDAL MOVED THAT STAFF SHOULD CONTINUE TO EXPLORE THIS IDEA
AND MOVE FORWARD. THE MOTION WAS SECONDED BY MS. SMITH.

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

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

Tobacco Cessation Grant

Ms. Allen informed the Board that the Health Department has approved the grant to
continue to fund the Tobacco Cessation program for state employees and their eligible
dependents. A post card announcing the program was sent out to subscribers in August.

Surplus/Affordability Update

Mr. Reinhardt presented the July projections to the Board. .At this time the plan is
projected to take a loss of $6.2 million. Since the plan is fully insured, this liability is the
responsibility of BCBS

RETIREMENT

Job Service Level Income Option

Ms. Allen reported that in the course of developing the new business system, staff has
identified an inconsistency in the payment procedure relating to the Job Service Uniform
Income retirement option. Ms. Allen went on to explain the inconsistency and
recommended to change the reduction date to the first of the month coinciding with
commencement of the member’s Social Security retirement benefits. Upon Board
approval, the change will become effective October 1, 2009.

MR. TRENBEATH MOVED TO APPROVE STAFF RECOMMENDATION ON THE
CHANGE. THE MOTION WAS SECONDED BY MR. SAGE.

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

Retirement Benefits

Mr. Webb reviewed information with the Board relating to the legality of benefit structure
changes. The issue being raised relates to whether the state of North Dakota would have
the authority to unilaterally change the benefit structures contained within the current law.
His presentation covered entitlement theories across states including various court cases.
The Board had questions of Mr. Webb and discussed this issue.

Communication Plan

Mr. Collins indicated this was a follow-up from the last meeting where the Board
requested staff develop a communication concept to inform members of the funding
challenges the plan will be facing in the upcoming years. Mr. Collins reviewed with the
Board a plan to communicate to members which would include a bulk letter as well as
webcasts posted on the PERS website. He also informed the Board of scheduled
meetings with member groups. The updated actuarial valuations will be available for the
October Board meeting.

MS. SMITH MOVED TO APPROVE THIS COMMUNICATION PLAN AFTER THE
FINAL ACTUARIAL REPORTS ARE RECEIVED. 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

PERS Benefits Committee

Mr. Collins referred to the Board memo stating that the PERS Benefits Committee has
met and reviewed the funding status of the plan as well as the various actions that could
be taken to address PERS retirement funding issue. The Committee prefers not to make
benefit changes. However, no agreement was reached by the Benefits Committee and it
will be discussed in future meetings.

DEFERRED COMPENSATION

Defined Contribution/Deferred Compensation RFP Review

Mr. Collins reported to the Board that PERS received six proposals for this effort and
reviewed with the Board staff’'s analysis of rankings for the technical, cost and total hours.
Based on all evaluations, staff recommended Segal for this effort.

MR. TRENBEATH MOVED TO AWARD THE EFFORT TO SEGAL. THE MOTION WAS
SECONDED BY MS. SMITH.
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Ayes: Mr. Erdmann, Mr. Sage, Mr. Sandal, Ms. Smith, Mr. Trenbeath, and Chairman
Strinden

Nays: None

Absent: Ms. Ehrhardt

MOTION PASSED

401(a) and 457 Companion Plan 2" Quarter Reports

Mr. Reinhardt reviewed with the Board the 2" quarter 2009 report for the 401(a) and 457
Companion Plan. Assets in the 401(a) plan increased to $14.0 million and the Companion
Plan increased to $21.3 million.

MISCELLANEQUS

October Meeting and December Board Retreat

Mr. Collins indicated that the October meeting will be at the WSI locations in Bismarck
and Fargo. The December meeting will be a planning meeting, and after reviewing
everyone’s calendars, December 16 was the best date for that meeting. The Board
concurred.

Administrative Rules

Ms. Knudsen reviewed with the Board the proposed administrative rules that were
developed in response to legislation passed this last session and changes relating to
updated Board policy or to proposed clarifications to certain rules. The Board had
guestions and comments relating to the rules which were explained by staff.

MR. TRENBEATH MOVED TO APPROVE THE PROPOSED ADMINISTRATIVE
RULES AND TO CONTINUE WITH THE PROMULGATION PROCESS. 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

Ms. Smith thanked everyone for their efforts on the flu shot vaccines being covered by
insurance and the efforts of UND Family Practice Center sponsoring the clinics.

Ms. Smith informed the Board that there are efforts in place to determine how the HIN1
vaccinations will be handled. Mr. Schoenborn with BCBS indicated this issue is being
reviewed internally to determine the coverage for the H1IN1 vaccines.

Mr. Collins recognized Mr. Alan Person who was in attendance at the Board meeting. Mr.
Person was the former Executive Director of PERS.
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Chairman Strinden called for any other business or comments. Hearing none, the
meeting adjourned at 11:45 a.m.

Prepared by,

Cheryl Stockert
Secretary to the Board



