MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13" Ave SW, Fargo
Thursday, September 19, 2013
8:30 A.M.

Members Present: Ms. Joan Ehrhardt
Mr. Howard Sage
Mr. Mike Sandal
Ms. Kim Wassim
Mr. Thomas Trenbeath

Via Videoconference: Chairman Jon Strinden
Member Absent: Ms. Arvy Smith
Others Present: Mr. Sparb Collins, NDPERS

Ms. Cheryl Stockert, NDPERS

Ms. Sharon Schiermeister, NDPERS
Ms. Kathy Allen, NDPERS

Mr. Bryan Reinhardt, NDPERS

Ms. Rebecca Fricke, NDPERS

Ms. MaryJo Steffes, NDPERS

Ms. Jan Murtha, Attorney General’'s Office
Mr. Lynn Hart, HRMS

Mr. Kevin Schoenborn, BCBSND
Ms. Jodi Crouse, BCBSND

Mr. Paul Hovelsrud, TIAA-CREF

Mr. Bill Thorne, TIAA-CREF

Ms. Toni Block, TIAA-CREF

Via Videoconference: Mr. Jim Wynstra, BCBSND
Ms. Stacy Duncan, BCBSND

Ms. Onalee Sellheim, BCBSND
Mr. Brent Solseng, 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
August 22, 2013 Board meeting.
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MR. SANDAL MOVED APPROVAL OF THE AUGUST 22, 2013 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MR. TRENBEATH. THE MINUTES
WERE APPROVED.

RETIREMENT

Defined Contribution Plan/TIAA-CREF Survey

Mr. Collins indicated that representatives from TIAA-CREF were at the Board meeting in
follow-up to the survey that was discussed at the last meeting. The survey revealed that

there were areas of dissatisfaction by members enrolled in the defined contribution plan.

Mr. Collins reported that PERS will be doing a similar survey of the 457 plan participants.

Mr. Hovelsrud with TIAA-CREF introduced Mr. Thorne and Ms. Block who were in
attendance at the Board meeting. Mr. Thorne reviewed the services TIAA-CREF offers
throughout the state. He presented the field consulting group activity results for 2012 and
the second quarter 2013. He reviewed their individual meeting survey results with the
Board citing a 92% overall distinctiveness rating.

Ms. Block reviewed with the Board upcoming marketing efforts by TIAA-CREF. Phase 1
will capitalize on the January 2014 rate increase reminding participants of all the features
and benefits of the plan, show them all investment options and remind them that they
have choices. In addition, the information will encourage members to go online or meet
with a financial consultant. Phase 2 will build messages that engage members in their
retirement planning, and encourage members to use TIAA-CREF resources. Phase 3 will
include ongoing education to reach participants throughout the year, with retirement
messaging focusing on participating/saving more, diversification and retirement
readiness. The staff and Board had questions of TIAA-CREF staff and discussed this
plan, specifically, the importance of educating participants to save enough for retirement.

Defined Contribution Implementation Update
Mr. Collins reported that PERS is on track with the October 1 implementation date. A
webcast was developed for employers and HR staff.

State Hybrid Plans
Mr. Collins shared information with the Board relating to a report issued by NASRA
relating to state hybrid retirement plans.

Defined Benefit Report

Mr. Collins shared information with the Board relating to a recent report titled Promises
Made, Promises Broken. The report states that the amount of unfunded liability reported
by plans is not accurate since the discount rate used is too high and should be lower
(return assumption). If the liability is recalculated using this premise, it will show a much
greater unfunded liability. The Board had questions and discussed the information.
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457 Companion Plan and 401(a) Plan 2" Quarter Reports

Mr. Reinhardt reviewed the 2" quarter investment report for the 401(a) and 457
Companion Plan with the Board. The number of participants in the 401(a) plan is
remaining stable at 277 and the plan assets increased to $26.6 million. The number of
participants is increasing in the Companion Plan at 4,450 and assets increased to $49.8
million.

GROUP INSURANCE

BCBS Quarterly Executive Summary

Mr. Schoenborn, BCBSND, introduced their staff and they presented the quarterly report
to the Board. Mr. Wynstra, BCBSND, reviewed actuarial information including the
biennium comparison and the quarterly trend analysis for actives and retirees. Staff
guestioned why the retiree group was trending at a higher rate. BCBS will report back at a
future meeting.

Ms. Crouse, BCBSND, reviewed the following with the Board: membership and
demographics; claims paid per member per month by quarter and claims type; and high
dollar cases for actives, early retirees, and Medicare retirees. She also reviewed the
prescription drug information which included paid per prescription and generic utilization
rate.

Mr. Solseng, BCBSND, reviewed the trend components on prescription spending noting
that specialty spending increased during this period. He also reviewed national
projections, the Prime Specialty Pharmacy outreach efforts, members by channel, claims
by channel, special care management, and patient monitoring.

Ms. Crouse reviewed the health management section of the quarterly report which
included information relating to risk scores, top 10 disease comparison, MediQHome key
measures and outcome measures, Accordant Care program participation, Tobacco
Cessation highlights, and preventive cancer screenings for actives and early retirees.

Ms. Duncan, BCBSND, presented the wellness program items to the Board which
included information on HealthyBlue Program participation and results, Health club credit
participation, member engagement (education programs), and Wellness Specialist efforts.

Mr. Schoenborn, BCBSND, reviewed the performance standards and guarantees with the
Board. One area needing clarification relates to claims financial accuracy of 99% and to
date the performance is 98.95%. He indicated they will be working with PERS staff to set
some guidelines on rounding the percentages.

Ms. Crouse finalized the presentation by reviewing the completed and ongoing activities.
The Board discussed this report and questions were answered by BCBSND staff.
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Affordable Care Act Shared Responsibility Provision

Mr. Collins reported that the Legislative Employee Benefits Committee met on August 29
and concurred with the Board to move the date in Section 2 of House Bill 1059 back one
year pursuant to the action of the federal government in delaying employer penalties for
the ACA. The Committee added wording which is the earlier of the end of next year or
when the final regulations take effect.

Affordable Care Act Notice

Ms. Allen reported that the ACA requires employers to provide Notice of Coverage
Options to current employees by October 1, 2013. NDPERS assisted participating
employers with this effort.

HIPAA Compliance Changes

Mr. Collins reviewed the HIPAA compliance policy updates for final approval. Staff
received comments from the Board which will be incorporated into the final version. One
comment received related to the HIPAA Security Standards on page 3 which relates to
the retention of all applied and documented sanctions. It was suggested that words “for a
period of six (6) years” be eliminated. The Board concurred.

MR. SAGE MOVED APPROVAL OF THE REVISED HIPAA POLICIES. THE MOTION
WAS SECONDED BY MS. EHRHARDT.

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

Nays: None

Absent: Ms. Smith

MOTION PASSED

Medicare Part D Risk Scores

Mr. Wynstra explained that CMS calculates the risk scores based on prescription usage
and diagnostic coding. The risk score takes the revised model risk score provided by
CMS and adjusts for normalization across all carriers. He explained that the main purpose
of the risk score is to insure that groups are not penalized.

Flu Shot Program

Mr. Fricke reported that the UND Center for Family Medicine will be offering flu vaccines
to NDPERS covered employees, retirees and eligible family members. Also, a one-day
clinic is scheduled at the Capitol. Notice will be posted on the website and emails sent to
all Bismarck-Mandan employers and retiree associations.

Wellness Fair Update

Ms. Fricke updated the Board on the Wellness Fair held during state employee
recognition week. Representatives from all group insurance vendors and ADP
participated.
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Retiree Wellness Fair Update

Ms. Duncan, BCBSND, reported that a Retiree Wellness Fair will be held November 7
from 8:30 a.m. to 11:30 a.m. in Bismarck. Many vendors have confirmed participation.
Invites will be mailed to all retirees. Mr. Collins added that each year he meets with Job
Service retirees and will coordinate this meeting with the fair this year.

FLEX COMP

Flex Comp Survey

Mr. Collins reported that since the last meeting staff met with ADP and they attended the
wellness fair and presented information on the debit card. ADP is working on a response
to member concerns, and will be at the November Board meeting to report to the Board.

Flex Comp Participation

Mr. Collins reported that he met with the Higher Education Human Resources Council
and they expressed interest in changing their existing flex comp processing method to
ADP. As a result, we contacted ADP to determine if we could amend our existing contract
to include Higher Education under the same terms and conditions as PERS and they
agreed that we could. He noted that this is being worked on, and if it moves forward will
not affect PERS.

Other Employer-Sponsored Voluntary Insurance Products

Ms. Allen reported that the annual review of the vendors for the voluntary insurance
products approved for pretax premiums was conducted. All current vendors responded,
and no new products were proposed by any of the participating companies, therefore, the
eligible products for all vendors will remain the same.

MR. TRENBEATH MOVED APPROVAL OF THE VENDORS FOR OTHER
EMPLOYER-SPONSORED VOLUNTARY INSURANCE PRODUCTS FOR PRETAX
BENEFITS FOR PLAN YEAR 2014. THE MOTION WAS SECONDED BY MS.
WASSIM.

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

Nays: None

Absent: Ms. Smith

MOTION PASSED
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MISCELLANEQOUS

Administrative Rules

Mr. Collins shared the administrative rulemaking process with the Board to seek their
approval to move forward with the public hearing. Legal counsel advised that a
Regulatory Analysis or a Takings Assessment did not have to be conducted. A Small
Entity Regulatory Analysis was conducted.

MR. SANDAL MOVED THAT STAFF PROCEED WITH THE PUBLIC HEARING
PROCESS AND BRING THE ADMINISTRATIVE RULES BACK TO THE BOARD FOR
FINAL APPROVAL. THE MOTION WAS SECONDED BY MS. WASSIM.

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

Nays: None

Absent: Ms. Smith

MOTION PASSED

PERS Update

Ms. Schiermeister presented an update on the larger PERS activities that are underway
or recently completed. Approximately 36,530 member annual statements were mailed to
active members with a more detailed annual statement available through PERSLink
Member Self Service (MSS). She shared the deployment schedule for MSS with the goal
to have all employees have access to MSS for the 2014 annual enrollment season. Part
of the deployment to state agencies is to develop an interface from PeopleSoft to
PERSLIink. Lastly, 2014 annual enroliment runs from October 21 through November 8. A
post card will be mailed to each employee’s home notifying them of this event and
directing them to enroll through MSS. The Board had questions.

Audit Committee Minutes
The May 25, 2013 audit committee minutes was shared with the Board.

Group Health Insurance Appeal Care #141

Ms. Allen reviewed detailed information with the Board where the participant was
appealing the repayment of health insurance premiums due to an underpayment. When
the payment amount was set up in the system, the incorrect premium code was entered
into the system resulting in a premium underpayment for the period August 1, 2012
through May 1, 2013 in the amount of $810.20. The error was found in May and the
member notified. Ms. Allen indicated that NDAC 71-03-05-09 gives the Board the
authority to release a person from liability to repay an underpayment in whole or in part if
it determines: (a) the underpayment is not the fault of the recipient; or (b) it would be
contrary to equity and good conscience to collect the underpayment. The Board
discussed this appeal.
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MR. TRENBEATH MOVED TO APPROVE THE APPEAL AND WAIVE THE AMOUNT
OWED BY THE PARTICIPANT. THE MOTION WAS SECONDED BY MR. SAGE.

The Board further discussed the motion and Mr. Collins explained the internal process
when these errors are discovered. He indicated that the audit committee reviews this
information. The Board requested staff provide a report of the errors at a future meeting.

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

Nays: None

Absent: Ms. Smith

MOTION PASSED

Mr. Sandal reported that the State Investment Board will be interviewing two candidates
for the Chief Investment Officer position and it is expected that a decision will be made.

Chairman Strinden called for any other business or comments. Hearing none, the
meeting adjourned at 11:25 a.m.

Prepared by,

Cheryl Stockert
Assistant to the Board
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