MINUTES

North Dakota Public Employees Retirement System
ND Association of Counties, Bismarck
BCBS, 4510 13™ Ave SW, Fargo
Thursday, September 22, 2011
8:30 A.M.

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

Member Absent: Chairman Jon Strinden

Others Present: Mr. Sparb Collins, NDPERS
Ms. Cheryl Stockert, NDPERS
Ms. Kathy Allen, NDPERS
Mr. Bryan Reinhardt, NDPERS
Ms. Rebecca Fricke, NDPERS
Ms. Jan Murtha, Attorney General’s Office
Mr. John Geissinger, NDRIO

Via Videoconference: Mr. Kevin Schoenborn, BCBSND
Ms. Onalee Sellheim, BCBSND
Mr. Jim Wynstra, BCBSND
Mr. Michael Carlson, BCBSND
Ms. Jodi Crouse, BCBSND
Ms. Tara Roberts, BCBSND

Via Conference Call: Mr. Brad Ramirez, Segal
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 23, 2011 Board meeting.

MR. TRENBEATH MOVED APPROVAL OF THE AUGUST 23, 2011 NDPERS BOARD
MINUTES. THE MOTION WAS SECONDED BY MR. SAGE. THE MINUTES WERE
APPROVED.
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GROUP INSURANCE

Quarterly Executive Summary

Mr. Schoenborn, Mr. Wynstra, Mr. Carlson, Ms. Crouse, and Ms. Roberts with BCBS
presented the quarterly executive summary to the Board. Information included: the 12
month moving trend analysis; membership comparison; paid PMPM by claim type; health
club credit participation; MyHealthCenter participation; member engagement program
participation; financial/trend analysis; quarterly utilization summary for actives, early
retirees, and Medicare retirees; claims and inquiry timeliness; wellness programs,
including member engagement and opportunities and activities.

High Deductible Health Plan Update and Agreement

Mr. Collins presented an update on the plan rollout schedule. Implementation of this
component will be next year. Regarding the HSA and flex spending accounts, members
cannot be enrolled in both of these plans. Since claims for flex are incurred through
March, PERS will have to determine those individuals who have a conflict with the plan in
January. Mr. Collins laid out the various decisions on how to proceed with the HDHP/HSA
enrollments relating to the flex program. One other area in the implementation process
relates to the employer contributions to the HSA account. Employers will contribute
monthly and once the monies go into the account (which is a trust), it will be difficult to
make any necessary adjustments. Mr. Collins explained that the decision has been made
to lag contributions to the HSA by one month allowing time to make any necessary
adjustments. The Board had questions of staff and discussion followed.

Mr. Collins brought the HDHP Agreement amendment with BCBS to the Board for
approval. The amendment has been reviewed by staff and the Attorney General’s office.

MR. TRENBEATH MOVED APPROVAL OF THE HIGH DEDUCTIBLE HEALTH PLAN
AGREEMENT AMENDMENT WITH BCBS. THE MOTION WAS SECONDED BY MS.
EHRHARDT.

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

MOTION PASSED

Part D Renewal Agreement

Mr. Collins reviewed with the Board the Group MedicareBlue Rx Retiree Prescription
Drug Plan contract which will be effective January 1, 2012. At the last Board meeting the
renewal and amount were approved. This agreement was reviewed by staff and the
Attorney General’s office.

MR. SANDAL MOVED APPROVAL OF THE PART D RENEWAL AGREEMENT WITH
BCBS EFFECTIVE JANUARY 1, 2012. THE MOTION WAS SECONDED BY MR.
SAGE.
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Ayes: Mr. Erdmann, Mr. Sage, Mr. Sandal, Ms. Smith, Mr. Trenbeath, Ms. Ehrhardt, and
Chairman Strinden
Nays: None

MOTION PASSED

City of Fargo

Mr. Collins reviewed with the Board the memo from Ms. Murtha, Attorney General’'s
Office, relating to the City of Fargo who is coming on the health plan effective January 1,
2012. In the process of doing the agreement, their legal counsel questioned the
appropriateness of the City of Fargo signing the indemnity addendum. NDCC 32-12.2-13
prohibits the state and a political subdivision from entering into an agreement for
indemnification. Mr. Collins indicated there is an outdated provision in the PERS health
plan contract relating to risk management indemnity and this will be changed for the
future. Ms. Murtha reviewed this information with the Board and discussion occurred.

MR. TRENBEATH MOVED TO ADOPT THE INDEMNITY ADDENDUM WITH THE CITY
OF FARGO AND ADJUST OUR STANDARD HEALTH PLAN CONTRACT. THE
MOTION WAS SECONDED BY MR. ERDMANN.

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

MOTION PASSED

RETIREMENT

GASB

Mr. Brad Ramirez, Segal, reviewed with the Board proposed major changes to the
Governmental Accounting Standards Board for Pension Accounting standards. The new
standards would make fundamental changes to pension accounting standards for state
and local governments. Staff and the Board discussed these changes with Mr. Ramirez.

TIAA-CREF Update and Agreement

Mr. Collins gave the Board an update on the TIAA-CREF implementation. There will be
statewide mailings, meetings and webinars. A webinar will be recorded and made
available on the PERS Website during the transition period if members cannot attend a
live webinar or meeting. Mr. Collins indicated the agreement with TIAA-CREF that was in
the Board book had been reviewed by staff and the Attorney General’s office and he
requested the Board'’s approval.

MR. ERDMANN MOVED APPROVAL OF THE TIAA-CREF AGREEMENTS. THE
MOTION WAS SECONDED BY MS. EHRHARDT.
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Ayes: Mr. Sandal, Mr. Trenbeath, Ms. Ehrhardt, Ms. Smith, Mr. Erdmann, Mr. Sage, and
Chairman Strinden
Nays: None

MOTION PASSED

Asset Allocation

Mr. Collins reported to the Board that the PERS Investment Subcommittee met on August
31 to work on the Asset Liability Study. One of their first steps was to transition to the new
asset categories. Mr. Collins indicated that the proposal is to transition the existing asset
categories to the new categories of Global Equity, Global Fixed Income, Global Real
Assets, Global Alternatives and Cash Equivalents. Once this allocation is adopted, the
PERS Investment Subcommittee will continue its work to determine if the allocation
should be adjusted.

MR. SAGE MOVED TO TRANSITION TO THE NEW ASSET ALLOCATION
CATEGORIES OF GLOBAL EQUITY, GLOBAL FIXED INCOME, GLOBAL REAL
ASSETS, GLOBAL ALTERNATIVES AND CASH EQUIVALENTS. THE MOTION WAS
SECONDED BY MR. ERDMANN.

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

MOTION PASSED

FLEX COMP PROGRAM

Approval of Flex Comp Vendors

Ms. Allen reported that at the July meeting, the Board approved staff recommendation to
conduct a review of vendors for the voluntary insurance products approved for pretax
premiums under the flex comp plan. The vendors are Total Dental Administrators, Central
United, AFLAC, Colonial Life, Conseco and Noridian Insurance Services. Ms. Allen
shared information relating to each vendor that outlined the products available for payroll
deduction, a summary description and certification by the vendor if it is or is not eligible to
be pretaxed.

MR. ERDMANN MOVED APPROVAL FOR THE ABOVE VENDORS TO BE ELIGIBLE
TO BE PRETAXED STARTING WITH THE FLEXCOMP 2012 PLAN YEAR. THE
MOTION WAS SECONDED BY MS. SMITH.

The Board discussed this motion.
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Ayes: Mr. Trenbeath, Ms. Ehrhardt, Mr. Erdmann, Mr. Sage, Ms. Smith, Mr. Sandal, and
Chairman Strinden
Nays: None

MOTION PASSED

Flex Comp Election Process

Ms. Allen explained to the Board that staff is proposing a change to current enroliment
procedures. Currently, employees make an affirmative election each annual enroliment
season to pretax their premiums for the NDPERS administered plans and other eligible
voluntary insurance products. The recommendation is to change this to a passive election
process wherein the pretax election made for the 2012 plan year would roll over and
remain in effect for subsequent plan years. Currently, Higher Education does the passive
election process. The Board discussed this and concurred that the current process is a
good practice and should remain in effect where employees must make their pretax
elections during each annual enroliment cycle. Mr. Collins indicated staff would do more
research on this and review with the Board next year.

MISCELLANEQOUS

PERS Update
Mr. Collins updated the Board on PERS activities:
e Summary annual statements were mailed to over 34,000 members.
e The Biannial Payroll Conference was scheduled with over 180 registered.
e The annual wellness fair was held at the Capitol, with approximately 500 visiting
the fair.
e Held a meeting with Job Service retirees to provide them with an update on their
retirement plan with the meeting video-conferenced to their offices in Fargo, Grand
Forks and Minot.

e Attended and presented at the Legislative Employee Benefits Committee (agenda
shared with the Board).

Administrative Rules

Mr. Collins reviewed with the Board the draft rules with the next step being the public
hearing. Staff was seeking Board approval to move to the hearing process. Once the
hearing is completed, the rules will come back to the Board with any comments received.

MR. TRENBEATH MOVED STAFF MOVE FORWARD WITH THE RULE MAKING
PROCESS. THE MOTION WAS SECONDED BY MS. SMITH.

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

MOTION PASSED
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Audit Committee Minutes
The February 23, 2011 approved PERS Audit Committee minutes were shared with the
Board.

Mr. Collins indicated we have tentatively scheduled the biannual Board planning meeting
for Wednesday, January 11, 2012, at the University of Mary. The date will be confirmed
with the Board members.

Chairman Strinden called for any other business or comments. Hearing none, the
meeting adjourned at 10:40 a.m.

Prepared by,

Cheryl Stockert
Secretary to the Board



