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North Dakota Public Employees Retirement System 
Thursday, September 18, 2003 

Health Department, State Capitol, Room 210, Bismarck 
BCBS, 4510 13th Ave SW, Fargo  

 
 
Members Present:   
     Chairman Jon Strinden  
     Mr. David Gunkel 
     Ms. Rosey Sand  
     Mr. Howard Sage 
     Mr. Weldee Baetsch 
     Ms. Arvy Smith     
    
      
Others Present:    Mr. Sparb Collins, Executive Director NDPERS 
     Mr. Scott Miller, Attorney General’s Office 
     Ms. Denise Curfman, NDPERS 
     Ms. Kathy Allen, NDPERS  
     Ms. Sharmain Dschaak, NDPERS 
     Ms. Rebecca Fricke, NDPERS  
     Mr. Bryan Reinhardt, NDPERS  
     Ms. Deb Knudsen, NDPERS   
     Mr. Tom Tupa, AFPE/INDSEA 
     Ms. Rhonda Peterson, BCBS 
     Mr. Douglas Davis, Fidelity Investments  
     Mr. Steve Cochran, RIO  
     Ms. Connie Flanagan, RIO   
     Mr. John Garrett, Segal 
     Mr. Cal Fleischer, American General, VALIC 
     Mr. Keith Poch, American General, VALIC 
     Mr. Tim VanderLaan, American General, VALIC 
     Mr. Dave Baker, American General, VALIC 
     Mr. Mike Simonich, American General, VALIC 
     Mr. Charles Sobocinski, American General, VALIC 
   
Chairman Strinden called the meeting to order at 8:30 AM.  
 
Minutes  
Chairman Strinden called for any questions or comments regarding the August 28, 2003 
NDPERS Board minutes.  
 
Ms. Smith moved approval of the August 28, 2003 NDPERS Board minutes.  Mr. Sage 
seconds.  
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457 and 401(a) Plan renewals (Informational)  
Mr. Douglas Davis, Fidelity Investments, appeared before the Board.  Mr. Davis provided the 
Board with an over view of Fidelity Investments and its services to PERS for the year ending 
June 30, 2003. 
 
Mr. Cal Fleischer and Mr. Keith Poch, American General, VALIC appeared before the Board.  
They provide the Board with an overview of the 457 Plan Companion plan for the year ending 
June 30, 2003.  Ms. Lisa Mitchell, American General, VALIC, reviewed with the Board 
distributions, VRU & internet activity.  
 
Segal (Informational) 
Mr. John Garrett, from Segal appeared before the Board via video conference from Denver.  Mr. 
Garrett provided the Board with an overview of asset smoothing methodologies.  
 
FICA (Board Action Requested) 
Mr. Collins indicated that two years ago on of our political subdivisions was undergoing an audit 
by the IRS and one of their auditors took exception to the method for handling the employer pick 
up of retirement contributions.  At that time we hired Ms. Carol Calhoun, a Washington DC 
attorney to assist us in the matter since the method in question is also the same method used 
by the state of North Dakota and therefore any change would have significant financial 
implications.  The IRS closed the audit and decided not to pursue the matter.  Mr. Collins 
indicated that recently the IRS addressed this issue relating to 403(b) plans.  Staff suggested 
adding this to the next board agenda and getting a briefing from legal staff. 
 
The Board concurred with staffs’ recommendation and asked for a briefing at the next 
meeting.   
 
Investment Policies (Board Action Requested)   
Ms. Connie Flanagan reviewed several suggested changes to the PERS Investment Policy that 
RIO is recommending.   Ms. Flanagan indicated that the changes are suggested to more 
accurately reflect the intent behind the restrictions and to allow RIO to use derivatives in a risk 
controlled manner.  
 
Mr. Gunkel moved approval of suggested changes.  Mr. Sage seconds.  
 
Ayes: Baetsch, Gunkel, Sand, Sage, Smith and Chairman Strinden. 
Nays:  
Absent:  Tabor 
PASSED 
 
Security Standards (Board Action Requested)  
Mr. Reinhardt indicated that another component of the Health Insurance Portability and 
Accountability Act (HIPAA) is the Security Rules.  The Security Rules differ from the Privacy 
Rules in that they only pertain to electronic protected health information.  The department of 
Health and Human Services grouped the Security Standards into administrative, physical, and 
technical safeguards to protect the confidentiality, integrity, and availability of electronic 
protected health information. 
 
The Security Rules identified each standard as either ‘required’ or ‘addressable’.  The required 
components must be done and the addressable ones must be done if applicable or must be 
documented as to why they do not need to be implemented.  In the NDPERS HIPAA Security 
Standards manual, the required components are in the color RED and the addressable 
components are in the color BLUE. A draft copy was included in the board materials.   
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Mr. Reinhardt indicated that Security is the last element of HIPAA. The Security Rule 
implementation date is April 21, 2005.   
 
Mr. Baetsch moved approval to adopt and put into place the HIPAA Security Policies and 
Procedures as stated.  Mr. Sage seconds.  
 
Ayes: Baetsch, Gunkel, Sand, Sage, Smith and Chairman Strinden. 
Nays:  
Absent:  Tabor 
PASSED 
 
Administrative Agreement (Board Action Requested) 
Ms. Allen indicated that the second draft of the administrative agreement with BCBSND was 
included in your board materials.   
 
Mr. Miller recommended changing the language to comments instead of approval and 
disapproval on page 16, Section 10.9.  To read as follows:  
 
If NDPERS creates benefit communications for it’s Members, relating to the Certificate of 
Insurance attached as Exhibt A, such communications will be sent to BCBSND for approval 
comments prior to distribution.  BCBSND will have 5 business days to approve or disapprove 
comment on the communication. 
 
Mr. Sage approved the draft with Mr. Miller’s recommendation.  Ms. Sand seconds.  
 
Ayes: Baetsch, Gunkel, Sand, Sage, Smith and Chairman Strinden. 
Nays:  
Absent:  Tabor 
PASSED 
 
Smoking Cessation SB 2297 (Board Action Requested) 
Mr. Collins indicated that one of the efforts the Board worked on last biennium was to try and 
get a smoking cessation program established.  Due to difficulties in establishing a relationship 
with a provider staff was not able to get it set up.  However this last session, SB 2297 was 
considered and passed.  This bill provided funding for this biennium to set up smoking cessation 
programs and included funds for state employees.  Staff is seeking the board’s approval to 
move forward to implement a smoking cessation program for state employees.  If approved, 
staff will work with the Health Department, BCBS and others to develop a methodology. Staff 
will also begin the process of seeking a grant from the Health Department.  
 
Ms. Smith volunteered to be on the committee to work with staff.   
 
Mr. Gunkel moved approval for staff to begin this effort. Mr. Sage seconds.   
 
Ayes: Baetsch, Gunkel, Sand, Sage, Smith and Chairman Strinden. 
Nays:  
Absent:  Tabor 
PASSED 
 
FlexComp Plan-Administrative Changes (Informational) 
Ms. Allen indicated that effective with the 2004 Plan Year, PeopleSoft Flexible Spending 
Account Administration will replace the software currently being used to administer the 
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FlexComp Plan.  This will result in several administrative changes that will affect both payroll 
administrators and plan participants.  The following outlines these changes: 

 Employee Records - agency payroll staff will now have the responsibility for setting up 
the FlexComp record for employees who elect to participate in the plan.  Payroll will sign 
the form certifying that the employee meets the eligibility requirements and has been set 
up on the system for the benefits applied for on the form and send the original to 
NDPERS. 

 Identification Number - employees will no longer use their social security number as their 
identification number.  The employee identification number issued to employees by the 
Office of Management & Budget will be used on all FlexComp forms. 

 Direct Deposit - Direct deposit of FlexComp reimbursement checks will now be available 
to employees.  If they are currently having their payroll check direct deposited, their 
FlexComp reimbursement must be deposited into the same account. 

 Confirmation of Election Options – PERS will send a confirmation letter to all participants 
that will detail how their record was set up based on the information they provided on the 
form. 

 
Over the Counter Drugs (Board Action Requested) 
Mr. Collins indicated that in the board materials was an announcement from the Treasury 
Department and a copy of Revenue Ruling 2003-102 that indicates that over the counter drugs 
are now eligible for reimbursement in the flex program.   While the rules allow plans to pay for 
over the counter drugs, it was noted that the plan document must also allow it.  Segal reviewed 
the PERS plan document and noted that as presently written, the plan would pay for over the 
counter drugs effective July 1, 2003.  Staff noted that if we were to implement this provision on 
another date the plan document would need to be amended.  Staff reviewed the advantages 
and disadvantage of the various implementation dates. 
 
Discussion followed.   
 
Mr. Sage makes motion to put into effect for the 2004 plan year.  Mr. Baetsch seconds.  
 
Ayes: Baetsch and Sage,  
Nays: Gunkel, Sand, Smith and Chairman Strinden. 
Absent:  Tabor 
FAILED 
 
It was noted that since no action was taken to amend the plan document the implementation 
date was January 1, 2003. 
 
Draft Rules (Board Action Requested)  
Mr. Collins indicated that the draft rules were in the board materials for the Boards approval to 
begin the formal review process.  Mr. Collins indicated at the last meeting one proposed rule to 
note was the reduced benefit option (71-02-04-13).  Staff proposed a change that more clearly 
makes this option available to people who are close to retirement.  This option was adopted 
about 6 years ago to allow members who have exhausted all their purchase opportunities the 
ability to gain additional service to retire.  The reason this was put in place is that some of our 
members who were close to retiring were being laid off or were being required to leave service 
but did not meet the rule because they were short a couple of years.  These same members 
may have also exhausted their ability to purchase.  In an effort to assist these members with 
their transition out of state employment staff worked with Segal to develop the reduced benefit 
option.  This option provides a mechanism for the member to get a benefit from PERS earlier 
but it is actuarially reduced.  To determine if it has an actuarial effect staff referred it to Segal for 
their review.  Mr. John Garrett’s response was in the board materials.  Mr. Garrett raises some 
issues relating to the actuarial method presently being use and is suggesting that if kept this 
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option should be modified.  The proposed modification was in the draft rules and was in the 
information from Segal.  
  
Mr. Collins indicated that the matrix in the board materials shows weather or not the proposed 
change will have an economic impact on small entities and the reason for the change.  The 
economic impact analysis on small entities is a new requirement.  There is little guidance on 
how to do the analysis so staff looked at the criteria and the proposed rule and made an 
assessment.  In 95% of the rules it did not appear to staff that our rules would have any impact 
on small entities.   
  
Mr. Collins indicated that once approved staff will begin the notice procedures, hearing, etc and 
once complete the rules will be brought back to the Board for final review and approval.  
 
Mr. Baetsch moved approval for staff to proceed and for the method change for 
calculating the reduced benefit options.  Ms. Sand seconds.  
 
Ayes: Baetsch, Gunkel, Sand, Sage, Smith and Chairman Strinden. 
Nays:  
Absent:  Tabor 
PASSED 
 
Meeting Rooms (Board Action Requested) 
Mr. Collins indicated that the cost break down for video conferencing was in the board materials.    
Discussion followed.  The board concurred on the Health department and when that was not 
available the Association of Counties.    
 
Annual Enrollment (Informational)  
Mr. Collins indicated that the enrollment materials for the annual open enrollment were in the 
board materials.   
 
Benefit Committee Update (Informational) 
Mr. Collins indicated that the PERS Benefit Committee met on August 27, 2003.  Included in the 
board materials were the minutes of that meeting for your review.  The committee identified 
several items for follow-up and staff is preparing some information for their consideration. 
  
Staff would suggest that we add to the retiree committee two of our past board members, Mr. 
Ron Leingang and Mr. Mike Bothun.  The first meeting of this committee has been scheduled for 
October 7th.  
 
NDPERS Personnel Policy Manual (Board Action Requested) 
Ms. Allen indicated that revisions to PERS Policy Manual subject to legislative and 
administrative changes have been made.  Those changes were outlined in the board 
materials.  
 
Ms. Sand moved approval of adopting the changes.  Mr. Baetsch seconds.  
 
Ayes: Baetsch, Gunkel, Sand, Sage, Smith and Chairman Strinden. 
Nays:  
Absent:  Tabor 
PASSED 
 
IFEBP Board Participation (Board Action Requested) 
Mr. Collins indicated that PERS policies state that the board must approve any third party 
paying the travel expenses of a staff member.  Mr. Collins indicated he has been nominated to 
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serve on the International Foundation of Employee Benefit Plans Public Funds Board.  This 
would begin in January and be for about 3 years.  Service would include several board meetings 
during the year and participation at their annual conferences.  The International Foundation 
would pay expenses for the board meetings. 
 
Mr. Gunkel moved approval to have the Executive Director’s expenses paid by IFEBP for 
participation on the Public Funds Board.  Ms. Sand seconds.  
 
Ayes: Baetsch, Gunkel, Sand, Sage, Smith and Chairman Strinden. 
Nays:  
Absent:  Tabor 
PASSED 
 
Consultant Renewal (Board Action Requested)  
Mr. Collins indicated that PERS contract with Segal and Deloitte expire next year.  Segal has 
the contract to provide actuarial and technical assistance for PERS retirement plans and 
Deloitte does the same for PERS group insurance plans.  Staff is suggesting that we begin the 
RFP process based upon the following schedule: 
 
 October/November  PERS Board reviews & approves RFP 
 November/Dec  RFP issued 
 Jan/Feb  Response reviewed 
 Feb/March  Finalized selected 
 March/April  Firms interviewed by Board and project awarded   
 
Mr. Gunkel moves approval of staff recommendation.  Ms. Sand seconds.  
 
Ayes: Baetsch, Gunkel, Sand, Sage, Smith and Chairman Strinden. 
Nays:  
Absent:  Tabor 
PASSED 
 
Annual Benefit Conference (Board Action Requested)  
Ms. Smith requested approval for several board members to attend this conference.  
 
Mr. Sage moved approval. Mr. Baetsch seconds.  
 
Ayes: Baetsch, Gunkel, Sand, Sage, Smith and Chairman Strinden. 
Nays:  
Absent:  Tabor 
PASSED 
 
 
Chairman Strinden called for any other business, hearing none the meeting adjourned at 11:30 
AM.  
 

 
Respectfully Submitted   
 

         Denise A. Curfman 
 

Denise A. Curfman 
Secretary, NDPERS Board  

 


