
 

 

 
 
 
 
 
 
 
 
 
 
 
                                                                          
  
I. MINUTES       

A. November 18, 2009  
B. December 16, 2009             

 
II. GROUP INSURANCE 

A. BCBS Update – Mr. von Ebers (Information)  
B. Contracts: (Board Action)  

1. PBM Audit - Tricast 
2. Health Consultant - Deloitte 

C. COBRA Subsidy – Kathy (Information)  
D. Surplus/Affordability Update – Bryan (Information)  
E. Heart of America Contract – Kathy (Board Action)  
F. Sanford Health Plan Representatives (Information) 
G. Retiree Concern – Sparb/Kathy (Information)  

 
III. RETIREMENT 

A. Segal Contract – Sparb (Board Action)  
B. Retiree Health Plan – Sparb (Board Action)  
C. Communication Efforts – Sparb (Information)  

 
IV. FLEX COMP 

A. Enrollment Update – Kathy (Information)  
 

V. DEFERRED COMPENSATION – 3RD Qtr. 2009 401(a) and 457 Reports - Information 
 

VI. MISCELLANEOUS 
A. 2010 Business Plan – Sparb (Board Action)  
B. 2009 Comprehensive Annual Financial Report – (Information)  
C. Public Pension Coordinating Council Award – (Information)  
D. IFEBP – Sparb (Board Action)  
E. Quarterly Consultant Fees – (Information)  
F. SIB Agenda 
G. Hardship Withdrawal  #2010-001DC – Kathy (Board Action)  
 

 
Any individual requiring an auxiliary aid or service must contact the NDPERS ADA 
Coordinator at 328-3900, at least 5 business days before the scheduled meeting. 

 
 

Bismarck Location: 
WSI Boardroom 

1600 East Century Avenue 
Fargo Location: 
WSI Meeting Room 

2601 12th Ave SW

Time: 8:30 AMJanuary 21, 2010
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TO:    PERS Board    
 
FROM:   Sparb Collins     
 
DATE:   January 13, 2010 
 
SUBJECT:  CONTRACTS 
 
 
Attached is a contract for your final consideration and approval. It is with Deloitte for the fee 
for service work for the group insurance program.  Deloitte is the firm selected at the last 
meeting.  Aaron and staff have reviewed the contract and find it acceptable. 
 
We are working on finalizing the contract with TriCast, the PBM firm selected at the last 
meeting to do the audit of Prime Therapeutics. If we receive the contract prior to the Board 
meeting, we will send it to you.  
 
 
Board Action Requested 
Approve the attached contracts. 
 

North Dakota 
Public Employees Retirement System  
400 East Broadway, Suite 505 ● Box 1657 
Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
1-800-803-7377 
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TO:    NDPERS Board    
 
FROM:   Kathy      
 
DATE:   January 13, 2010   
 
SUBJECT:  COBRA Premium Subsidy Extended 
 
 
On December 19, 2009, the Department of Defense Appropriations Act for fiscal year 2010 
was signed into law.  The act extends the COBRA premium assistance subsidy that was 
initially passed in February 2009 as part of the American Recovery and Reinvestment Act 
(ARRA).  The ARRA provided for a 65% reduction in COBRA premiums for certain 
Assistance Eligible Individuals (AEIs) for up to 9 months if the involuntary termination and 
COBRA continuation start date occurred by December 31, 2009.  The new law provides for 
the following: 
 

• Extends the period during which individuals may qualify for the subsidy to February 
28, 2010. 

• Extends the length of the subsidy to a maximum of 15 months or the end of the 
COBRA qualifying period, whichever occurs first. 

• AEIs who have exhausted the initial 9 months of subsidy (generally beginning in 
November) and dropped their COBRA coverage, are entitled to reinstate that 
coverage, receive the additional 6 months of subsidy, and allowed an extension on 
the premium due date to pay their December premium. 

• AEIs that exhausted their initial 9-month subsidy period and continued their COBRA 
coverage by paying the full premium will receive a credit for those months and are 
entitled to the additional 6 months of subsidy. 

  
Staff is presently working to implement the new provisions.  Notice of the extension was 
sent to all participating employers the week of January 4th and staff is modifying our 
administrative procedures to comply with the act.  
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TO:    NDPERS Board   
 
FROM:   Kathy 
 
DATE:   January 13, 2010 
 
SUBJECT:  Heart of America Health Plan 
 
 
Attached is the request from Heart of America Health Plan in Rugby to continue to offer its 
health plan to state employees in its Rugby service area.  The term of this renewal is from 
July 1, 2010 through June 30, 2011.   The new rates are included in the materials provided 
by Heart of America.  The premiums for all coverage levels and plan options increased by 
approximately 4.7% over the previous year.  All other required information is attached and 
appears to be in order. The State Insurance Department has indicated that it has not 
received any inquiries or appeals on Heart of America over the past year.  The following 
outlines the current enrollment in the plan: 
 
Last year the Board approved the plan for the Rugby service area.  
  
 Rolette County Contracts    Game & Fish  
 2 Single      1 SPD 

 
 
 Pierce County Contracts     
 2 Single 
 1 Family 
 
 
BOARD ACTION REQUESTED 
 
Accept or reject the Heart of America request to continue to offer its health plan to PERS 
membership in the Rugby service area. 
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   January 13, 2010 
 
SUBJECT:  Sanford Health Plan   
 
 
Representatives of Sanford Health Plan will be at the January Board meeting to give you an 

overview of their insurance plan in North Dakota.  Attending from Sanford will be Ruth 

Krystopolski, President; Ryan Bohy, Chief Administrative Officer; and Lisa Carlson, Director 

of Regulation and Planning.  
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TO:    PERS Board    
 
FROM:   Sparb     
 
DATE:   January 13, 2010 
 
SUBJECT:  RETIREE CONCERN 
    
 
Attached is a recent letter from a retiree to the Board expressing a concern with the retiree 
benefit coordination with Medicare.  Also attached is an additional letter the member 
received that provides further background on the issue.  
 
BCBS will review this at the Board meeting.  
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TO:    PERS Board    
 
FROM:   Sparb Collins     
 
DATE:   January 13, 2010 
 
SUBJECT:  RETIREMENT CONSULTANT RENEWAL 
 
 
At the last meeting it was decided to renew the retirement consultant contract with Segal for 
one more year subject to a review of a cost proposal from them. Attached please find the 
renewal proposal from Segal.  You will note that they are willing to renew for one more year 
with no increase in fees.  Staff would recommend the renewal.   
 
Board Action Requested 
Approve the attached renewal for one year with Segal 
 

North Dakota 
Public Employees Retirement System  
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TO:    PERS Board    
 
FROM:   Sparb     
 
DATE:   January 12, 2010 
 
SUBJECT:  RETIREE HEALTH PLAN    
 
 
At the meeting in December we discussed the possibility of allowing members to use the retiree health credit 
program credit for not only the PERS health insurance plan but also other non-PERS health products.  In the 
2005 session, HB1403 was submitted that would have provided a similar provision.  Attached, for information 
and review, is a copy of our testimony on the bill and technical/actuarial report done by Segal.  As you will note 
in reviewing the testimony at the time the change would have an actuarial cost (.12%), an administrative cost 
and an effect on PERS staffing levels. 
 
The following is the information we reviewed concerning the long term funding for the retiree health plan: 

North Dakota Public Employees 
Retirement System

53

North Dakota Retiree Health Insurance Credit Fund
Projected Margins

(Market Return After FY 2010 Always 8.0%)

If Market Return for 
FY 2010 is June 30, 2010 June 30, 2011 June 30, 2012 June 30, 2013 June 30, 2014

24% 0.12% 0.11% 0.09% 0.09% 0.11%
16% 0.12% 0.10% 0.07% 0.06% 0.07%
8% 0.11% 0.09% 0.05% 0.04% 0.04%
0% 0.11% 0.07% 0.03% 0.01% 0.01%

-8% 0.10% 0.06% 0.02% -0.01% -0.03%
-16% 0.10% 0.05% 0.00% -0.04% -0.06%
-24% 0.09% 0.04% -0.02% -0.07% -0.09%
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As of beginning of January our YTD returns in the retiree health plan were approximately 19.75%.  Using the 
above table, if we ended between 24% and 16% we see that our margin in the upcoming years will go from .12 
to about .09%.   
 
Board Action Requested 
Based upon the attached information would the Board like us to update these numbers for your final 
consideration in March or would you prefer to table the concept at this time due to the estimated cost.   
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TO:    PERS Board    
 
FROM:   Sparb     
 
DATE:   January 12, 2010 
 
SUBJECT:  Communication Efforts 
   
 
This last fall the Board decided that staff should communicate the status of the retirement plans to 
our respective groups.  At that time we discussed including in our upcoming newsletter an article on 
the status of the plans.  Attached is a copy of the article. 
 
The Board also requested that I do a series of web videos for members that discussed the status of 
the plan in detail.  Thanks to the Health Department we did the first in December titled “The 
Challenge” and it is now on our website.  The second one titled “The Considerations” was done on 
January 13th and should be on our website by the week of January 25th.   
 
In addition, staff has been meeting with all our groups to review the status of our plans; these 
meeting have included the following: 
 

• November  5 – Meeting on Judges Retirement Plan 
• November 18th – NDPEA public forum at the Bismarck Public Library 
• November 19th - Meeting with Job Service Retirees 
• December 3 – Meeting with Highway Patrol 
• December 10th – PERS Retiree Meeting 
• January 7th – Meeting with Highway Patrol 
• January 8th – Meeting with League of Cities 
• January 11th – Meeting with Council of Educational Leaders 
• January 12th – Meeting with Association of Counties 
• January 13 – Meeting with OMB 

Other meetings to be set up in January include the NDEA, School Boards Association and the fiscal 
staff of the Legislative Council.   
 

North Dakota 
Public Employees Retirement System  
400 East Broadway, Suite 505 ● Box 1657 
Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
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NDPERS RETIREMENT PLAN FINANCIAL UPDATE 
 
 
Background 
 
The PERS office has had numerous inquiries about how the retirement plan is doing as 
a result of the recent downturn in the financial markets.  This article is the first in a series 
of educational updates that will keep you informed of our situation.  In this article we will 
review for the PERS system the market return for our fiscal year ending June 30, 2009, 
its effect on the plan, its implications and the steps we will take going forward.  
 
Investment Return 
 
The State Investment Officer recently reported that the return for the PERS retirement 
plan for fiscal year ending June 30, 2009 was a negative 24.5%.  The following graph 
shows this year’s return and past years’ actual returns: 
 
 

 
As you will note, PERS investments have generally been strong but this year’s return is 
unlike any the plan has ever experienced.  
 
Effect on the Plan 
 
PERS has always had a strong funded position.  Since the late 1980’s our plan has 
always had a funded status of over 90% on both a market and actuarial value basis.  
Funded status refers to the amount of assets the plan has compared to the existing cost 
of the benefits earned.  Market value is the actual value of assets at the end of the fiscal 



year. Actuarial value is calculated by recognizing 20% of a gain or loss in any one year 
with the remaining 80% recognized in 20% increments over the next four years. 
Actuarial value is used because it provides a more stable value for planning purposes.   
 
The following graph shows our status over the past 10 years: 
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With this year’s negative 24.5% return, you will see that for the 2009 fiscal year our 
funded status is projected to drop to 85% at actuarial value and to about 69% at market 
value.  Even if our fund earned 8% every year over the next 4 years, our actuarial 
funded status would continue to drop and would be approximately 60% at the end of that 
period.   
 
Implications for the Plan 
 
Employer contributions to the PERS plan are 4.12% and employee contributions are 4%.  
Some employers have “picked-up” the 4% contributions but these are still considered 
employee contributions by the plan.  Unlike most plans, our contribution has remained 
level and has not changed since 1989 when the employer contribution was decreased 
by 1% and allocated to start and fund the Retiree Health Insurance Credit (RHIC) 
program.  PERS has been able to maintain a level contribution for both the employers 
and employees due to the strong investment returns during the 1980’s and 1990’s.   
With the recent downturn in the markets and the dramatic drop this last year, we asked 
our actuary to estimate how much contributions would need to increase from the current 



8.12% to fully fund the Plan in twenty years. These estimates assume that the assets will 
earn 8% every year going forward.  The following is the estimate they provided to the 
PERS Board: 
 
  Year          Deficiency      Total Contribution 
  2009            3.62%        11.74% 
  2010        4.83%        12.95% 
  2011  6.15%        14.27% 
  2012  7.76%        15.88% 
  2013  8.94%        17.06% 
  2014  9.24%        17.36% 
 
This table shows the estimated projected contribution deficiency for 2009 to 2014 and 
what the total contributions should be in order to fully fund the Plan in twenty years.  
Based upon these projections, employer/employee contributions could increase by about 
9% in the next 5 to 6 years.  This would mean total contributions may need to change 
from the present rate of 8.12% to about 17%.   
 
Next Steps 
 
As mentioned at the outset of this article, the above results are based upon our most 
recent actuarial report.  The PERS Board has initiated a planning process to review this 
in detail and it will be ongoing through February 2010.  At that time the board will need to 
determine what actions to propose to the next legislative session and the Governor for 
consideration.  Pursuant to legislative guidelines, PERS must submit its proposed 
legislation to the Legislative Employee Benefits Committee (LEBC) by March 31, 2010.  
This starts a process of consideration and a series of hearings by that committee.  In 
addition, the committee asks the actuaries to prepare detailed reports on each bill which 
assess its technical and actuarial effect.  The LEBC will conclude its work in November 
of 2010 and will add a report to the proposed legislation that will outline its findings.  If 
the proposed bill is submitted at the next session, this report is attached for the 
Legislature’s consideration.   
 
As the PERS Board moves forward it will: 

1. Provide to you early next year in our newsletter information on proposals that are 
being considered to address the funding shortfall caused by the market’s recent 
downturn. 

2. Send to you next spring a letter with information on all the legislation submitted. 
 
In addition, the following will be available on our web site as indicated: 

 
December 2009 - webcast which will review the funding status of the plan in detail. 
February 2010 - webcast on the proposals that are under consideration. 
April 2010 - webcast on the proposed legislation. 
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TO:    NDPERS Board   
 
FROM:   Kathy 
 
DATE:   January 13, 2010 
 
SUBJECT:  FlexComp Annual Enrollment  
 
The annual open enrollment for the 2010 FlexComp plan year concluded on November 6, 
2009.  Included is an update of the number of participants that enrolled and the dollars 
deferred for the medical spending and dependent care accounts, the comparative statistics 
with the 2009 plan year, and the participation, total pretax and average pretax statistics since 
we began tracking this data in 2000. 
 
Enrollment Highlights 
 
Dependent Care Accounts 
 
 The minimum contribution amount increased by 50% 
 Total deferrals increased by approximately 4% 

  
Medical Spending Accounts 
 
 Participation for 2010 increased by 4%.   
 Average deferrals increased by 5%. 
 Total deferrals increased by approximately 9% 

 
We are available to answer any questions. 

North Dakota 
Public Employees Retirement System  
400 East Broadway, Suite 505 ● Box 1657 
Bismarck, North Dakota 58502-1657 

Sparb Collins  
Executive Director  
(701) 328-3900 
1-800-803-7377 



  Memo 
From:  Bryan T. Reinhardt 

To:  Sparb, Kathy, Sharon 

Date:  1/6/2010 

Re:

Here is the Flexcomp Program enrollment for the 2010 plan year.  The 2009 initial 
enrollment totals are included for comparison. 

  Flexcomp 2010 

 
If you have any questions or need anymore information, please contact me. 
 
 
         2010 PLAN YEAR INITIAL DEPENDANT CARE SPENDING                                    
         N      Minimum        Maximum          Mean             Sum 
         ------------------------------------------------------------------------------ 
         392    $240.00        $5,000.00    $3,718.36   $1,457,595.62 
 
 
         2009 PLAN YEAR INITIAL DEPENDANT CARE SPENDING                                
         N      Minimum        Maximum          Mean             Sum 
         ------------------------------------------------------------------------------ 
         377    $120.00        $5,000.00     $3,726.59   $1,404,924.33 
 
 
 
         2010 PLAN YEAR INITIAL MEDICAL SPENDING                                  
         N        Minimum      Maximum          Mean              Sum 
         -------------------------------------------------------------------------------- 
         2786     $60.00     $6,000.00       $1,677.61    $4,673,820.76 
 
 
         2009 PLAN YEAR INITIAL MEDICAL SPENDING                                   
         N        Minimum      Maximum          Mean              Sum 
         -------------------------------------------------------------------------------- 
         2674      $90.00     $6,000.00       $1,593.21    $4,260,243.09 
 
 
 

NDPERS 
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NDPERS Flexcomp Participation
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TO:    PERS Board    
 
FROM:   Sparb     
 
DATE:   January 13, 2010 
 
SUBJECT:  BUSINESS PLAN 
 
 
 
Each year we have done a business plan for the agency.  Development of the plan takes 
time by the managers and myself.  This year, due to the time requirements for the 
PERSLink project, I suggest that the managers not update the plan. Instead we will use last 
years plan for all the annual work and we understand that this year our new requirements 
will be: 
 

1. Successful completion of the PERSLink project 
2. Group insurance renewals 
3. Retirement plan funding status 

Attached is a copy of last year’s plan and I am seeking your concurrence with this exception 
for this year only.   
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MEMORANDUM 
 
 
 
 
TO:  NDPERS Board 
 
FROM: Sharon Schiermeister 
 
DATE:  December 24, 2009 
 
SUBJECT: 2009 Annual Report 
 
 
 
The 2009 comprehensive annual financial report has been included in your board 
materials.  The report is also available on the NDPERS website under Forms and 
Publications. 
 
Instead of mailing a copy of the report to each participating employer, an email notice 
was sent notifying them that the annual report is available on the NDPERS website.   
The report was submitted to the Government Finance Officers Association with an 
application for the GFOA Certificate of Excellence in Financial Reporting.   
 
Please let me know if you have any questions on the report. 
 
 
Enclosure 
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TO:    PERS Board    
 
FROM:   Deb Knudsen     
 
DATE:   January 13, 2010   
 
SUBJECT:  Public Pension Coordinating Council Certificate of Recognition 
   For Administration 
 
As in past years, staff completed and submitted an application to the Public Pension 
Coordinating Council.   
 
The Public Pension Coordinating Council (PPCC) is a coalition of three associations that 
represent public pension funds who cover the vast majority of public employees in the US.  
The associations are: 
  

National Association of State Retirement Administrators (NASRA) 
National Council on Teacher Retirement (NCTR) 
National Conference on Public Employee Retirement Systems (NCPERS) 

  
The Public Pension Standards are intended to reflect minimum expectations for public 
retirement system management and administration, as well as serve as a benchmark by 
which all defined benefit public plans should be measured.  The retirement systems and the 
state and local governments that sponsor them are encouraged to meet these standards.   
 
Although we did not qualify for the full award due to our funding status, we did qualify for the 
PPCC Recognition Award for Administration.  A copy of the award is attached for your 
information. 
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Public Pension Coordinating Council 

 
Recognition Award for Administration 2009 

 
 

Presented to 
 

North Dakota Public Employees Retirement System 
 

In recognition of meeting professional standards for  
plan administration as  

set forth in the Public Pension Standards. 
 

Presented by the Public Pension Coordinating Council, a confederation of 
 

National Association of State Retirement Administrators (NASRA) 
National Conference on Public Employee Retirement Systems (NCPERS) 

National Council on Teacher Retirement (NCTR) 
 
 

 
Alan H. Winkle 

Program Administrator 
 
 
 
 
 
 
 
   
 

P CP C
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TO:    PERS Board    
 
FROM:   Sparb     
 
DATE:   January 13, 2010 
 
SUBJECT:  IFEBP    
 
 
The IFEBP will be having their annual Public Funds Conference this April in Arizona.  
Several Board members (2) have expressed an interest in attending.  This year the Public 
Funds Conference is co-located with the IFEBP Investment Institute Conference.  As part of 
the registration, Public Funds Conference attendees can also sit in on the Investment 
Conference. 
 
Board Action Requested 
Approve 2 positions for attending the IFEBP annual conference. 
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