
 
 

 
 
  
 
 
 
 
 
 

 
I. Group Health Vendor Interviews  

 
A. Staff Review of Proposals - *Executive Session 

 
B. BCBSND ** Executive Session 

i. Presentation (30 minutes) 
ii. Questions/Answers (45 minutes) 

 
C. Sanford Health Plan ** Executive Session 

i. Presentation (30 minutes) 
ii. Questions/Answers (45 minutes) 

 
II. Proposed Legislation – Sparb  

 
III. Job Service Plan Asset Allocation - Sparb & Bryan 
 

*Executive Session pursuant to NDCC §44-04-19.1(9) and §44-04-19.2 to discuss 
negotiating strategy or provide negotiating instructions to its attorney or other negotiator. 
(Motion is necessary)  
 
** Executive Session pursuant to N.D.C.C. §§ 44-04-17.1(2) and (5), 44-04-18.4(6), and 
44-04-19.2(1) and (6) to hear and discuss oral presentations regarding bids or proposals 
received by a public entity in response to a request for proposals and to sequester all 
competitors in a competitive selection or hiring process from that portion of a public 
meeting wherein presentations are heard or interviews are conducted. (Motion is 
necessary) 
 
 
 
 
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: 

Bank of North Dakota 
1200 Memorial Highway 

Bismarck, ND  58505 

Time: 8:30 a.m. January 5, 2015  
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   December 30, 2014 
 
SUBJECT:  Fully Insured and Self Insured Interviews 
 
 
On January 5, 2015 BCBS and Sanford will be here for interviews with the Board.  We will 
be having the PBM vendors at our regular meeting scheduled for January 15.  The following 
is the schedule and the guidance we gave them on information to be covered: 
 
BCBS Presentation (30 minutes) 

1. Financials   

a. Projected claims and all fixed costs including but not limited to risk charges, 
reinsurance/stop loss, admin, ACA fees, etc. 
b. Insured vs. self-insured 
c. Please detail why administrative costs are going up so dramatically, how can 
NDPERS justify approving a proposal with level of increase? 

2. Value Proposition 

a. Reasons why NDPERS’ best option is to retain BCBS and on what funding basis 
b. Discuss improvements and innovations that NDPERS will benefit from going forward 
c. How Prime Therapeutics will operate under this contract and rationale 
d. Implications of carving out PBM 

3. Other topics (time permitting) 

BCBS Q & A Session (45 minutes) 
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Sanford Presentation (30 minutes) 

1. Financials 
a. Brief summary of projected claims and all fixed costs including but not limited to 

risk charges, reinsurance/stop loss, admin, ACA fees, etc. (insured/self-insured) 
b. Reserves and RBC requirements including willingness to guarantee Sanford 

Health support of the NDPERS program.  How can NDPERS be assured that all 
the necessary financing is in place?  What binding guarantees can you provide 
that would show NDPERS prudently executed its fiduciary responsibilities to 
insure a viable program for its members.  
 

2. Implementation of NDPERS Program 

a. Ramp-up required: including but not limited to hiring, training, systems, call center, 
wellness/disease management program development, etc.  

b. NDPERS specific provider negotiations: including but not limited to negotiation 
strategy and timeline 

c. Assurances of smooth transition and remedies if not met 
d. Network management/improvements 
e. How ESI will operate under this contract and rationale. 

3. Value Proposition 
a. Implications of carving out the PBM 

 
4. Reasons why NDPERS’ best option is to select Sanford 

 
Sanford Q & A Session (45 minutes)   
 
At the last meeting we provided you background information on the proposals, if you were 
not able to keep a copy for you reference please let us know and we can send you another.  
Attached for your additional reference is:  1) a copy of the PowerPoint presentation we went 
over at the last meeting;  2) a copy of the ramp plan submitted by Sanford in response to 
our questions at the staff interview; 4) a copy of the response from BCBS to staff about the 
level of adm/risk increases in their proposal (please note this was before the rebid so the 
conversion charge was eliminated, the risk charge/adm were reduced), and 4) a copy of a 
letter from Tim Huckle responding to some of the concerns highlighted at the staff interview 
for the fully insured plan (discusses the changes in #3).   
 
Also, we gave each of the vendors a copy of the information we shared with you at the last 
meeting relating to their proposal (we did not share their competitor’s information).   
 
 
  



At the end of the presentations we will discuss: 
 
• Should the plan go fully insured or self insured and with which vendor? 
• Do we need additional information to make a decision? 
 
At the January 15 meeting after hearing from the PBM’s and our consultants we will need to 
decide if we should carve out the PBM services from the vendor/arrangement we select 
after the January 5 special meeting.   
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   December 31, 2014  
 
SUBJECT:  Proposed Legislation 
 
 
Attachment #1 is proposed amendments to the defined contribution bill.  These 
amendments are based upon our testimony in September to the Government Finance 
Committee and the Technical/Actuarial valuation of Segal (Attachments #2 & #3).  The 
following is the amendments and explanation: 
 
Attachment #1 
Amendments 

Reason History 

“Contingent 
Effective Date” 
Provision and the 
“Contingent 
Expiration Date” 
Provision 

The bill does not provide any funding for the 
changes proposed.  The “Contingent 
Effective Date” amendment would make the 
effective date contingent on such funding 
being put into place and assuming a 7% 
return assumption. 
The “Contingent Expiration Date” provision 
would cause the bill to expire if needed 
future funding was not provided.   

This concern was 
mentioned  in the Segal 
Tech/Actuarial review (p 
2) & our Sept memo ( p 
1) 

Page 18, line 3 Provides an appropriation to pay the 
implementation costs 

This concern is 
mentioned  in the Segal 
Tech/Actuarial review (p 
2) & our Sept memo ( p 
1) 

Page 17, lines 7,9 
& 10 

Modifies the method for transfer out from 
actuarial present value or 
employer/employee contributions plus 
interest to actuarial contributions or 
employee contributions with interest and 
employer contributions. 

This concern is 
mentioned  in the Segal 
Tech/Actuarial review (p 
17) & our Sept memo ( p 
6) 
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Attachment #4 is an amendment to increase employer contributions to pay for the bill.  I 
would recommend not submitting this amendment so the proponents can figure out how 
they would like to pay for the bill. Since our proposed amendments would set the effective 
date to be when the bill is funded, it allows us not to have to propose a funding source while 
still maintaining the integrity of the trust.  If we did not have the effective date wording then 
we would need to consider a funding mechanism.   
 
Items not covered in our amendments: 
 

1. Survivor Benefits 
2. Disability Benefits 
3. Adequacy of DC contribution 

 
 

Board Action Requested: 
 
To approve requesting the attached amendments to HB 2038 (not including the contribution 
increase). 
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TO:    PERS Board    
 
FROM:   Sparb & Bryan     
 
DATE:   January 5, 2015  
 
SUBJECT:  Job Service Plan Asset Allocation 
 
 
The NDPERS Investment Subcommittee studied de-risking the Job Service retirement plan.  
Since this plan is fully funded, there is an opportunity to lower the risk of the plan.  It is 
recommended this be done in steps (glide path) and not all at once.   
 
The following pages are from the asset allocation study performed by SEI.  The investment 
subcommittee recommends moving the Job Service asset allocation to “Portfolio B”.  The 
allocation in Portfolio B has an expected return of 7.0% (Currently 8.0%).  The standard 
deviation (measure of risk) would go from 10.0 to 7.5 with Portfolio B.  The asset allocation 
for a 7% expected return still has the current 40/60 equity/fixed income mix.  This would also 
match the expected portfolio return of 7% estimated by Callen for a closing retirement plan.   
 
This would also move the assets from the larger pool to its own administered by SEI.  This 
would be similar to the RHIC plan.  Attached is an updated Job Service Investment Policy 
with the proposed changes in asset allocation and assumed return.  
 
The committee also recommends that this be a first step in implementing the glide path and 
over time the return assumption on this plan should be reduced further to between 5% and 
6%.    
 
We will be available at the NDPERS Board meeting for questions.   
 
Board Action 
 
 
Approve the Job Service Plan Investment Policy changing the asset allocation to Portfolio B 
and using SEI as the asset manager for these funds.   
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RETIREMENT PLAN FOR EMPLOYEES OF JOB SERVICE NORTH DAKOTA 

INVESTMENT POLICY STATEMENT 
 
1. PLAN CHARACTERISTICS AND FUND CONSTRAINTS.  

The Retirement Plan for the Employees of Job Service North Dakota (Plan) is a defined benefit retirement plan for 
the eligible employees hired before October 1, 1980. There have been no new entrants to the plan since October 
1, 1980. The plan provides retirement benefits, disability benefits and survivor benefits consistent with the written 
Plan document. Until October 1, 1993, annuities were purchased from the Travelers for retirees, since that date 
retiree benefits are paid from Plan assets. Annual cost of living adjustments for all Plan pensioners including 
annuitants with the Travelers are paid from Plan assets. The NDPERS Board (the Board) is the Plan 
Administrator and administers the Plan in accord with Chapter 52-11 of the North Dakota Century Code.  

Job Service North Dakota as the employer contributes 4% of the active participant’s salary as a contribution 'on 
behalf of the employee' and the active participants pay 3% of their salary into Plan assets.  

Each year the Plan has an actuarial valuation performed. The current actuarial assumed rate of return on assets 
is 8.07.0%.  

 
 
2.  RESPONSIBILITIES AND DISCRETION OF THE STATE INVESTMENT BOARD (SIB) 
 

Aggregate plan contributions plus earnings, minus allowable expenses constitute the Fund.  The Board is 
charged by NDCC chapters 54-52, 21-10-01, and 39-03.1 to establish policies for the investment goals and 
asset allocation of the Fund.  The State Investment Board (SIB) is charged with implementing the asset 
allocation as promptly and prudently as possible in accordance with the Board’s policies by investing the 
assets of the Fund in the manner provided in the prudent investor rule, which provides: 
 
Fund fiduciaries shall exercise the judgment and care, under the circumstances then prevailing, that an institutional investor 
of ordinary prudence, discretion, and intelligence exercises in the management of large investments entrusted to it, not in 
regard to speculation but in regard to the permanent disposition of funds, considering probable safety of capital as well as 
probable income. The retirement funds belonging to the teachers' fund for retirement and the public employees retirement 
system must be invested exclusively for the benefit of their members and in accordance with the respective funds' investment 
goals and objectives.  (NDCC 21-10-07) 

 
The SIB may delegate investment responsibility of the Fund or any portion of the Fund to professional 
money managers.  Where a money manager has been retained, the SIB’s role in determining investment 
strategy is supervisory not advisory. 

 
The SIB may at its discretion, pool the assets of the Fund with another fund or funds having similar 
investment objectives and time horizons in order to maximize returns and minimize costs.  In pooling fund 
assets the SIB will establish asset class pools it deems necessary to achieve the specific quality, 
diversification, restrictions, and performance objectives subject to the prudent investor rule and the 
objectives of the funds participating in the pools.   
 
The SIB is responsible for establishing the selection criteria, determining the performance measures, and 
retaining all fund money managers.  SIB is also responsible for the selection and retention of any 
investment consultants that may be employed in the investment of the Fund assets.  
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3. DELEGATION OF AUTHORITY 
 
 Management responsibility for NDPERS funds not assigned to the North Dakota State Investment Board 

(SIB) in Chapter 21-10 of the North Dakota Century Code (NDCC) is hereby delegated to the SIB, which 
must establish written policies and procedures for the operation of the NDPERS funds, consistent with this 
investment policy.   

 
 Such procedures must provide for:   
 
   1. The definition and assignment of duties and responsibilities to advisory services and persons 

employed by the SIB pursuant to NDCC 21-10-02.1(1) (a). 
 
   2. Investment diversification, investment quality, qualification of money managers, and amounts to 

be invested by money managers pursuant to NDCC 21-10-02.1(1)(e).  In developing these policies 
it is understood: 

 
    a. Futures and options may be used to hedge or replicate underlying index exposure, but not 

for speculation. 
    b. The use of derivatives will be monitored to ensure that undue risks are not taken by the 

money managers. 
    c. All assets must be held in custody by the SIB's master custodian or such other custodians as 

are selected by the SIB. 
 
   3. Guidelines for the selection and redemption of investments will be in accordance with  NDCC 21-

10-02.1(1) (d). 
 
   4. The criteria for making decisions with respect to hiring, retention, and termination of money 

managers will be clearly defined.  This also includes selecting performance measurement 
standards, consultants, report formats, and frequency of meetings with money managers. 

 
 All participants in the investment process must seek to act responsibly as custodians of the public trust. 
 
 
4. INVESTMENT GOALS.  

The investment objectives of the Plan have been established by the Plan's Administrator upon consideration of its 
strategic objectives and a comprehensive review of current and projected financial requirements.  

Objective #1: To maintain a level of surplus sufficient to eliminate the need for future contributions;  

Objective #2: To achieve a rate of return which exceeds the rate of inflation, as measured by the Consumer Price 
index (CPI), by 3.0 percentage points per year (based on current actuarial assumptions of 7.50% return and 5% 
inflation), over a complete market cycle; and  

Objective #3: As a secondary objective, to maximize the Plan's surplus to increase future benefit 
payments. 
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5. INVESTMENT PERFORMANCE OBJECTIVE 
 
 The NDPERS Board will seek to make investments that generate sufficient return to meet the goals 

outlined in this policy.  The objectives established in this section are in accordance with the fiduciary 
requirement in federal and state law.   

 
 It is in the best interest of NDPERS and its beneficiaries that performance objectives be established for the 

total Fund.  It is clearly understood these objectives are to be viewed over the long term and have been 
established after full consideration of all factors set forth in this Statement of Investment Goals, Objectives 
and Policies. 

 
a) The funds rate of return, over the long term should equal that of the policy portfolio which is comprised 

of policy weights of appropriate asset class benchmarks as set by the SIB.  
b) The annual standard deviation of total returns for the Fund should not materially exceed that of the policy 

portfolio by more than 15%. 
c) Over 5-year  and longer periods the fund should match or exceed the expected rate of return projected in 

the most recent asset/liability study without exceeding the expected risk for the period as measured by 
standard deviation by more than 15%. 

 
6. ASSET ALLOCATION  

 
The NDPERS Board as plan Administrator establishes the asset allocation of the Fund, with input from 
consultants and SIB staff. The current asset allocation is based upon the asset/liability study completed by SEI 
Consultants in DecemberFebruary 200914. That study provided an appraisal of current cash flow projections and 
estimates of the investment returns likely to be achieved by the various asset classes.  

 
In recognition of the Plan's objectives, projected financial status, and capital market expectations, the following 
asset allocation options were deemed appropriate for the Fund:  
 
Domestic Large Cap Equity --2524%  
Domestic Small Cap Equity --6%  
GlobalInternational Equity --916%  
Domestic Fixed Income --47%  
International Fixed Income --5%  
U.S. High Yield Bonds –83% 
Emerging Markets Debt –3% 
Core Fixed Income –19% 
Limited Duration Fixed Income –19% 
Diversified Short Term Fixed Income –10% 
Short Term Corporate Fixed Income –6% 

Rebalancing of the Fund to this target allocation will be done in accordance with the SIB's rebalancing policy, but 
not less than annually.  
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7. RESTRICTIONS 

While the SIB is responsible for establishing specific quality, diversification, restrictions, and performance 
objectives for the investment vehicles in which the Fund's assets will be invested, it is understood that:  

a. Futures and options may be used to hedge or replicate underlying index exposure, but not for speculation.  

b. Derivatives use will be monitored to ensure that undue risks are not taken by the money managers.  

c. All assets will be held in custody by the SIB's master custodian or such other custodians as are acceptable to 
the SIB.  

 
 Social Investing is defined as "The investment or commitment of public pension fund money for the 
  purpose of obtaining an effect other than a maximized return to the intended beneficiaries." 
 

d. Social investing is prohibited unless it meets the Exclusive Benefit Rule and it can be substantiated that 
the investment must provide an equivalent or superior rate of return for a similar investment with a 
similar time horizon and similar risk.    

    
 Economically targeted investment is defined as an investment designed to produce a competitive  
 rate of return commensurate with risk involved, as well as to create collateral economic benefits for  
 a targeted geographic area, group of people, or sector of the economy.   
 

e. Economically targeted investing is prohibited unless the investment meets the Exclusive Benefit Rule.   
   

  The Exclusive Benefit Rule is met if the following four conditions are satisfied: 
 
  (1) The cost does not exceed the fair market value at the time of investment. 
 
  (2) The investment provides the Fund with an equivalent or superior rate of return for a similar 

investment with a similar time horizon and similar risk. 
 
  (3) Sufficient liquidity is maintained in the Fund to permit distributions in accordance with the 

terms of the plan. 
 
  (4) The safeguards and diversity that a prudent investor would adhere to are present. 
 
 
8. INTERNAL CONTROLS 
   
 The SIB must have a system of internal controls to prevent losses of public funds arising from fraud or 

employee error.  The controls deemed most important are the separation of responsibilities for investment 
purchases from the recording of investment activity, custodial safekeeping, written confirmation of 
investment transactions, and established criteria for broker relationships.  The annual financial audit must 
include a comprehensive review of the portfolio, accounting procedures for security transactions and 
compliance with the investment policy. 
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9. EVALUATION 
 
 Investment management of the Fund will be evaluated against the Fund's investment objectives and 

investment performance standards.   
 
 An annual performance report must be provided to the Board by the State Investment Officer at a regularly 

scheduled NDPERS Board meeting.  The annual performance report must include asset returns and 
allocation data as well as information regarding all significant or material matters and changes pertaining 
to the investment of the Fund, including: 

 
     - Changes in asset class portfolio structures, tactical approaches and market values; 
 
     - All pertinent legal or legislative proceedings affecting the SIB. 
 

- Compliance with these investment goals, objectives and policies. 
 
- A general market overview and market expectations. 

 
- A review of fund progress and its asset allocation strategy. 

 
 In addition, the State Investment Officer shall review with the Board the procedures and policies 

established by the SIB relating to this statement of investment goals, objectives, and policies.   
 
 
          
 
_____________________________________________ ____________________________________________ 
J. Sparb Collins David Hunter 
Plan Administrator and Trustee Executive Director 
Retirement Plan for Employees of North Dakota Retirement and Investment Office 
   Job Service North Dakota 
 
Date:_________________________________________ Date:________________________________________ 
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