
 
 

 
 
  
 
 
 
 
 
 
I. MINUTES  

A. February 20, 2014 
 

II. FLEX COMP 
A. ADP Response and Plan of Action to Member Survey – Kathy and ADP 
 

III. GROUP INSURANCE 
A. BCBS Executive Summary Report – (Information)  
B. About the Patient Diabetes Update – (Information)  
C. Healthy Blue – Kathy (Board Action) (possible Executive Session pursuant to NDCC 
54-52.1-11 and 54-52-26 to discuss confidential member information) 
D. Health Consultant – Sparb (Board Action)  
E. Plan Placement – Sparb (Board Action)  
F. OPEB Valuation – Sparb (Board Action) 
G. Life Insurance Renewal – Kathy (Board Action)  
H. Sanford Heart of America – Kathy (Board Action)  
I. Political Subdivision Participation – Sparb (Information)  
 

IV. RETIREMENT 
A. Retirement Consultant – Sparb (Board Action)  
B. Retirement Legislation – Sparb (Board Action)  
C. Retiree Health Legislation – Sparb (Board Action)  
D. Defined Contribution Plan Legislation – Sparb (Board Action)  
E. Job Service Retirement Plan Update (Dept. of Labor) – Sparb (Information)  
F. Job Service Retirement Plan – Kathy (Board Action) (possible Executive Session 
pursuant to NDCC 44-04-18.4(1) and 44-04-19.2(1) to discuss confidential records) 
 

V. MISCELLANEOUS   
A. Technical Legislation – Sparb (Board Action)  
B. 2013 Annual Report – Sharon (Information) 
C. Audit Committee: December 19, 2013 Minutes and Charter Activity Review     
          (Information)  
D. Board Election – Kathy (Information)  
E. Personnel Policies – Kathy (Board Action)  
F. Appeals – Kathy (Board Action) (Executive Session pursuant to NDCC 44-04-19.2(1) 
and 54-52-26 to discuss confidential member information) 

1. Retirement Disability Appeal 
2. Deferred Compensation Hardship Appeal  

 
 
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: 
ND Association of Counties 

1661 Capitol Way 
Fargo Location: 

BCBS, 4510 13th Ave SW 

Time: 8:30 AM March 20, 2014  



 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
 
 
TO:    NDPERS Board    
 
FROM:   Kathy      
 
DATE:   March 12, 2014  
 
SUBJECT:  ADP Response 
 
 
At the December meeting, ADP provided a preliminary response to the following issues: 
 

1. The need to change members’ perception as shown in question 18 (on the 
survey). 

2. The comments and high level of dissatisfaction with the debit card. 
3. The concerns with the customer service. 
4. The confusion between the debit card and the automatic claim reimbursement. 
5. The low level of understanding of the mobile application. 
6. How they plan to decrease the intensity of responses relating to “dissatisfaction”. 

 
ADP will be in attendance via video conferencing to further define its plan of action for the 
above issues.  
 
 

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 



ADP/NDPERS Board of 
Directors Meeting 
March 20, 2014 



Attendees 

Board Members 

Ms. Joan Ehrhardt 

Mr. Howard Sage 

Mr. Mike Sandal 

Ms. Kim Wassim 

Mr. Thomas Trenbeath  

Ms. Arvy Smith  

Jon Strinden  
(via videoconference)  
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NDPERS 

Mr. Sparb Collins 

Ms. Cheryl Stockert  

Ms. Sharon Schiermeister 

Ms. Kathy Allen        

Mr. Bryan Reinhardt  

Ms. Rebecca Fricke 

Ms. Maryjo Stefffes 

Ms. Deb Knudsen  

Ms. Jan Murtha, Attorney General’s Office  
 

ADP 

John Erxleben 

Kim Wright 
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Agenda 

ADP Service Team 

ADP Call Center Survey Results 

 2013 Call Center Survey 

 2014 YTD 

Action Plan 

 ADP Action Plan & Response 

 2014 Participant Education Preview 

2013 FlexComp Performance 

 2013 Statistics 

Questions/Feedback 
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Your FlexComp Service Team 



NDPERS Call Center Experience          
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 Since going live in January 2013, 98% of  
NDPERS participants taking the Customer  
Satisfaction Survey report being extremely  
satisfied or satisfied with their experience. 

 As of January 31, 2014 100% were 
extremely satisfied or satisfied with their 
experience.  

 During 2013, ADP received 2923 calls. 

- 3% abandonment rate  

- 87% of call answered within  
30 seconds 

- 90% first call resolution 
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2014 ADP/NDPERS  
Action Plan 
What’s ahead for  
ADP and NDPERS 



NDPERS Participants - Action Taken   

7 

 Email reminders sent out to participants the week of 2/24/14 
 FSA Decision Support Tool: Currently available to New Hires and active participants 

during 2013. 1,364 NDPERS participants utilized the Decision Support Tool. As of  
March 3, 91 NDPERS participants have utilized the tool. 

 Participant Webinars & Training Modules: (webinars to be recorded) 
- April: Debit Card 
- May: Technology  
- June: General FlexComp Plan Overview 
- September: ADP Service team to conduct onsite training - general information booth 

and individual break out sessions 

 2013 Customized Participant Collateral  (Completed) 

- “Cost Suppressant” postcard sent to non-participants & webinar postcard sent to 
existing participants 

- Conducted three interactive participant education seminars 
- Created custom flyer to include in the Debit Card Welcome Kit 
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NDPERS Custom Employee Communications 
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 Targeted participant 
communications designed to yield 
greater results. 

 Creative messaging to draw the 
audience in. 

 ADP resources to create and 
deliver targeted communications. 
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Survey Postcard 
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Debit Card Insert 



2014 Participant Education 
Plan  
April 2014: ADP FlexComp Debit Card 

June 2014: ADP Spending Account 
Technology (Mobile/Texting) 

August  2014: Understanding Your  
NDPERS FlexComp Plan 

© Copyright 2014 ADP, Inc. Proprietary and Confidential Information. 11 11 



2013 Statistical Review 

FlexComp Plan 
Performance Results 



FlexComp Plan Performance Results 

 FSA claims processing on time  
was 99% 

 Overall processing accuracy  
was 98% 

 22,725 claims processed/card 
transactions from 1/1 - 12/31/2013 

 Substantiation rate was 97.2% 
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 Calls answered in 2013: 2,923 

 Calls answered on time: 87%  
ADP’s book of business at 80% 

 Abandonment rate: 3%   
ADP’s book of business 3% 

 First call resolution: 90%  
 ADP’s book of business at 80% 
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Call Center Statistics 



Performance Overview  

Performance Guarantee  
FlexComp  Administration 

Target 
Q1 

2013 
Q2 

2013 
Q3 

2013 
Q4 

2013 
All 

2013 
PG 
Met 

Processing Timelines:  FSA claims are processed within 5 
business days of receipt. 

90% 99% 100% 100% 99% 99%  
Processing Accuracy:  FSA claims are processed 
accurately without errors. 96% 99% 97% 99% 99% 98%  
Contact Center 

Abandoned Calls:  Percent of total calls that hang up after 
system answers and before agent answers. 

5% 3% 5% 2% 7% 3%  
Service Level:  Total calls answered and responded to in 30 
seconds. 85% 86% 87% 89% 84% 87%  
First Call Resolution:  Percentage of total calls resolved 
without any follow up calls. 

80% 86% 90% 95% 95% 90%  
System Availability 

Web Availability:  Time available except scheduled 
maintenance. 98% 100% 100% 100% 100% 100%  
IVR Availability:  Time available except scheduled 
maintenance. 98% 100% 100% 100% 100% 100%  
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2013 Plan Statistics 
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NDPERS 
Plan Totals Plan Enrollees Elections Deposits Claims Paid 

FlexComp 
 

Health Care FSA 2,711 $4,042,481.91 $3,944,172.05 $3,773,896.49 

Dep. Care FSA 453 $1,730,419.46 $1,648,586.34 $1,595,333.77 

NDPERS 
Debit Card Statistics Medical Rx Dental Vision Totals 

Benefit By Claim 
Type 

Claims By Type 
 

$81,193.05 
 

$43,055.45 $43,855.08 $38,825.11 $206,928.69 

Total Debit Card 
Claims 17,284 Card Swipes Substantiation Rate:   97.2%  

© Copyright 2014 ADP, Inc. Proprietary and Confidential Information. 



2013 FlexComp Financial Summary 

At a Glance Financial 

Pre-Tax Contributions for 2013:  $5,581,052.31 
Claims Reimbursement Payments in 2013:  $5,369,230.26 
Estimated Payroll Tax Savings thru 2013:                       $604,305.00 
Forfeitures to date for 2013:                                                 +     $297,940.69 
FlexComp  Administrative Fees for 2013:               -     $108,905.60 

   Net Benefit :                                                                                    $793,340.09 

Employee Savings (assuming top tax rate of 28%) 
Total estimated taxes saved for participants: $1,562,694.64 
Average Participant Annual Contributions:  HC $1451.97/ $ DC $3630.81 
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Potential Potential 
Best Current +5% +10% +15% +20% 

Practice           
FSA 

Participants 7,900 4,345 3,160 3,555 3,950 4,345 4,740 

% 
Participation 100% 55% 40% 45% 50% 55% 60% 

Tax Savings 
(7.65%) $1,510,875  $830,981 $604,350 $679,894  $755,438 $830,981  906,5251  

Increase in 
Tax Savings $906,525  $226,631 N/A $75,544 $151,088 $226,631  $302,175  

© Copyright 2014 ADP, Inc. Proprietary and Confidential Information. 



A Roadmap for Innovation  

18 

Leading edge technology that will 
reduce cost, improve efficiency and 
increase employee engagement. 

Single ADP 
Web/Mobile Service 
participants can manage 
benefits and financial 
dollars seamlessly (Health 
& Payroll) 

Two Day Processing  
for payroll contributions 
and spending account 
claims 

 
One-stop Shop Client 
Administrative Portal 
regardless of client size 

 

2014 

2012 

Defined Contribution 
Solution coincides with 
launch of exchanges to 
support a premium 
reimbursement strategy 

Analytic & 
Dashboard Reporting 
to drive improved results 
through increased 
transparency 

Push Communications  
& Alerts improve employee 
engagement and 
understanding 

Discounts & Rewards 
delivering additional 
employee value based on 
spending patterns 

Automated Payroll 
Contribution money 
movement and 
reconciliation decreases 
financial risk to employers 
and moves money faster  
for employees  

Day   
 2 



Client Command Center – An Extension of You 

Client command center 
 Single platform 
 Performance reporting 
 Service metric reporting 
 Participant viewing 

 
Education and communication 

 Product advisory council 
 Webinars 
 Training guides 
 White papers 
 Compliance experts 

19 © Copyright 2014 ADP, Inc. Proprietary and Confidential Information. 



 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
 
 
TO:    NDPERS Board    
 
FROM:    Sparb     
 
DATE:   March 12, 2014  
 
SUBJECT:  BCBS Executive Summary 
 
 
BCBS staff will present the annual Executive Summary to the Board and staff.  
Refer to the attached presentation.  
 

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 



North Dakota Public Employees 
Retirement System

Noridian Mutual Insurance Company

Retirement System
Presented by: Blue Cross Blue Shield of ND

March 2014
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Year to Date 
Incurred Claims Per ContractIncurred Claims Per Contract
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NDPERS - Actives
AVERAGE MONTHLY INCURRED CLAIMS PER CONTRACT
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Year to Date
Incurred Claims Per Contract
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AVERAGE MONTHLY INCURRED CLAIMS PER CONTRACT
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Claims Trend
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 NDPERS average annual claims increase: 6.2%
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Membership & Demographicsp g p
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60 000

Appendix 2: Utilization Study
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Total Paymentsy
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2011 2012 2013 % Change 2012‐2013

Actives $177,027,226 $195,785,987 $214,835,134 10%Actives $177,027,226 $195,785,987 $214,835,134 10%

Early Retirees 8,870,187 $9,856,378  $11,300,089 15%

Medicare Retirees 10,747,502 $11,861,408  $13,079,475 10%

TOTAL PAID $196,644,915  $217,503,773  $239,214,698 10%
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2012 Allowed Amount
by Product

Actives/ Early Retirees
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Outpatient ER Utilizationp

Consideration:
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High Dollar Cases
Actives & Early Retirees

High Dollar Cases over $100,000/member
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2013 Provider Discounts
Appendix 2: Utilization Report 

Performance
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PPO Discounts 4,725,857$            
Performance 
Guarantees: 
• BCBSND will 
maintain a PPO 
network: consisting 

Other 149,848,446$        

Total In‐State Discounts $154,574,303

g
of 92% or more of 
the in‐state 
hospitals, MD’s and 
DO’s

BlueCard Discounts 18,281,877$          

Total Discounts $172,856,180

Currently above 
Goal ‐ 99.7%

• BCBSND 

% Discounts off 
Total Charges*

guarantees NDPERS 
a minimum 
provider discount of 
30% for Non‐
Medicare contracts

37%63%

Discounts

Restricted and/or Confidential

Medicare contracts.

Currently above 
Goal – 52.5%

*Medicare Retirees excluded



PHARMACY MANAGEMENT



Quarterly  RX Spendingy p g
•Annual RX Spending Trends have been 5‐9% quarter to quarter since 2010.
• Overall trend is driven by separate trends in generic, brand and specialty.Overall trend is driven by separate trends in generic, brand and specialty.
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Monthly PMPMy
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PMPM Plan and total paid amounts average $10‐15 higher than 
hl l l
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Monthly Utilizationy
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Utilization outpaces BCBSND average in both % of 
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Monthly Claims Costsy
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Average claims costs are higher than plan average
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Need and solution• Specialty drug management

By 2018 more than 50 percent of all drug spend will be specialtyBy 2018, more than 50 percent of all drug spend will be specialty

NDPERs Actual

Watch for the return of double‐digit drug
trends within five years, stemming in part from 
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the growth of specialty, increased utilization and 
aging baby boomers



Research on National Trends
Web location available on request

Employer Surveys:Employer Surveys:

•EMD: 102 health 
Plans, 52% of 
commercial livescommercial lives 
within geographical 
areas surveyed.

•Walgreens: 306 
employers 
representing 17.6 
million members, 62% 
in groups >5000.

•PBMI: 1st Published in 
1995. 478 Plans, 22.5 
million members.



Specialty Drug Management includes patient, acquisition, 
handling, delivery and monitoring considerations.  

24
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Managing Specialty (2014 specialty Drug Report)  g g p y
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Approximately 80% of employer 
groups use Channel Management

Trends are to decrease access to retail 
channelgroups use Channel Management channel

Restricted and/or Confidential
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Prime Specialty Campaignp y p g

PSP Campaign:
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7% 93%AUTOIMMUNE-1,433PSP Campaign:

March 2013:
•284 targeted 
NDPERs Specialty 7%

7%

93%

100%

100%

93%

CANCER ORAL 188

CANCER-INJECTABLE-1

BLOOD MODIFIERS-50

AUTOIMMUNE 1,433

NDPERs Specialty 
Utilizers.
•33 new utilizers 
identified 
through close of

2%

16%

7%

98%

84%

93%

GROWTH HORMONES 51

FERTILITY & PREGNANCY-311

CYSTIC FIBROSIS-58

CANCER-ORAL-188

through close of 
2013.
•PrimeSpecialty 
Pharmacy 
penetration

20%

100%

100%

80%

HIGH COST OTHERS-76

HEPATITIS C-64

GROWTH HORMONES-51

penetration
remains low at 
13% of claims.*

13%

29%

87%

100%

71%

TOTAL-3,165

PULMONARY HYPERTENSION-4

MULTIPLE SCLEROSIS-929

Restricted and/or Confidential

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100%

Prime Specialty Pharmacy Other Pharmacies



HEALTH MANAGEMENT
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l h i k Chronic High Cost

Stay Healthy Reduce Lifestyle 
Risks

Manage Chronic 
Conditions

Manage High
Cost Episodes

Healthy                   At Risk      Chronic
Conditions

High Cost
Episodes

Risks Conditions Cost pisodes

1. HealthyBlue
2 H lth Cl b

1. Member 
Ed ti

1. MediQHome
2 G id d H lth

1. Member 
Ad2. Health Club 

Credit
Education

2. Targeted 
Messaging

2. Guided Health
3. Specialty Rx
4. Accordant

Advocacy
2. Prenatal Plus
3. Case 
Managementg

NDPERS Actives & Early RetireesNDPERS Actives & Early Retirees

Restricted and/or Confidential



Health Improvement Programs
30

Member Advocacy ProgramMember Advocacy Program
• Currently following 6 Cases

Tobacco Cessation Program
• 53 members enrolled with 53 start dates
• 35 members had claims totaling $9,295g
• Biennium Program Expenditures through 12/31: $10,132 

AIM Specialty Health
• April 1, 2014
• Educational
• BCBSND will require case review for selected outpatient non‐emergency 
diagnostic imaging services. (CT, MRI, etc.)

Restricted and/or Confidential



Newborns
Actives

Opportunity:
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Paid PMPM

Appendix 2: Utilization Study

Opportunity:

• Prenatal Plus 
Program

$6.38 

$5.31 
$5 00

$6.00 

$7.00 
Normal Newborn                                 Critical Newborn

NDPERS BCBSND PLAN

• Average of 28% 
participation over 
last 3 years $1.77 

$1 50
$2.00 

$3.00 

$4.00 

$5.00 

$1.50 

$‐

$1.00 

2011 2012 2013 2011 2012 2013

756

400

600

800

Deliveries

Restricted and/or Confidential
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200
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Cancer Screening Measuresg

Performance 
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100%Guarantees:

• Breast Cancer screening 
rates at 86% 

86% 86%
99% 99%

70% 71%75%

100%

Goal = 80%

•Colorectal Cancer  25%

50%

screening rates at 70%

Goal = 60% 0%

25%

2011 2012* 2013* 2013* 
BCBSND BoB

•Cervical Cancer 
screening rates at 99%

Goal = 85%

BCBSND BoB

Breast Cervical Colorectal

*Supplemented with MediQHome

Restricted and/or Confidential

Goal = 85%

Includes all NDPERS members who were active on NDPERS plan as of January 2014



Top 10 Diseases
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% of Total Spending by Disease Category

12%
9%

7%
4%

Acute

NDPERS – Actives/Early Retirees                                                         BCBSND BoB

11% 8%
7%
4%4%

68% Chronic

Cancer

Rare

All else

4%

70%

Restricted and/or Confidential



Cost Distribution
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1) Diabetes
2) CAD
3) Hypertension

1) Back/Spine,    
Pain or Condition

2) Osteoarthritis

Top 5 in each Category

3) Hypertension
4) CHF
5) Asthma

2) Osteoarthritis
3) Depression
4) Pneumonia
5) Otitis Media

1) MS
2) Rheumatoid 

A th iti
1) Breast
2) L k iArthritis

3) Chronic Renal 
Failure, ESRD

4) Cerebrovascular
Disease

5) Parkinson’s 
Disease

2) Leukemia
3) Colon, Rectum
4) Prostate
5) Skin Melanoma

Restricted and/or Confidential

Disease



Top Acute Conditions
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Inpatient & OP Spend
Pneumonia
Osteoarthritis
Gastritis/UGI Ulcers/

Rx Spend
Osteoporosis
Pneumonia
Migraine

Restricted and/or Confidential

Migraine



MediQHome

Performance
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50,000
% Increase in members 9%                                             16% 

NDPERS Members in a Medical Home

Appendix  3: MediQHome

Performance 
Guarantee:

• 90% of NDPERS in 
state population 
id tifi d i MQP

10,000

20,000

30,000

40,000
Targeted Chronic 
Conditions

In MediQhome‐
Non Chronicidentified in MQP

Goal = 80%

Chronic Condition Members

0

,

2011 2012 2013

Non Chronic

30 0%

40.0%

50.0%

60.0%

33%

51%
Multiple 
Conditions

Single 
Condition

Chronic Condition Members

0.0%

10.0%

20.0%

30.0%

6%

16% 17%

7% 5%

19% 24%
17%

Restricted and/or Confidential



MediQHome Findingsg
37 Appendix  3: MediQHome
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AccordantCare
38

Rare and complex condition disease management

 Chronic Inflammatory Demyelinating 
Polyradiculoneuropathy (CIDP)

 Systemic Lupus Erythematosus

 Crohn’s Multiple Sclerosis

• 17 conditions

 Crohn’s Multiple Sclerosis

 Dermatomyositis Myasthenia Gravis

 Gaucher Disease  Parkinson’s Disease

 Hemophilia  Polymyositis

 ALS (Lou Gehrig's)  Rheumatoid Arthritis

 Seizure Disorder  Scleroderma

 Sickle Cell Disease  Cystic Fibrosis

 Ulcerative Colitis Ulcerative Colitis 

Active Early 
Retiree

Medicare
Retiree

Participation Rate 57% 69% 63%

Restricted and/or Confidential

p
(266 members) (20 members) (27 members)

BCBSND BoB participation rate ‐ 58%



Health Club Credit & HealthyBluey
39

22%
Program ParticipationPerformance 

Guarantees:

17%
20%

19%

10% 10%

13%
12%
14%
16%
18%
20%
22%Guarantees:

Health Club Credit
• Members receiving 
credit will increase 10% ‐
2013 compared to 2014

8% 9%
8%

5% 5% 5%

10% 10%

2%
4%
6%
8%

10%
2013 compared to 2014 

Baseline: 1,979
Goal =2,177

HealthyBlue 0%
Q1 
2011

Q2 
2011

Q3 
2011

Q4 
2011

Q1
2012

Q2
2012

Q3 
2012

Q4 
2012

Q1 
2013

Q2 
2013

Q3 
2013

Q4
2013

Health Club Credit HealthyBlue

HealthyBlue
• Incentives paid will 
increase by 10% over 
2013 rate

Baseline: $528,907
Goal = $581,798 HCC BCBSND BoB              HealthyBlue BCBSND BoB

• HRA Completions by 
12/31/2014

Goal = 17%

•HRA score: 5% point 

HealthyBlue 2013

Redemptions $528,907

Health Club Credit 2013

Credits Paid $492,294

Restricted and/or Confidential

increase  by  12/31/2014 
Baseline:  52
Goal = 55

HRA Completions 8,087

HRA Score 52

Members receiving credit 1,979



HealthyBlue Program Resultsy g
Key Points

43 682 li ibl

40

• 43,682 eligible 
members

•97% of users are 
satisfied withsatisfied with 
HealthyBlue

“I joined HealthyBlue 
because of the 
benefits of improving 
my health.” –NDPERS 
Member 

“The HealthyBlue 
website has 
reinvigorated our 
wellness program ”

Restricted and/or Confidential

wellness program.
‐NDPERS Wellness 
Coordinator



OPPORTUNITIES



2014 Focus Areas

• Excite

42

• Excite
- Promote mobile app functionality
- Promote devices

W ll S f h M h- Wellness Star of the Month

• Engage
- Lt. Governor’s Award
- National Walk @ Lunch Day

• Empower
- Targeted Messaging

G id d T t i l

Restricted and/or Confidential

- Guided Tutorials



2014 Focus Areas

NW@LD

43

NW@LD
LG Award

Wellness Star 
of the Month

Mobile & 
Pebble 

Promotion

EngagedI l Engaged 
Member

MyPrime.com
Internal  
NDPERS 
Wellness

Targeted 
Messaging

Local Event 
Engagement

Consumerism 
Guided 
Tutorials

Restricted and/or Confidential



Performance  
Standards and GuaranteesStandards and Guarantees

44 Measure Goal 12/31/2013

Cost Management (measurement period : by 12‐31‐14)

HRA Completions 17% 19%

HRA Score 5%  point increase in the 2013 
NDPERS group aggregate HRA wellness score

55
52

HealthyBlue ‐ incentives paid 10% increase over 2013 incentives paid 
$581,798 $528,907

Health Club Credit ‐members receiving credit 10% increase over 2013members receiving creditHealth Club Credit  members receiving credit 10% increase over 2013 members receiving credit
2,177 1,979

Health Outcomes:

Members enrolled in a Medical Home 80% 90%

Breast Cancer Screening Rates* 80% 86%

C i l C S i R t * 85% 99%Cervical Cancer Screening Rates* 85% 99%

Colorectal Cancer Screening Rates* 60% 70%

Operational Performance:

Claims Financial Accuracy 99% 98%

Payment Incident Accuracy 97% 99%y y

Claim Timeliness 99% 99%

Average Speed of Answer (in seconds) 30 seconds or less 25

Call Abandonment Rate 5% or less 2%

Provider Network Management:

*Cancer screening rates are a culmination of MediQHome and Optum claims data

NDPERS PPO network 92% (or more) participation 99.6%

Provider Discount for non‐Medicare contracts 30% or more 53%

Green – meeting goal
Red – below goal

Purple – neither above nor belowRestricted and/or Confidential



Future Considerations

• Telehealth

45

Telehealth
• Gamification
S i l h• Specialty Pharmacy

• Cost sharing adjustments allowed within a 
Grandfathered plan

• Office Visit Copay
• Emergency Room Copay
• Rx Copay & Coinsurance Maximum

Restricted and/or Confidential



QUESTIONS?



 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS@state.nd.us ●  discovernd.com/NDPERS 
 
 
 
 
 
 
 
 
 
TO:    NDPERS Board 
 
FROM:   Sparb 
 
DATE:   March 11, 2014 
 
SUBJECT:  About the Patient 
 
 
Dr. Wendy Brown will be at the Board meeting to discuss the About the Patient 
Program (refer to attached information)  

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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2% 

31% 

41% 

11% 

11% 

4% 

70's
60's
50's
40's
30's
20's

16% 

8% 

44% 

32% 30's
40's
50's
60's

NDPERS Diabetes Management Program 
July 2013 – March 2014 Summary 

 
Demographic 
Within the 9 month reporting period, 52% of the actively participating patients are male.  Age 
distribution is demonstrated below: 

 

 

 

 

 

 

 

Marketing efforts have increased enrollment.  Currently have 198 (5.6% of eligible population) with 
signed wellness forms.   

 
Interventions 
Within the 9 month reporting period there were 121 interventions made by the providers in 
collaboration with the patients in order to manage diabetes and prevent costly complication.  
Descriptions of intervention are listed below:  

 
The most common reason for providing additional patient education was regarding insulin. The 

pharmacist was able to clarify how the patient should be taking their insulin especially the rapid acting 
formulations.   

The most common recommendations for starting medication related to ACE inhibitor use for 
renal protection or untreated dyslipidemia.   Most increase dose recommendations were for insulin 
where 50% were for basal insulin and 50% for rapid insulin. 

Visit 1 group averages:  Hgb A1C: 7.4% (Goal < 7%), Fasting Plasma Glucose: 133 (Goal 70-
130mg/dL).   

30% 

21% 20% 

10% 

10% 

5% 

2% 2% Provide Additional Patient Education

Start Additional Medication

Change Dose - Increase

Continue Current Treatment

Discontinue Medication

Change Dose - Decrease

Remove Patient Barrier

Therapeutic Interchange

2011 

 

1.1% 3.2% 3.2% 
6.4% 

14.9% 

18.1% 
21.3% 

31.9% 

Generic Substitution

Change Dose - Decrease

Start Additional Medication

Continue Current Treatment

Start Different Medication

Discontinue Medication

Provide Additional Patient
Education
Change Dose - Increase

2011 
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Patient Satisfaction with Program 

Based on a 5 point Likert scale where 5 is excellent and 1 is poor. 

                Current 2011 
1.) Professional appearance of the provider      5.0 4.7 
2.) Appearance of the meeting area       4.8 4.3 
3.) System for scheduling your appointment      4.8 4.7 
4.) The provider’s interest in your health      4.9 4.7 
5.) How well the provider helps you manage your medications    4.3 4.3 
6.) How well the provider explains possible side effects    4.1 4.3 
7.) The provider’s efforts to solve problems that you have with your medications 4.3 4.3 
8.) The responsibility that the provider assumes for your drug therapy   4.2 4.3 
9.) Ability of the provider to answer your questions about your medications  4.4 4.3 
10.) Ability of the provider to answer your questions about your health problems 4.4 4.3 
11.) The provider’s efforts to help you improve your health or stay healthy  4.9 4.7 
12.)  The program services overall       4.3 4.7 
13.) Ability of the provider to see you at your scheduled time    4.8 4.3 
14.) Courtesy and professionalism of the staff      5.0 4.7 
15.) Follow-up after the appointment       4.8 4.3 
16.) The educational materials provided      4.9 4.3 

Satisfaction among participants in the program remains high.   



 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
TO:    NDPERS Board    
 
FROM:   Kathy      
 
DATE:   March 10, 2014  
 
SUBJECT:  HealthyBlue Terms & Conditions 
 
 
We have had a member express concerns about the waiver language contained in the 2014 
Authorization for Release of Information on the HealthyBlue web site wellness program. The 
language at issue has to do with a waiver of rights concerning the disclosure of protected health 
information. 
 
The member will be in attendance to present their concerns about this provision as outlined in the 
attached memorandum.  Representatives of BCBS will also be in attendance to discuss this issue.  

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 



 
 

Memorandum 
 
 
 
TO:   Sparb Collins, NDPERS 
 
FROM:  Kevin Schoenborn, BCBSND 
 
DATE:  November 7, 2011 
 
 
SUBJECT: Discussion on Authorization for Release of Information – Wellness 
Programs language on the HealthyBlue portal. 
 
Mike Carlson, BCBSND Manager of Wellness Services and Rebecca Nichol, 
Associate General Counsel & Privacy Officer, will be at the March 20th Board 
meeting to answer questions derived from NDPERS members with concerns on the 
Authorization language contained on the HealthyBlue portal.  The language intends to 
inform members that certain data elements are passed on to BCBSND partners for the 
administration of wellness program. 
 
Recommendations to change the Authorization for Release of Information – 
Wellness Programs language have been received from NDPERS members and this 
information will be discussed. 

 











 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
 
 
TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   February 13, 2014 
 
SUBJECT:  Health Consultant  
 
 
At the last meeting we discussed if we should continue with Deloitte as our group insurance 
consultant for the next two years.  It was decided that we should get an offer from them.  
Attached is a letter from Pat with Deloitte.  Unlike our retirement consultant which has 
certain specific projects during the course of the contract, our health consultant is an advisor 
based upon specific questions that arise during the course of the contract. The only 
exception to this is the health bid.  You will note that Pat included the estimated cost of that 
effort in the Health Plan placement memo. Consequently, for the other efforts their costs are 
billed on an hourly basis.  Reflected on the attached memo is the hourly rates for Deloitte.   
 
Areas that we need general consulting help include: 
 

1. Implementation of the shared responsibility rules 
2. Implementation of other parts of the ACA 
3. HIPPA 
4. COBRA 
5. Part D Renewals 
6. Other group insurance areas such as dental, vision and life 

 
Staff would recommend continuing with Deloitte for the next two years to maintain the 
continuity for implementation of the ACA.   
 

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 



 Member of 
Deloitte Touche Tohmatsu Limited 

 
 

 

 

February 10, 2014 

Mr. Sparb Collins 
North Dakota Public Employees Retirement System (NDPERS) 
400 East Broadway, Suite 505 
Box 1214 
Bismarck, ND  58502 

Subject: North Dakota Public Employees Retirement System (NDPERS) 
2014 – 2015 Consulting Services 

Dear Sparb: 

Deloitte Consulting was asked to provide our hourly billing rates for providing our consulting services 
over the next two years.  The billing rates were not increased for 2013, so the proposed rates do reflect 
a small increase from 2012. 

 
Consulting Title 

2014 Hourly 
Billing Rate 

2015 Hourly 
Billing Rate 

Director $480 $495 
Senior Manager/Specialist Leader $430 $450 
Manager $400 $420 
Analyst/Consultant $235 $250 

Our billing rates include expenses for overhead, but exclude travel expenses, which are subject to 
approval in advance by you. 

We look forward to continuing to work with you and the PERS Board. 

If you have any questions, please contact me at 612.397.4033 or at ppechacek@deloitte.com. 

Sincerely, 

Deloitte Consulting LLP 

 

By:       
 Patrick L. Pechacek 
 Director 

 

 

cc: Josh Johnson 

Deloitte Consulting LLP 
50 South Sixth Street 
Suite 2800 
Minneapolis, MN  55402 
USA 

Tel:   612-397-4000 
Fax:  612-692-4094 
www.deloitte.com 

mailto:ppechacek@deloitte.com.
www.deloitte.com


 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
 
 
TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   February 13, 2014  
 
SUBJECT:  Health Plan Placement 
 
 
Attached is a memo from Deloitte concerning the upcoming bid for the group health plan. 
 
The primary question we need to address is how to move forward with the plan.  A final 

decision does not need to be made at this meeting, but should be made by the March 

meeting especially if we elect to do a 6 year bid for both a fully insured and self insured 

plan. 

 

The existing contract with BCBS expires June 2015.  It has been our past practice to issue 

RFP’s for both fully insured and self insured bids for a six year period.  In 2011 and 2013 we 

elected to issue the bid for two years and for fully insured for the following reasons: 

 

1. At that time it was understood that changing carriers would have resulted in the plan 

losing its “Grandfathered” status under the health reform bill.   

2. Due to the evolving nature of the health care marketplace because of health care 

reform, it was felt it would be difficult for PERS to fully consider a self insured product 

since we would not be able to clearly understand the extent of the financial and 

actuarial risks to the plan. More specifically, health care reform and its implications 

could cause a plan to face new risks that could not be fully understood or quantified 

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 

 
 



that would limit our ability to fully understand the implications of self insurance.  In 

addition, given the time, effort and resources required to submit and review a bid, it 

was felt it would not be fair to vendors to ask for a bid that we could not fully consider 

given the above.    

3. We also noted some NDCC statutory provisions that limited our ability to fully 

consider self insurance.  Legislation was submitted and approved relating to these 

concerns 

 

We are now in 2014 and have the same set of decisions before us and some of the 

same uncertainties. 

 

 
  

2 
 



The first set of decisions is do we bid for a fully insured plan only or fully insured and self 

insured.  The following are some considerations: 

 
Due to ACA, our changing demographics and longer contractual commitment required to 

self insure, staff is recommending fully insuring for the 2015-17 period.  
  

  

Plan Placement 2015-17

Fully insured only
• The demographics of our group could change 

in the next 2 years
– the continued implitation of the employer 

requirements may motivate some employer 
to stop offer coverage

– Small employers are required to leave the 
PERS plan

– The state is studying changing its premiums 
policy

• The full scope of ACA on the marketplace is 
not yet certain

• Under statute if we select self insured it must 
be a 4 year commitment (54-52.1-04.1) 
which may be difficult in today’ environment.

• If we are not able to fully consider self 
insured we are putting a lot of firms through 
a lot of work which could effect their 
willingness to submit latter when we can give 
it full consideration

Fully insured/self insured
• The consultant cost is 

higher
• Even if we are not able to 

accept self insured we could 
get a picture of what the 
market has to offer

169
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The second set of decisions is to bid or renew with BCBS.  The following are some 

considerations: 

 
In addition to the above, please note that in our last RFP we stated: 

Term of Contract 
 
The North Dakota Public Employees Retirement System is governed by North Dakota State statues, 
which includes a requirement to solicit bids for medical benefits coverage for a specified term for a 
fully-insured arrangement and every other biennium for an Administrative Services arrangement.  
NDPERS has determined that the specified term for providing such hospital and medical benefits 
under a fully-insured arrangement shall be two years however NDPERS reserves the right to extend 
the agreement subject to negotiation with the successful vendor for another two years if the Board 
deems it necessary. (underlining added) 

 

Staff would suggest that we invite BCBS and Deloitte to the next meeting to 
discuss the possibility of renewing the contract for two years.  After that discussion 

we can decide how to proceed.   

Also, note in the Deloitte memo their estimated cost for the different efforts.  Staff is 
recommending that we continue with them for the effort selected.   

4 
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February 7, 2014 

CONFIDENTIAL 
 
Mr. Sparb Collins 
400 East Broadway, Suite 505 
Box 1214 
Bismarck, ND  58502 
 
Subject: Upcoming Biennial Health Plan Strategy 
 
Dear Sparb: 

Deloitte Consulting was asked to provide recommendations regarding the upcoming two-year health 
plan rating cycle.  Essentially, there are two avenues open to PERS at this time.  The first is to seek 
competitive proposals through a procurement process for either fully or self-insured arrangements.  
The other option is to request a renewal proposal from BCBS.  We were also asked to provide a fee 
estimate to assist PERS with either of these activities. 

Fully Insured vs. Self-Insured 

Several environmental factors need to be considered as part of this consideration:   

• There continues to be some uncertainty around the Affordable Care Act and how it will 
continue to be implemented and modified.  However, it is less of an issue than when PERS 
was faced with the same set of decisions two years ago. 

• Due to changes in North Dakota legislation, the size of the PERS pool may begin to shrink in 
size due to the loss of smaller non-grandfathered plan groups.  Again, on its own, this should 
not present a significant issue.   

• It is our understanding that the legislature is giving serious consideration to requiring 
employee contributions.  If that were to occur, some employees would likely opt out of the 
program.  Those opting out would likely be less costly than those that remain in the program. 

Taking several of the environmental factors into consideration would seem to argue that PERS should 
take less risk.  Given that to be the case, it would be prudent to continue the existing funding 
arrangement for the plan. 

Competitive Bids vs. Renewal 

Assuming that there is a competitive marketplace, PERS could expect to receive the most aggressive 
proposals by bidding the health plan.  In the last bid process that was the case when Sanford provided 
a competing proposal. 

However, Sanford appeared to have underestimated the financial pricing as well as the operational 
challenges in providing PERS with the required services.  At this point, we don’t have any reason to 
believe that Sanford would be any better prepared than during the last bid.  We would suspect that the 
cost proposal would be less aggressive as well.  Neither we, nor PERS staff, have had any discussions 
with Sanford since the last bid process. 

Deloitte Consulting LLP 
50 South Sixth Street 
Suite 2800 
Minneapolis, MN  55402 
USA 

Tel:   612-397-4000 
Fax:  612-692-4094 
www.deloitte.com 

www.deloitte.com


 
February 7, 2014 
Page 2 

The underlying question then is whether BCBS would view Sanford as a viable threat to winning the 
bid at this time.  If they do, then they may be much more aggressive in making their proposal.  If not, 
then the proposal would not be any different than what PERS would expect to see through the renewal 
process.  We suspect that BCBS would not likely view Sanford as a viable threat at this time.  
However, that might easily change two years out, when this decision is being visited again. 

PERS also needs to consider the cost and staff time to be expended in conducting a competitive 
bidding process rather than negotiating a renewal.  Unless Sanford is well positioned to compete, we 
believe PERS should pursue a renewal strategy. 

Estimated Fees 

Our estimate for fees (not including travel expenses) for assisting PERS are as follows: 

Project Assistance Estimated Fees 
Competitive Bidding including Self-Insurance Options $100,000 - $150,000 
Competitive Bidding Fully Insured Only (two proposals received) $75,000 - $100,000 
Competitive Bidding Fully Insured Only (one proposal received) $40,000 - $60,000 
Two-year Renewal with BCBS $20,000 - $40,000 
 
 
If you have any questions, please contact me at 612.397.4033 or at ppechacek@deloitte.com. 
 
 
Sincerely, 
 
 
 
 
Patrick L. Pechacek 
Director 
 
 
cc: Josh Johnson 

mailto:ppechacek@deloitte.com.
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   March 13, 2014  
 
SUBJECT:  OPEB Bid  
 
 
At the December meeting you reviewed the following: 
 

The Government Accounting Standards Board (GASB) released Statement No. 43 – 
Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans 
(GASB 43) in April 2004 and Statement No. 45 – Accounting and Financial Reporting 
by Employers for Postemployment Benefit Plans Other Than Pension Plans (GASB 
45) in June 2004.  These two statements establish uniform accounting and financial 
reporting standards for state and local governments related to post-employment 
benefits other than pensions (OPEB).  This requires an actuarial valuation for the 
implicit subsidy applicable to our pre-Medicare retirees who are participating in our 
health plan. 
 
This requires: 
 

1. Calculate the implicit subsidy for the fiscal year 
2. Prepare an actuarial valuation following GASB 43 and GASB 45 standards 
3. Prepare the necessary material for the Comprehensive Annual Financial 

Report to comply with GASB OPEB reporting and disclosure requirements 
4. Provide general consulting on GASB 43 and GASB 45 compliance 

 
 Van Iwaarden did our previous valuation.    

   
It was decided at that time to bid out this effort.  Attached is the RFP that was issued.  We 
received 5 responses to the RFP from: 
 

• Arthur Gallagher & Co 
• Van Iwaarden (the incumbent) 

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 



• Cavanaugh Macdonald 
• Nyhart 
• Lewis & Ellis (L&E) 

 
The PERS staff reviewed the proposals.  As in past reviews the cost proposal is separated 
from the technical proposal.  Staff independently review and rate the cost proposal (Sparb, 
Bryan, Sharon and Deb).  The ratings are then combined and the cost proposal points are 
assigned.  The following is the ratings: 
 

 
 
 
You will note that the difference in total points between the L&E proposal and Nyhart is the 
points for including a signed contract.  If those points were not considered, Nyhart would 
have been #1.  To follow-up on this, staff is arranging a conference with Nyhart.  We are 
also having a call with L&E.  We will have that information to share with you at the next 
meeting.   

Request For Proposals - Retiree Health Valuation (OPEB) 2014

 
CavanaugGallagherL & E Nyhart VanIwaar

General
   Required Format 10 10 10 10 10
     Restating the request followed by
     the vendors response.  Ten copies
     
   Signed Agreement Included? 0 0 10 0 10
   
   Technical Understanding & Timelines 27.25 26.5 28.25 27.5 29.25
      a. Understanding of work  effort
      b. Understanding of project timeline
      c. Copy of similar report by firm

   Qualification & Staffing 26.75 21.25 23.75 24.5 27.75
   a. Firm contact information
   b. Approach and timeline
   c. Firm description
   d. Experience and qualifications
   e. Computer equipment description
   f. Staff availability & location
   g. Unique qualifications
   h. Service offices
   i. Copy of previous valuation
   j. Public sector work experience
   k. Public sector clients
   l. Resume & hours for each actuary
   m. Resume & hours of other staff
   n. Identify any subcontractors
   Other Information

   Price $ - Fixed Fee $25,000 $17,400 $9,500 $9,000 $11,500
      Hours 80 80 43 55 75
      Fee/Hour $313 $218 $221 $164 $153
   Price Points 14.4 20.7 37.9 40.0 31.3
TOTAL POINTS 78.4 78.4 109.9 102.0 108.3

 

GRAND TOTAL -  Rank 5 4 1 3 2

TOTAL



  
 
 
 
 
 
 
 
 

 REQUEST FOR PROPOSAL 
 
 
 Retiree Health Plan Valuation  
 (Other Post Employment Benefits) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 Prepared by: 
    North Dakota Public Employees Retirement System 
    P.O. Box 1657 
    Bismarck, ND  58502-1657 
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Section I. Introduction 
 

       
Request: 

 
This Request for Proposal is soliciting offers to do the actuarial valuation of the North 
Dakota Public Employees Retirement System (NDPERS) other post employment benefit 
plan (OPEB) to satisfy the requirement for the Governmental Standards Board statement 
43 and 45 for fiscal years ending June 30, 2014 and June 30, 2015.  
 

 The following is a sequence of activities for this RFP:  

 January 27, 2014     RFP for consultant services issued 
 February 7, 2014 Questions to RFP due 
 February 14, 2014 Responses to questions posted  
 February 28, 2014 Consultant proposals due at NDPERS office no later than  
    5:00 p.m. Central Standard Time.  
 March 20, 2014 NDPERS Board selects consultant no later than this date 
 
 The due dates for deliverables on this project are:  
  
 May 20, 2014  Draft of OPEB valuation report to NDPERS  
 June 19, 2014   Present draft OPEB valuation report to NDPERS Board  
 July 1, 2014  Final OPEB valuation report due  
  
NDPERS: 

NDPERS is a separate agency created under North Dakota state statute and, while 
subject to state budgetary controls and procedures as are all state agencies, is not a 
state agency subject to direct executive control. 
 
NDPERS is managed by a Board comprised of seven members: 
(1) Chairman - appointed by the Governor 
(1) Member   - appointed by the Attorney General 
(1) Member   - elected by retirees 
(3) Members - elected by active employees 
(1) State Health Officer 
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SECTION II. Retiree Health Plan Valuation 
 
The North Dakota Public Employees System administers the group insurance program for the 
State of North Dakota.  Retirees from state retirement systems may elect to continue their 
participation in the group insurance.  For PreMedicare retirees their rate is set by state statute at 
NDCC 54-52.1-02 which states: 
 

• The PreMedicare single rate shall be 150% of the active member single rate 
• The PreMedicare family rate is 2 times the PreMedicare single rate 
• The PreMedicare family rate for 3 or more is 2.5 times the PreMedicare single rate 

 
The above rates do not meet the actuarially required rates for this group thereby creating an 
implicit subsidy by the group.  
 
NDPERS needs to have an actuarial valuation completed that will fulfill the requirements for the 
Governmental Accounting Standards Board (GASB) Statement No. 43 and Statement No. 45.   
 
In addition to the above, NDPERS administers an actuarially funded retiree health insurance 
credit plan which provides a monthly retiree health credit equal to $5 times the years of service 
they have in the retirement plan which is applied towards their NDPERS health insurance 
coverage. 
  
The liability for this retiree health credit program is actuarially determined each year along with the 
retirement plan valuations done by the Segal Company.   
 
The valuation for the retiree health plan implicit subsidy is to be completed by May 20, 2014 and 
presented to the NDPERS Board on June 19, 2014.  
 
Prior to beginning work on the valuations, the successful contractor must execute an Agreement 
for Services and a Business Associate Agreement with NDPERS (attached).  
 
A copy of our last valuation can be viewed on our website under “Request for Proposals” 
at http://www.nd.gov/ndpers/providers-consultants/consultants/rfp-index.html 
 

 

 
 

http://www.nd.gov/ndpers/providers-consultants/consultants/rfp-index.html
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SECTION III – Information Requests 

 
 
The proposal shall use the following format and contain your organization's response to the 
following requested information.  Respond by restating the request with the response following.  
This format shall be used in the proposal (if the proposer elects to use an alternative format to 
respond points will be deducted in the evaluation). 
 
A. Technical Understanding, Timelines and Report. 

a. Provide your understanding of the required work effort 

b. Discuss your understanding of the project timelines 

c. Provide a copy of similar report your firm has recently completed 

B.     Firm, Qualifications and Staffing: 

a. The firm's name, home office address, address of the office providing the services under 
the contract and telephone number. 

 
b. Detail your organization's approach to conducting retiree health plan valuation. Also 

provide a timeline for the work efforts in Section II.  
 
c. General description of the firm, including the size, number of employees, primary business 

(consulting, pension planning, insurance, etc.), other business or services, type of 
organization (franchise, corporation, partnership, etc.) and other descriptive material. 

 
d. Provide summary information regarding the professional and experience qualifications of 

actuaries and other consultants who shall perform work under the contract.  Also for 
each staff member assigned to the project indicate who they have done project work for 
and a reference.   

 
e. Description of the computer equipment and a statement as to the ownership and location 

of this equipment to be utilized in the performance of the contract. 
 
f. Statement of the availability and location of staff (including actuaries) and other required 

resources for performing all services and providing deliverables within indicated time 
frames.  Statement as to whether or not the services outlined in these specifications 
can be performed using only your present staff. 

 
g. Identify the specific and unique qualifications of your firm with regard to providing the 

requested work. 
 
h. Identify the offices from which services to the Fund will be provided. 
 
i. Include a copy of a previous experience doing a retiree health plan valuation 
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j. Discuss your work experience with public sector retirement boards. 
 
k. Provide a listing of state public sector clients of similar nature and size for whom your 

organization provides similar services.   References should identify the appropriate contact 
person(s), addresses and telephone numbers.   

 
l. Identify and provide a resume for each actuary that will be assigned to the project and the 

estimated number of hours they will work on the project. 
 
m. Provide a resume for each non-actuary professional assigned to this work effort and the 

number of hours they are assigned. 
 
n. Identify any subcontractors to be used. 
 
   
C. Other Information: 
 In this section you may supply any other information about your firm, approach to the work 

effort, staff, etc., that you feel appropriate. 
 
 
  

 

 
 



NDPERS Retiree Health Valuation RFP            2014                    Page 7 of 21 

SECTION IV – Fees/Hours 
 
 
We are requesting that you price this project on a fixed fee not to exceed price.  All efforts will be 
billed by hours expended but cannot exceed the total fixed fee. Please note that for pricing 
proposed in the valuation, the not to exceed price will be used.  
 
 
THE COST PROPOSAL SHALL BE UNDER SEPARATE COVER AND NOT PART OF THE 
RESPONSES TO THE OTHER INFORMATION REQUESTS. 
 
 
We are also requesting the projected number of professional hours (actuarial or consultant) your 
firm estimates will be required to complete the identified work efforts. 
 
Concerning expenses for travel, lodging, meals and other travel related out-of-pocket expenses, 
they will be reimbursed on an incurred basis if the Executive Director of NDPERS has given prior 
approval for NDPERS related efforts. 
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 COST PROPOSAL 
 
 

 Estimated Total 
Hours  

Total Fixed Fee 

Retiree Health Plan Implicit Subsidy 
Valuation (OPEB) Fixed Fee 

 $          

   
TOTAL FIXED FEE 
 

 $         

 
 
 
DETAILS FOR SERVICE: 
Please list the type of consultants that would be used on the fee for service work, rate per hour 
and estimated hours on the project: 
 
 
Retiree Health Valuation 
Type of Consultant      Rate                    # of Hours 
(Name and a resume needs to be provided for this  
individual in that section) 
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SECTION V  -  Submission and Acceptance of Proposals 
A. Proposals should be prepared in a straightforward manner to satisfy the requirements of 

this RFP.  Emphasis should be on completeness and clarity of content.  Costs for 
developing proposals are entirely the responsibility of the proposer and shall not be 
chargeable to NDPERS. 

 
B.  Offer, must be signed by a partner or principal of the firm and included with your proposal.  
 
C. Address or deliver the proposal to:  Mr. Sparb Collins, Executive Director 
      North Dakota Public Employees Retirement System 
      400 E. Broadway, Suite 505 
      Bismarck, ND   58501 
      (701) 328-3900 
 
D. Ten (10) written copies and ten (10) electronic copies of the technical and price proposals 

must be received at the above listed location by 5:00 p.m. Central Standard Time on 
February 28, 2014.  The package the proposal is delivered in must be plainly marked 
"PROPOSAL TO PROVIDE RETIREE HEALTH VALUATION SERVICES".  A proposal 
shall be considered late and will be rejected if received at any time after the exact time 
specified for return of proposals. 

 
E. The policy of the NDPERS Board is to solicit proposals with a bona fide intention to award 

a contract.  This policy will not affect the right of the NDPERS Board to reject any, or all, 
proposals. 

 
F. The NDPERS Board may request representatives of your organization to appear for 

interviewing purposes.  Travel expenses and costs related to the interview will be the 
responsibility of the bidder. 

 
G. The NDPERS Board will award the contract for services no later than April 11, 2014 and 

no earlier than March 20, 2014.  
 
H. In evaluating the proposals, price will not be the sole factor.  The Board may consider any 

factors it deems necessary and proper, including but not limited to, price; quality of service; 
response to this request; experience; staffing; and general reputation.  

 
I. The failure to meet all procurement policy requirements shall not automatically invalidate a 

proposal or procurement.  The final decision rests with the Board. 
 
J. Questions concerning the RFP shall be directed by e-mail to both Mr. Reinhardt 

at breinhar@nd.gov and Ms. Stockert at cstocker@nd.gov by February 7, 2014.  
Responses will be posted on the NDPERS website no later than 5:00 p.m. Central 
Standard Time on February 14, 2014 under “Request for Proposals” 
at http://www.nd.gov/ndpers/providers-consultants/consultants/rfp-index.html   If you would 
like a copy e-mailed to you, please notify Cheryl Stockert at cstocker@nd.gov 

 
 
 

 

 

 
 

mailto:breinhar@nd.gov
mailto:cstocker@nd.gov
http://www.nd.gov/ndpers/providers-consultants/consultants/rfp-index.html
mailto:cstocker@nd.gov
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SECTION VI  -  AGREEMENT FOR SERVICES  

 
Contractor’s proposal constitutes a formal offer to provide services to the State of North Dakota 
acting through its Public Employees Retirement System (NDPERS). The terms of this Contract, the 
RFP and the proposal shall constitute the consulting services agreement (“Agreement”). 
 
Contractor and NDPERS agree to the following: 
 
  1) SCOPE OF SERVICES:  Contractor agrees to provide the retiree health valuation services 

as specified in the RFP and proposal. The terms and conditions of the RFP and the 
proposal are hereby incorporated as part of the Contract. 

 
2) TERM:  The term of this contract shall commence on the date of award and continue 

until the completion of the services identified under this Agreement, with an expected 
date of completion of all services by July 1, 2014 pursuant to the terms of the RFP.   

 
  3) FEES:  NDPERS shall only pay pursuant to the terms in the proposal and RFP.   
 
  4) BILLINGS:  The Contractor shall receive payment from NDPERS upon the completion of 

the services identified under this Agreement.   
 
  5) TERMINATION:   
 a. Either party may terminate this agreement with respect to tasks yet to be performed 

with thirty (30) days written notice mailed to the other party.   
b. Termination for lack of funding or authority. NDPERS by written notice of default 
to CONTRACTOR, may terminate the whole or any part of this contract, under any of the 
following conditions:  

(1) If funding from federal, state, or other sources is not obtained and continued 
at levels sufficient to allow for purchase of the services or supplies in the 
indicated quantities or term.  
(2) If federal or state laws or rules are modified or interpreted in a way that the 
services are no longer allowable or appropriate for purchase under this contract 
or are no longer eligible for the funding proposed for payments authorized by this 
contract.  
(3) If any license, permit, or certificate required by law or rule, or by the terms of 
this contract, is for any reason denied, revoked, suspended, or not renewed.  

 Termination of this contract under this subsection is without prejudice to any 
obligations or liabilities of either party already accrued prior to termination. 

c. Termination for cause. NDPERS may terminate this contract effective upon 
delivery of written notice to CONTRACTOR, or any later date stated in the notice:  
 

1) If CONTRACTOR fails to provide services required by this contract within the 
time specified or any extension agreed to by NDPERS; or  

 (2) If CONTRACTOR fails to perform any of the other provisions of this contract, 
or so fails to pursue the work as to endanger performance of this contract in 
accordance with its terms. 

 
  6) EMPLOYMENT STATUS:  CONTRACTOR is an independent entity under this contract 

and is not a STATE employee for any purpose, including the application of the Social 
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Security Act, the Fair Labor Standards Act, the Federal Insurance Contribution Act, the 
North Dakota Unemployment Compensation Law and the North Dakota Workforce 
Safety and Insurance Act. CONTRACTOR retains sole and absolute discretion in the 
manner and means of carrying out CONTRACTOR’S activities and responsibilities under 
this contract, except to the extent specified in this contract. 

 
  7) SUBCONTRACTS:   CONTRACTOR may not assign or otherwise transfer or delegate 

any right or duty without STATE’S express written consent. However, CONTRACTOR 
may enter into subcontracts provided that any subcontract acknowledges the binding 
nature of this contract and incorporates this contract, including any attachments. 
CONTRACTOR is solely responsible for the performance of any subcontractor. 
CONTRACTOR does not have authority to contract for or incur obligations on behalf of 
STATE. 

 
  8) ACCESS TO RECORDS:  All participation by NDPERS members and their dependents in 

programs hereunder is confidential under North Dakota state law.  The Contractor shall not 
disclose any individual employee or dependent information to the covered agency or its' 
representatives without the prior written consent of the employee or family member.  The 
Contractor will have exclusive control over the direction and guidance of the persons 
rendering services under this agreement.  The Contractor agrees to keep confidential all 
NDPERS information obtained in the course of delivering services.  CONTRACTOR shall 
not use or disclose any information it receives from NDPERS under this contract that 
NDPERS has previously identified as confidential or exempt from mandatory public 
disclosure except as necessary to carry out the purposes of this contract or as 
authorized in advance by NDPERS or specified under this contract. NDPERS shall not 
disclose any information it receives from CONTRACTOR that CONTRACTOR has 
previously identified as confidential and that STATE determines in its sole discretion is 
protected from mandatory public disclosure under a specific exception to the North 
Dakota open records law, N.D.C.C. ch. 44-04. The duty of STATE and CONTRACTOR 
to maintain confidentiality of information under this section continues beyond the term of 
this contract. 

 
 CONTRACTOR understands that, except for disclosures prohibited in this contract, 

STATE must disclose to the public upon request any records it receives from 
CONTRACTOR. CONTRACTOR further understands that any records that are obtained 
or generated by CONTRACTOR under this contract, except for records that are 
confidential under this contract, may, under certain circumstances, be open to the public 
upon request under the North Dakota open records law. STATE retains ownership of all 
work product, equipment or materials created or purchased under this contract. 
CONTRACTOR agrees to contact STATE immediately upon receiving a request for 
information under the open records law and to comply with STATE’S instructions on how 
to respond to the request. 

 
  9) OWNERSHIP OF WORK PRODUCT:  All work product, equipment or materials created 

or purchased under this contract belong to STATE and must be delivered to STATE at 
STATE'S request upon termination of this contract. CONTRACTOR agrees that all 
materials prepared under this contract are "works for hire" within the meaning of the 
copyright laws of the United States and assigns to STATE all rights and interests 
CONTRACTOR may have in the materials it prepares under this contract, including any 
right to derivative use of the material. CONTRACTOR shall execute all necessary 
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documents to enable STATE to protect its rights under this section. 
 
  10) APPLICABLE LAW AND VENUE: This agreement shall be governed by and construed in 

accordance with the laws of the State of North Dakota. Any action to enforce this contract 
must be brought in the District Court of Burleigh County, North Dakota. 

 
  11) MERGER AND MODIFICATION: This contract, the RFP and the proposal shall constitute 

the entire agreement between the parties.  In the event of any inconsistency or conflict 
among the documents making up this agreement, the documents must control in this 
order of precedence: First – the terms of this Contract, as may be amended and Second 
- the state’s Request for Proposal and Third – Contractor’s Proposal.  No waiver, 
consent, modification or change of terms of this agreement shall bind either party unless in 
writing and signed by both parties.  Such waiver, consent, modification or change, if made, 
shall be effective only in the specific instances and for the specific purpose given.  There 
are no understandings, agreements, or representations, oral or written, not specified herein 
regarding this agreement. 

 
  12) INDEMNITY:  Contractor agrees to defend, indemnify, and hold harmless the state of 
North Dakota, its agencies, officers and employees (State), from and against claims based on 
the vicarious liability of the State or its agents, but not against claims based on the State’s 
contributory negligence, comparative and/or contributory negligence or fault, sole negligence, or 
intentional misconduct. This obligation to defend, indemnify, and hold harmless does not extend 
to professional liability claims arising from professional errors and omissions. The legal defense 
provided by Contractor to the State under this provision must be free of any conflicts of interest, 
even if retention of separate legal counsel for the State is necessary. Any attorney appointed to 
represent the State must first qualify as and be appointed by the North Dakota Attorney General 
as a Special Assistant Attorney General as required under N.D.C.C. § 54-12-08. Contractor also 
agrees to defend, indemnify, and hold the State harmless for all costs, expenses and attorneys' 
fees incurred if the State prevails in an action against Contractor in establishing and litigating 
the indemnification coverage provided herein. This obligation shall continue after the termination 
of this agreement. 
 
13) INSURANCE:  Contractor shall secure and keep in force during the term of this 
agreement,  

and Contractor shall require all subcontractors, prior to commencement of an agreement 
between Contractor and the subcontractor, to secure and keep in force during the term 
of this agreement, from insurance companies, government self-insurance pools or 
government self-retention funds, authorized to do business in North Dakota, the 
following insurance coverages:  
1) Commercial general liability, including premises or operations, contractual, and 

products or completed operations coverages (if applicable), with minimum liability 
limits of $250,000 per person and $1,000,000 per occurrence.  

2)  Professional errors and omissions with minimum limits of $1,000,000 per occurrence 
and in the aggregate, Contractor shall continuously maintain such coverage during the 
contact period and for three years thereafter. In the event of a change or cancellation of 
coverage, Contractor shall purchase an extended reporting period to meet the time 
periods required in this section.  
 
3) Automobile liability, including Owned (if any), Hired, and Non-Owned automobiles, 

with minimum liability limits of $250,000 per person and $1,000,000 per occurrence.  
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4) Workers compensation coverage meeting all statutory requirements. The policy shall 
provide coverage for all states of operation that apply to the performance of this contract.  
5) Employer’s liability or “stop gap” insurance of not less than $1,000,000 as an 
endorsement on the workers compensation or commercial general liability insurance.  
  
The insurance coverages listed above must meet the following additional requirements:  
 
1) Any deductible or self-insured retention amount or other similar obligation under the 

policies shall be the sole responsibility of the Contractor.   
2) This insurance may be in policy or policies of insurance, primary and excess, 

including the so-called umbrella or catastrophe form and must be placed with insurers 
rated “A-” or better by A.M. Best Company, Inc., provided any excess policy follows 
form for coverage. Less than an “A-” rating must be approved by the State. The 
policies shall be in form and terms approved by the State.  

3) The duty to defend, indemnify, and hold harmless the State under this agreement 
shall not be limited by the insurance required in this agreement.  
4) The state of North Dakota and its agencies, officers, and employees (State) shall be 
endorsed on the commercial general liability policy, including any excess policies (to the 
extent applicable), as additional insured. The State shall have all the benefits, rights and 
coverages of an additional insured under these policies that shall not be limited to the 
minimum limits of insurance required by this agreement or by the contractual indemnity 
obligations of the Contractor.  
5) The insurance required in this agreement, through a policy or endorsement, shall 
include:  
a) “Waiver of Subrogation” waiving any right to recovery the insurance company may 
have against the State;  
b) a provision that Contractor’s insurance coverage shall be primary (i.e. pay first) as 
respects any insurance, self-insurance or self-retention maintained by the State and that 
any insurance, self-insurance or self-retention maintained by the State shall be in excess 
of the Contractor’s insurance and shall not contribute with it;  
c) cross liability/severability of interest for all policies and endorsements;  
d) The legal defense provided to the State under the policy and any endorsements must 
be free of any conflicts of interest, even if retention of separate legal counsel for the 
State is necessary;  
e) The insolvency or bankruptcy of the insured Contractor shall not release the insurer 
from payment under the policy, even when such insolvency or bankruptcy prevents the 
insured Contractor from meeting the retention limit under the policy.  
 
6) Contractor shall provide at least 30 day notice of any cancellation or material change 
to the policies or endorsements. 
7) The Contractor shall furnish a certificate of insurance to the undersigned State 

representative prior to commencement of this agreement.  
8) Failure to provide insurance as required in this agreement is a material breach of 

contract entitling State to terminate this agreement immediately.  
 
14) SEVERABILITY:  If any term in this contract is declared by a court having jurisdiction to be 

illegal or unenforceable, the validity of the remaining terms must not be affected, and, if 
possible, the rights and obligations of the parties are to be construed and enforced as if the 
contract did not contain that term.   
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15) FORCE MAJEURE  
 CONTRACTOR shall not be held responsible for delay or default caused by fire, flood, 

riot, acts of God or war if the event is beyond CONTRACTOR’S reasonable control and 
CONTRACTOR gives notice to STATE immediately upon occurrence of the event 
causing the delay or default or that is reasonably expected to cause a delay or default. 

 
16) NOTICE  

All notices or other communications required under this contract must be given by 
registered or certified mail and are complete on the date mailed when addressed to the 
parties at the following addresses:  
 
Sparb Collins, Executive Director 
ND Public Employees Retirement System 
400 East Broadway, Suite 505 
PO Box 1657 
Bismarck, ND  58502-1657 
 
With a copy to: 
 
Sharon Schiermeister 
Chief Operating Officer 
ND Public Employees Retirement System 
400 East Broadway, Suite 505 
PO Box 1657 
Bismarck, ND  58502-1657 

 
 Notice provided under this provision does not meet the notice requirements for monetary 

claims against the State found at N.D.C.C. § 32-12.2-04. 
 
17) ATTORNEY FEES  
 In the event a lawsuit is instituted by STATE to obtain performance due under this 

contract, and STATE is the prevailing party, CONTRACTOR shall, except when 
prohibited by N.D.C.C. § 28-26-04, pay STATE’S reasonable attorney fees and costs in 
connection with the lawsuit. 

 
18) NONDISCRIMINATION AND COMPLIANCE WITH LAWS  

CONTRACTOR agrees to comply with all laws, rules, and policies, including those 
relating to nondiscrimination, accessibility and civil rights. CONTRACTOR agrees to 
timely file all required reports, make required payroll deductions, and timely pay all taxes 
and premiums owed, including sales and use taxes and unemployment compensation 
and workers' compensation premiums. CONTRACTOR shall have and keep current at 
all times during the term of this contract all licenses and permits required by law. 

 
19) STATE AUDIT  

All records, regardless of physical form, and the accounting practices and procedures of 
CONTRACTOR relevant to this contract are subject to examination by the North Dakota 
State Auditor or the Auditor’s designee. CONTRACTOR shall maintain all such records 
for at least three years following completion of this contract. 
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20) TAXPAYER ID  
CONTRACTOR’S federal employer ID number is: ______________________.  

 
21) PAYMENT OF TAXES BY STATE  

State is not responsible for and will not pay local, state, or federal taxes. State sales tax 
exemption number is E-2001, and certificates will be furnished upon request by the 
purchasing agency.  
 

22) EFFECTIVENESS OF CONTRACT  
 This contract is not effective until fully executed by both parties. 
 
 

IN WITNESS WHEREOF, Contractor and NDPERS have executed this Agreement as of 
the date first written above. 

 
 
 
 NORTH DAKOTA PUBLIC        
  EMPLOYEES RETIREMENT SYSTEM    CONTRACTOR 
 
 
 
By:     Sparb Collins     By:        
 
Title:  Executive Director________________  Title: _______________________________ 
 
Date: _______________________________  Date: _______________________________  
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SECTION VII  -  Business Associate Agreement  
 (Revised 10-2013) 

 
This Business Associate Agreement, which is an addendum to the underlying contract, is 
entered into by and between, the North Dakota Public Employees Retirement System 
(“NDPERS”) and the ENTER BUSINESS ASSOCIATE NAME, ADDRESS OF ASSOCIATE. 
 
1. Definitions  

a. Terms used, but not otherwise defined, in this Agreement have the same 
meaning as those terms in the HIPAA Privacy Rule, 45 C.F.R. Part 160 
and Part 164, Subparts A and E, and the HIPAA Security rule, 45 C.F.R., 
pt. 164, subpart C. 

b. Business Associate. “Business Associate” means the ENTER BUSINESS 
ASSOCIATE NAME. 

c. Covered Entity. “Covered Entity” means the North Dakota Public 
Employees Retirement System Health Plans.  

d. PHI and ePHI.  "PHI" means Protected Health Information; "ePHI" means 
Electronic Protected Health Information. 

2. Obligations of Business Associate.   
 
2.1. The Business Associate agrees: 

a. To use or disclose PHI and ePHI only as permitted or required by this Agreement or as 
Required by Law. 

b. To use appropriate safeguards and security measures to prevent use or disclosure of 
the PHI and ePHI other than as provided for by this Agreement, and to comply with all 
security requirements of the HIPAA Security rule.  

c. To implement administrative, physical, and technical safeguards that reasonably and 
appropriately protect the confidentiality, integrity, and availability of ePHI that it creates, 
receives, maintains or transmits on behalf of the Covered Entity as required by the 
HIPAA Security rule. 

d. To mitigate, to the extent practicable, any harmful effect that is known to Business 
Associate of a use or disclosure of PHI or ePHI by Business Associate in violation of the 
requirements of this Agreement.   

e. To report to Covered Entity (1) any use or disclosure of the PHI not provided for by this 
Agreement, and (2) any “security incident” as defined in 45 C.F.R. § 164.304 involving 
ePHI, of which it becomes aware without unreasonable delay and in any case within 
thirty (30) days from the date after discovery and provide the Covered Entity with a 
written notification that complies with 45 C.F.R. § 164.410 which shall include the 
following information: 

i. to the extent possible, the identification of each individual whose Unsecured 
Protected Health Information has been, or is reasonably believed by the 
Business Associate to have been, accessed, acquired or disclosed during the 
breach;  

ii. a brief description of what happened; 
iii. the date of discovery of the breach and date of the breach; 
iv. the nature of the Protected Health Information that was involved; 
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v. identify of any person who received the non-permitted Protected Health 
Information; 

vi. any steps individuals should take to protect themselves from potential harm 
resulting from the breach;  

vii. a brief description of what the Business Associate is doing to investigate the 
breach, to mitigate harm to individuals, and to protect against any further 
breaches; and 

viii. any other available information that the Covered Entity is required to include 
in notification to an individual under 45 C.F.R. § 164.404(c) at the time of the 
notification to the State required by this subsection or promptly thereafter as 
information becomes available. 

f. With respect to any use or disclosure of Unsecured Protected Health Information not 
permitted by the Privacy Rule that is caused by the Business Associate’s failure to 
comply with one or more of its obligations under this Agreement, the Business Associate 
agrees to pay its reasonable share of cost-based fees associated with activities the 
Covered Entity must undertake to meet its notification obligations under the HIPAA 
Rules and any other security breach notification laws; 

g. Ensure that any agent or subcontractor that creates, receives, maintains, or transmits 
electronic PHI on behalf of the Business Associate agree to comply with the same 
restrictions and conditions that apply through this Agreement to the Business Associate. 

h. To make available to the Secretary of Health and Human Services the Business 
Associate’s internal practices, books, and records, including policies and procedures 
relating to the use and disclosure of PHI and ePHI received from, or created or received 
by Business Associate on behalf of Covered Entity, for the purpose of determining the 
Covered Entity’s compliance with the HIPAA Privacy Rule, subject to any applicable 
legal privileges. 

i. To document the disclosure of PHI related to any disclosure of PHI as would be required 
for Covered Entity to respond to a request by an Individual for an accounting of 
disclosures of PHI in accordance with 45 C.F.R. § 164.528.  

j. To provide to Covered Entity within 15 days of a written notice from Covered Entity, 
information necessary to permit the Covered Entity to respond to a request by an 
Individual for an accounting of disclosures of PHI in accordance with 45 C.F.R. § 
164.528.  

k. To provide, within 10 days of receiving a written request, information necessary for the 
Covered Entity to respond to an Individual’s request for access to PHI about himself or 
herself, in the event that PHI in the Business Associate’s possession constitutes a 
Designated Record Set. 

l. Make amendments(s) to PHI in a designated record set as directed or agreed by by the 
Covered Entity pursuant to 45 C.F.R. § 164.526 or take other measures as necessary to 
satisfy the covered entity’s obligations under that section of law. 

3. Permitted Uses and Disclosures by Business Associate  
 
3.1. General Use and Disclosure Provisions  
Except as otherwise limited in this Agreement, Business Associate may Use or Disclose PHI 
and ePHI to perform functions, activities, or services for, or on behalf of, Covered Entity, 
specifically retiree health plan valuation services – provided that such use or disclosure 
would not violate the Privacy Rule or the Security Rule if done by Covered Entity or the 
minimum necessary policies and procedures of the Covered Entity. 
 

 

 
 



NDPERS Retiree Health Valuation RFP            2014                    Page 18 of 21 

3.2. Specific Use and Disclosure Provisions 

Except as otherwise limited in this Agreement, Business Associate may use PHI and ePHI: 

a. For the proper management and administration of the Business Associate, provided that 
disclosures are Required By Law, or Business Associate obtains reasonable assurances 
from the person to whom the information is disclosed that it will remain confidential and 
used or further disclosed only as Required By Law or for the purpose for which it was 
disclosed to the person, and the person notifies the Business Associate of any instances 
of which it is aware in which the confidentiality of the information has been breached. 

b. To provide Data Aggregation services to Covered Entity as permitted by 45 C.F.R. § 
164.504(e)(2)(i)(B), but Business Associate may not disclose the PHI or ePHI  of the 
Covered Entity to any other client of the Business Associate without the written 
authorization of the covered entity Covered Entity. 

c. To report violations of law to appropriate Federal and State authorities, consistent with 
45 C.F.R. §§ 164.304 and 164.502(j)(1). 

4. Obligations of Covered Entity  

4.1. Provisions for Covered Entity to Inform Business Associate of Privacy Practices and 
Restrictions 

Covered Entity shall notify Business Associate of: 

a. Any limitation(s) in its notice of privacy practices of Covered Entity in accordance with 45 
C.F.R. § 164.520, to the extent that any such limitation may affect Business Associate's 
use or disclosure of PHI.  

b. Any changes in, or revocation of, permission by an Individual to use or disclose PHI, to 
the extent that any such changes may affect Business Associate's use or disclosure of 
PHI.  

c. Any restriction to the use or disclosure of PHI that Covered Entity has agreed to in 
accordance with 45 C.F.R. § 164.522, to the extent that any such restriction may affect 
Business Associate’s use or disclosure of PHI.  

4.2. Additional Obligations of Covered Entity.  Covered Entity agrees that it: 

a. Has included, and will include, in the Covered Entity’s Notice of Privacy Practices 
required by the Privacy Rule that the Covered Entity may disclose PHI for Health Care 
Operations purposes. 

b. Has obtained, and will obtain, from Individuals any consents, authorizations and other 
permissions necessary or required by laws applicable to the Covered Entity for Business 
Associate and the Covered Entity to fulfill their obligations under the Underlying 
Agreement and this Agreement. 

c. Will promptly notify Business Associate in writing of any restrictions on the Use and 
Disclosure of PHI about Individuals that the Covered Entity has agreed to that may affect 
Business Associate’s ability to perform its obligations under the Underlying Agreement 
or this Agreement. 
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d. Will promptly notify Business Associate in writing of any change in, or revocation of, 
permission by an Individual to Use or Disclose PHI, if the change or revocation may 
affect Business Associate’s ability to perform its obligations under the Underlying 
Agreement or this Agreement. 

4.2. Permissible Requests by Covered Entity  
Covered Entity may not request Business Associate to use or disclose PHI in any manner that 
would not be permissible under the Privacy Rule or the Security Rule if done by Covered Entity, 
except that the Business Associate may use or disclose PHI and ePHI for management and 
administrative activities of Business Associate.  
 
5. Term and Termination  

a. Term. The Term of this Agreement shall be effective as of the date of contract award for 
the retiree health valuation, and shall terminate when all of the PHI and ePHI provided 
by Covered Entity to Business Associate, or created or received by Business Associate 
on behalf of Covered Entity, is destroyed or returned to Covered Entity, or, if it is 
infeasible to return or destroy PHI and ePHI, protections are extended to any such 
information, in accordance with the termination provisions in this Section.  

b. Automatic Termination. This Agreement will automatically terminate upon the termination 
or expiration of the Underlying Agreement. 

c. Termination for Cause. Upon Covered Entity's knowledge of a material breach by 
Business Associate, Covered Entity shall either:  

1. Provide an opportunity for Business Associate to cure the breach or end the 
violation and terminate this Agreement and the Underlying Agreement if 
Business Associate does not cure the breach or end the violation within the time 
specified by Covered Entity;  

2. Immediately terminate this Agreement and the Underlying Agreement if Business 
Associate has breached a material term of this Agreement and cure is not 
possible; or  

3. If neither termination nor cure is feasible, Covered Entity shall report the violation 
to the Secretary.  

d. Effect of Termination.  
1. Except as provided in paragraph (2) of this subsection, upon termination of this 

Agreement, for any reason, Business Associate shall return or destroy all PHI 
received from Covered Entity, or created or received by Business Associate on 
behalf of Covered Entity.  This provision shall apply to PHI and ePHI that is in the 
possession of subcontractors or agents of Business Associate.  Business 
Associate shall retain no copies of the PHI or ePHI. 

2. In the event that Business Associate determines that returning or destroying the 
PHI or ePHI is not feasible, Business Associate shall provide to Covered Entity 
notification of the conditions that make return or destruction infeasible. Upon 
explicit written agreement of Covered Entity that return or destruction of PHI or 
ePHI is not feasible, Business Associate shall extend the protections of this 
Agreement to that PHI and ePHI and limit further uses and disclosures of any 
such PHI and ePHI to those purposes that make the return or destruction 
infeasible, for so long as Business Associate maintains that PHI or ePHI.  
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6. Miscellaneous  

a. Regulatory References. A reference in this Agreement to a section in the HIPAA Privacy 
or Security Rule means the section as in effect or as amended.  

b. Amendment. The Parties agree to take such action as is necessary to amend this 
Agreement from time to time as is necessary for Covered Entity to comply with the 
requirements of the Privacy Rule, the Security Rule, and the Health Insurance Portability 
and Accountability Act of 1996, Pub. L. No. 104-191.  

c. Survival. The respective rights and obligations of Business Associate under Section 5.c, 
related to “Effect of Termination,” of this Agreement shall survive the termination of this 
Agreement.  

d. Interpretation. Any ambiguity in this Agreement shall be resolved to permit Covered 
Entity to comply with the Privacy and Security Rules.   

e. No Third Party Beneficiaries. Nothing express or implied in this Agreement is intended to 
confer, nor shall anything this Agreement confer, upon any person other than the parties 
and their respective successors or assigns, any rights, remedies, obligations or liabilities 
whatsoever. 

f. Applicable Law and Venue. This Business Associate Agreement is governed by and 
construed in accordance with the laws of the State of North Dakota.  Any action 
commenced to enforce this Contract must be brought in the District Court of Burleigh 
County, North Dakota. 

g. Business Associate agrees to comply with all the requirements imposed on a business 
associate under Title XIII of the American Recovery and Reinvestment Act of 2009, the 
Health Information Technology for Economic and Clinical Health (HI-TECH) Act, and, at 
the request of NDPERS, to agree to any reasonable modification of this agreement 
required to conform the agreement to any Model Business Associate Agreement 
published by the Department of Health and Human Services. 

7. Entire Agreement 
This Agreement contains all of the agreements and understandings between the parties with 
respect to the subject matter of this Agreement.  No agreement or other understanding in any 
way modifying the terms of this Agreement will be binding unless made in writing as a 
modification or amendment to this Agreement and executed by both parties. 
 
IN WITNESS OF THIS, NDPERS [CE] and ENTER BUSINESS ASSOCIATE NAME [BA] agree 
to and intend to be legally bound by all terms and conditions set forth above and hereby execute 
this Agreement as of the effective date set forth above. 
For Covered Entity:     For Business Associate: 
 
______________________________  ______________________________ 
Sparb Collins, Executive Director  Signature 
ND Public Employees Retirement System 
      ______________________________ 
       Printed Name 
 

  ______________________________ 
      Title 
 
______________________________ ______________________________  
Date      Date   
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SECTION VIII  -  Review Procedures  
 
Proposals will be evaluated in a three step approach.  The first step will be done by a review team 
composed of NDPERS staff and will be an initial screening of each proposal to determine if it is 
sufficiently responsive to the RFP to permit a valid comparison and meets the minimum 
qualifications of having completed past projects similar to the efforts requested herein.  The 
qualifying factor will be on a Yes/No basis.  The proposal will be dropped from consideration if a 
majority of viewers respond "No". 
 
The second step will be a review and rating of each proposal’s technical, product delivery, 
qualifications and staffing by NDPERS staff.  The purpose of this review is to assess the 
consultant's understanding of the work requirements, capabilities and resources.  It is important 
that your proposal relates your understanding in order to be fully rated.  Statements that you will 
comply with the RFP are not sufficient, nor is repeating the RFP requirements.   
 
Each individual will review the proposal for all areas but price.  Every proposal will be awarded 
points for specified areas by the reviewers.  Points for price are awarded automatically.  Following 
is the weighting factor for each area: 
 

GENERAL Points 
Did Consultant follow required format? 10 Points 
Is a signed "Agreement for Services" included? 10 Points 
  
  
RETIREE HEALTH PLAN VALUATION   
Technical Understanding, Timelines and Report 30 Points 
Firm, Qualifications and Staffing 30 Points 
Price 40 Points 
  

This third step of the review will be allocation of points for price.  The findings will be reported to 
the NDPERS Board. 
 
The Board retains the option to make the final selection based upon the totality of the information 
with staff’s review being only one consideration. 

 

 
 



 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-INFO@ND.GOV  ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
 
 
TO:    NDPERS Board    
 
FROM:   Kathy & Sparb      
 
DATE:   March 11, 2014  
 
SUBJECT:  Group Life Plan Renewal Options 
 
 
Effective July 1, 2011 ING was awarded the bid for the group life insurance plan. In its 
proposal, ING provided us with a three year rate guarantee which expires June 30, 2014.  
ING has proposed a premium neutral renewal for the next two year period which means no 
change to our current rates through June 30, 2016. To provide some background on why 
ING was awarded the bid in 2011, the following is provided for your information: 
 

• They increased the active Basic Life benefit by 269% from $1,300 to $3,500 without 
an increase in the state-paid premium. 

• They reduced the employee and spouse supplemental rates an average of 18% to 
26.5%. 

• They introduced one step supplemental life upgrades with guarantee issue of $5,000 
at each annual enrollment.  

• They included funeral planning and concierge service, travel assistance, and 
beneficiary support services at no extra cost. 

 
Staff recommends that we accept INGs proposal for the period July 1, 2014 to July 1, 2016.    
 
 
Board Action Requested 
 
Approve staff’s recommendation to accept INGs renewal proposal.   
  

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 

mailto:NDPERS-INFO@ND.GOV


North Dakota Public Employees Retirement System

  COVERAGE

07/01/2014 *

Group Benefit Plan:  0067389-7

  MODE OF PAYMENT                                               
Monthly

The premium rates contained in the Group Policy are amended as outlined below.

  NEW PREMIUM RATES EFFECTIVE

GROUP POLICY

CURRENT
PREMIUM RATES

NEW
PREMIUM RATES

PREMIUM RATE NOTIFICATION

Life Basic Employee

0.245 0.245$$Active
4.30 4.30Retired

Accidental Death & Dismemberment Basic Employee

0.035 0.035Active
0.02 0.02Retired

Life Supplemental Employee, per $1,000

0.02 0.02Under 25
0.02 0.02 25  -  29
0.03 0.03 30  -  34
0.05 0.05 35  -  39
0.08 0.08 40  -  44
0.10 0.10 45  -  49
0.16 0.16 50  -  54
0.33 0.33 55  -  59
0.51 0.51 60  -  64
0.98 0.98 65  -  69
1.61 1.61  70  +

0.01 0.01Accidental Death & Dismemberment Supplemental Employee, per $1,000

Life Supplemental Dependent Spouse, per $1,000

0.03 0.03Under 25
0.03 0.03 25  -  29
0.04 0.04 30  -  34
0.06 0.06 35  -  39
0.09 0.09 40  -  44
0.11 0.11 45  -  49
0.17 0.17 50  -  54
0.34 0.34 55  -  59
0.52 0.52 60  -  64
0.99 0.99 65  -  69
1.62 1.62  70  +

Life Supplemental Dependent Family

0.20 0.202,000
0.50 0.505,000

* Premium Rate Notification due to policy renewal.
All Premium Rates are Guaranteed from 07/01/2011 to 07/01/2016.

Dallas Office/7

Page 1 of 1Produced on:  02/18/2014

All products and services provided by ReliaStar Life Insurance Company or ReliaStar Life Insurance Company of New York.
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TO:    NDPERS Board   
 
FROM:   Kathy 
 
DATE:   February 25, 2014 
 
SUBJECT:  Heart of America Health Plan 
 
 
Since last year, Sanford Health has purchased Heart of American Health Plan.  Attached is the 
request from Sanford Heart of America Health Plan to continue to offer its health plan to state and 
participating political subdivision employees in its Rugby service area.  The term of this renewal is 
from July 1, 2014 through June 30, 2015.   The new rates are included in the materials provided by 
Sanford Heart of America.  The premiums for all levels of coverage and plan options for the 
upcoming contract period have increased by approximately 14% over the current year.  All other 
required information is attached and appears to be in order.  The State Insurance Department has 
indicated that there have been no complaints or appeals filed against Sanford Heart of America over 
the past year.   
 
The following outlines the current number of contracts for those employers in the Rugby service 
area:  
 
 Rolette County  2 
 Game & Fish   1  
 Pierce County  8     
 City of Rugby   1    
  
Since we last reported, participation in the Sanford HOA plan has increased by 1 contract.  
 
 
BOARD ACTION REQUESTED 
 
Accept or reject the Sanford Heart of America request to continue to offer its health plan to PERS 
membership in the Rugby service area. 

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:    Sparb     
 
DATE:   March 12, 2014  
 
SUBJECT:  Political Subdivision Participation 
 
 
BCBS will be at the Board meeting to provide additional information and clarification relating 
to our discussion of small political subdivisions in the health plan as it relates to the 
Affordable Care Act (ACA).   
 

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:    PERS Board    
 
FROM:   Sparb       
 
DATE:   February 12, 2014  
 
SUBJECT:  Retirement Consultant (Segal)  
 
 
At the January 2014 meeting it was decided to seek a renewal offer from Segal for two more 
years since they have been extensively involved in developing our recovery plan, doing all 
the requested projections and working on the DC option.   
 
In addition to the attached work efforts, we discussed the Experience Study: 
 

 
 

Experience study
• NDCC section 54-52-04 states:

The board shall arrange for actuarial and medical 
advisers for the system. The board shall cause a 
qualified, competent actuary to be retained on a 
consulting basis. The actuary shall make an annual 
valuation of the liabilities and reserves of the system 
and a determination of the contributions required by 
the system to discharge its liabilities and pay the 
administrative costs under this chapter, and to 
recommend to the board rates of employer and 
employee contributions required, based upon the entry 
age normal cost method, to maintain the system on an 
actuarial reserve basis; once every five years make a 
general investigation of the actuarial experience 
under the system including mortality, retirement, 
employment turnover, and other items required by 
the board, and recommend actuarial tables for use in 
valuations and in calculating actuarial equivalent 
values based on such investigation; and perform other 
duties as may be assigned by the board. (Emphasis 
added)

• Last one for 2004-2009

91

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 



If you elect to extend the Segal contract for the next two years, I will follow-up with them to 
get a quote on the experience study.  
 
Staff would recommend extending the Segal contract due to: 
 

1. Experience with the recovery plan. 
2. Experience with the DC option. 
3. The ability to coordinate with the TFFR in the next two years on the GASB 

implementation. 
  
 
BOARD ACTION REQUESTED  
 
Determine if the Segal contract should be extended.  



 

5990 Greenwood Plaza Boulevard  Suite 118  Greenwood Village, CO 80111-4708 
T 303.714.9900  www.segalco.com 

 
 

 
 
 
 

 

 Benefits, Compensation and HR Consulting. Member of The Segal Group. Offices throughout the United States and Canada 
 

February 7, 2014 

Mr. Sparb Collins 
Executive Director 
North Dakota Public Employees' Retirement System 
400 East Broadway, Suite 505 
Bismarck, ND 58502 

Re: Proposed Contract Extension  

Dear Sparb: 

The current consulting services contract extension expires on June 30, 2014. Based upon your 
request, we are proposing our fees for the next two years of the current contract. Due to the 
increasing costs of providing actuarial and consulting services, we are requesting an approximate 3% 
increase in our fixed fee in both years of the extension period. 

Segal values our over 20-year relationship with the System and has made every effort to provide 
increases that support the ever increasing level of diligence and care required for all public employee 
retirement systems.  Our knowledge of the System’s plans and provisions enhances assessing the 
impact of proposed changes and identifying future challenges. We will continue to work closely with 
the Board and staff through increased communications utilizing team calls to assure concurrence on 
and the outcome of core services and special projects.  

The following tables set forth the proposed fees for consideration. 
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Fixed Fee Rates Existing Fee     
7/1/13-6/30/14 

Proposed Fee Year 
One 7/1/14-6/30/15 

Proposed Fee Year 
Two 7/1/15-6/30/16 

Actuarial Valuation and 
Consulting Services 

   

 Plans: General, Judges, 
Law Enforcement with 
prior service. Law 
Enforcement without 
prior service. Highway 
Patrol, National Guard, 
et.al. 

$71,000 $73,100 $75,300 

 Retiree Health Insurance 
Credit Fund 

$13,100 $13,500 $13,900 

 Job Service North 
Dakota 

$19,000 $19,600 $20,200 

Total Fixed Fee Matters $103,100 $106,200 $109,400 

 

Time Charge Rates 

QDRO, Compliance Consulting, 
General Consulting and Special 
Projects 

Time Charges per schedule Time Charges per schedule 

Flexible Compensation Time Charges per schedule Time Charges per schedule 

Legislative Analysis Time Charges per schedule Time Charges per schedule 

401(a) Defined Contribution Plans Time Charges per schedule Time Charges per schedule 

457 Plan Time Charges per schedule Time Charges per schedule 
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The overall fixed fee covers the valuations listed above and two onsite meetings, one with the Board 
and one before the Legislative Committee.  Other special projects or consulting will be charged on an 
hourly rate basis as listed below with prior approval from the System. 
 
 

 
 

Hourly Rates Existing Fee  
7/1/13-6/30/14 

 
Proposed Fee 

Year One 
7/1/14 - 6/30/15 

 
Proposed Fee 

Year Two 
7/1/15 - 6/30/16 

Blended Rate $280 $290 $300 

 

We respectfully submit this proposal for an extension. Please do not hesitate to call if I can answer 
any questions. 
 
Sincerely,  

 

Brad Ramirez, FSA, MAAA, FCA, EA 
Consulting Actuary 
 
/cz 
 
cc: John Coyle 
 Cathie Eitelberg 
 Tammy Dixon 
 Steve Ohanian 
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   February 13, 2014 
 
SUBJECT:  Retirement Legislation   
 
 
We need to finalize our proposed legislation for the 2015 session by March and submit it to 
the Legislative Employee Benefits Committee.  This memo will provide some background on 
the issues faced by our retirement plans, review the status of each, provide options for 
going forward and a staff recommendation.   
 

BACKGROUND 
 
As a result of the dramatic downturn in the financial markets(see graph below) in 2001 and 
2008/2009, the long term funding status of all the retirement plans under PERS was 
projected to deteriorate over time and in some cases go to a “0” funded status by the mid 
2040’s. 

 

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 



The Main retirement plan was one of the plans whose funded status was projected to go to 
“0” which is shown on the following: 
 

 
 
As a result of this challenge the Board developed a proposed recovery plan to return all 
plans back to 100%.  That plan was based upon a shared recovery between both the 
employer and employee. The plan that emerged was to increase contributions by 8% over 
four years with employees paying 4% and the employers paying 4%.  The following table 
shows the proposed timetable for the increases: 
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This plan was based upon three goals the Board had set for the plans: 
 

• Stop the downward trend 
• Stabilize the plans 
• Put them on a track back to 100% funded 

 
The initial recovery plan was submitted to the 2011 legislative session and the 2012 and 
2013 increases were approved.  Consideration of the 2014 and 2015 increase was deferred 
to the 2013 session. 
 
In 2013 the Board submitted the final two years of the recovery plan. The following is the 
process of considerations: 
 

• Recommended by: 
– Legislative Employee Benefits Committee 
– In the Executive Recommendation 

• Submitted as SB 2059 
– Passed the Senate (35-12) 
– Defeated in the House (32 -59) 

• Provisions put in HB 1452 (defined contribution bill for state employees)   
– Passed the Senate 
– Not concurred by the House 

• Conference Committee 
– Amended to provide third year of recovery but not the fourth year & add a DC 

option for state employees to 2017 
 
As the above highlights, the third year of the recovery was approved, but a DC plan option 
for all state employees was added until 2017 with no funding for this new option.  Also, 
please note that the funding for SB 2059 was taken out by the House’s Appropriations 
Committee at the very beginning of the session before the hearings on SB 2059.   
 
The 2011 Session and the 2013 session accomplished much for the retirement plans.  For 
all the plans the first two goals were achieved: 
 

• The downward trend had been stopped 
• The plans have been stabilized 

 
The third goal was not quite as clear and, therefore, the need to consider our course of 
action for the 2015 session.   
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2015 RETIREMENT LEGISLATION 
 
The question at this point is whether or not additional actions need to be taken to 
accomplish the third goal of our recovery “to put the plan on track to 100%”.  The following 
will assess this in two subsections.  The first subsection will look at the Judges, Law 
Enforcement Plans, National Guard and Highway Patrol plans.  The second will examine the 
Main Retirement Plan.  
 

1. Judges, Law Enforcement Plans, National Guard and 
Highway Patrol Plans 

 
 
The adoption of the third year of the recovery plan and recent investment returns have 
resulted in the following projections for the Judges, Law Enforcement with Prior Service, 
Law Enforcement without Prior Service, the National Guard and the Highway Patrol Plans. 
 
For the Judges retirement plan the following is the most recent projection based upon the 
increases passed to date: 
 

 
The above show shows this plan is on track to get to 100% by about 2020 with no additional 
increases.  Clearly all three goals have been accomplished for this plan.   
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For the National Guard retirement plan the following is the most recent projection based 
upon the increases passed to date: 
 

 
This plan is on track to get back to 90% at this point.   We are working with the National 
Guard at this time on a plan to address this and will likely bring a proposal to the PERS 
Board at the March meeting.  Since the PERS Board has the authority to adjust the 
employer contribution, no legislation should be needed.  
 
 
 
  

5 
 



For the Law Enforcement Plan with Prior Service the following is the most recent projection 
based upon the increases passed to date: 
 

 
The above shows this plan is on track to 100% in about 2039 with no additional increases.  
Staff would recommend not additional increases for this plan.  This plan has membership 
from political subdivisions and state BCI employees.  Presently the BCI employees and 
employers pay ½% more than the other members.  If the fourth year of the recovery had 
been passed, everyone would have been at the same level.  Since staff’s recommendation 
at this point is not to submit the 4th year of the recovery for this plan, staff would further 
recommend submitting a proposal to reduce the employee contribution for BCI employees 
to the same level as the other members.  The Board has the authority to reduce the 
employer contribution.   
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For the Law Enforcement Plan with no Prior Service the following is the most recent 
projection based upon the increases passed to date: 
 

 
As the above shows, this plan is on track to get back to about 98%. 
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For the Highway Patrol Plan the following is the most recent projection based upon the 
increases passed to date: 
 

 
The above shows the HP plan is on track to get back to 100% in about 2019.   
 
As the above projections show, the Judges, Law Enforcement with prior service and the 
Highway Patrol plans are now clearly on a track to 100% funded status. The Law 
Enforcement without prior service is very close and so could be considered on track.  The 
National Guard is improving but is at 90% over the period. The following table summarizes 
the above. 

 

Where are we at
Judges Nat Guard Law Enf 

(with)
Law Enf 
(without)

Highway
Patrol

Stop 
downward 
trend

Stabilize
Plan

Get on track 
to 100%
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Staff Recommendation: 
 
Given the above finding, it is staff’s recommendation that we not submit any further 
legislation for the Judges, Law Enforcement Plans and the Highway Patrol Plan.  
Concerning the National Guard Plan, staff is working on a proposal with the National Guard 
that will likely be presented at the next meeting.  At this time no consideration is being given 
to increasing member contributions which is the only contribution proposal which would 
require legislation. The Board has the authority to increase employer contributions.    
However, staff is recommending legislation that would match the employee contribution for 
BCI employees to the same level as the other members of the law enforcement plan.    
 

2. Main Retirement Plan 
 
The following projection shows the projected funded status of the Main Retirement Plan 
under three scenarios: 
 

2013 Considerations
(projects assume DC plan option is funded in 2017 or not continued)

72

As approved in 
2011

As proposed in 
2013

As approved in 
2013

 
The lower line is the projected funded status (out to the year 2046) with the adoption of the 
first two years of the recovery plan in 2011 (improved the long term funding from “0” to 
60%).  The middle line is the projected funded status with the approval of the third year of 
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the recovery plan in 2013 (improves the long term funding from 60% to 80%).  The top line 
is the projected funding status if the fourth year of the recovery had been approved (100% 
funded status).  We are presently on course with the middle line to about 80%.  
 
With the action last session the question is what if anything should be done going forward to 
get the plan back to 100%. 
 
Decision Environment 
 
However, before considering what action to take for the 2015 session it is noteworthy to 
assess how our decision environment has changed since we first developed the recovery 
plan based on contribution increases shared by the employee and employer.  Specifically, 
new variables need to be considered going forward that were not part of the consideration in 
2009.  Also the existing variables considered last time have changed as well.   
 
The following graph shows some of the present environmental decision variables: 

 
Except for the funded status variable, all the other variables in the decision environment are 
new since the initial recovery plan was developed.  The following discussion reviews each of 
these variables and their implications. 
 
GASB 
New Governmental Accounting Standards Board requirements will be implemented in 2014 
and 2015.  These new requirements will mean that our participating political subdivisions will 
now have to show a part of the retirement unfunded liability on their financial statements.  
This will be a significant change for them and having to absorb this as well as additional 
contribution increases may be a challenge to them in 2015.   
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Interim DC Study 
This last session the legislature passed the following study resolution: 

 

 
 
If a bill is passed out of the committee, the next legislative session could be actively 
considering closing the PERS Hybrid plan to new state employees.  Having to consider both 
a contribution increase for the DB plan and closing it to new employees by having everyone 
go into the DC plan may overshadow considerations of the merits of a DC plan.   
 
DC Option 
The 2013 session adopted a DC option for new state employees until 2017.  This was not 
funded this last session since the option had an expiration date.  This will need to be 
considered in 2017 if a new bill is not passed in 2015.  The question in 2017 will be to 
extend the option going forward, and if extended, how to fund it.  Here again considerations 
of both issue may overshadow the merits of either on their own. 

 
State Bond Rating 
The state has been very active in working to reach an AAA rating.  Having a funding plan for 
the retirement plan that was acceptable to the rating agency was considered very important 
by the Executive Branch in order to get the AAA rating. The state has now achieved an AAA 
rating which indicates the actions of the 2013 session were considered enough to satisfy the 
rating agencies (the adoption of 3 years of the recovery plan).  For the state, this eliminates 
one of the key reasons for the additional contribution increases. 
 
Health Plan 
This last session the legislature considered benefits and salary as a single issue.  As a 
result the House removed 1% of the employee’s salary increase and the retirement 
increase.  The explanation was that it would not affect the employees’ take home pay and 
the state was paying an additional 1% employer contribution.  This next session health 
insurance costs could increase about 14% or more based upon current trends.  Combine 
this with an additional increase for retirement, if proposed, and the two are more significant 
than last session.   
 
In 2011 when we developed the four year recovery plan based upon contribution increases, 
our health insurance increase was 7% or 3.5% per year.  We noted at that time it was our 
third lowest increase since 1977 and that when combined with the proposed retirement 

SECTION 16. LEGISLATIVE MANAGEMENT STUDY - NORTH DAKOTA 
RETIREMENT PLANS. 
During the 2013-14 interim, the legislative management shall consider studying the 
feasibility and desirability of existing and possible state retirement plans. The study must 
include an analysis of both a defined benefit plan and a defined contribution plan with 
considerations and possible consequences for transitioning to a state defined contribution 
plan. The study may not be conducted by the employee benefits programs committee. The 
legislative management shall report its findings and recommendations, together with any 
legislation needed to implement the recommendations, to the sixty-fourth legislative 
assembly. 
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increase was still less than an average health plan increase.  This session the increase may 
be twice what it was in 2011 and the same rational cannot be put forward.   
 
Funded Status 
In 2011 the projected funded status of the plan was going to “0”.  At that time the only 
method to stop the downward trend, stabilize the plan and get it back on track to 100% was 
to increase contributions.  No other approach accomplished all three goals. 
 
As of 2013 the long term funded status is projected to go to 80% assuming the DC option 
goes away in 2017 or is funded over the same planning period.  With a higher starting point 
now, contribution increases are now not the only option.  The challenge in 2013 is 
significantly different than 2011.    
 
Summary 
Most of the above are new considerations that were not part of the considerations in the 
development of the initial recovery plan (GASB, Interim Study, DC Option, State Bond 
Rating, Health premiums) or if not new have significantly changed since then (Funded 
Status).  As the above demonstrates, the decision environment is dramatically different 
since the initial recovery plan was developed.  
 

Options for 2015 
 
There are three options for 2015 and they are: 
 

1. Stay with the original recovery plan and submit the fourth year. 
2. Adjust the plan for new employees by making the changes the Teachers Fund for 

Retirement (TFFR) made for their members.  Some of these were a part of their 
recovery plan. 

3. Submit no legislation and rely on investment returns for future improvement in the 
funded status. 

 
At this point this memo will review each of the options. 
 
OPTION #1 – SUBMIT FOURTH YEAR OF RECOVERY PLAN 
 
Option #1 is to submit the fourth year of the recovery plan.  The fourth year has been 
considered by the 2011 and 2013 sessions and was not adopted by either.  In both cases 
the recovery plan had a favorable recommendation by the Legislative Employee Benefits 
Committee, the Governor and all of our employee organizations.  In both cases there was 
no opposition at the hearings.   However, even with this support the fourth year has not 
been passed by the legislature twice.  The following table shows the benefit of receiving the 
fourth year of additional contributions. 
 

12 
 



 
 
The top line is what happens to our long term funding projections with the fourth year of 
contribution increases.  As you will note, we get back to 100% by 2046.  The bottom line is 
our funding projection without the fourth year and assuming in 2017 the DC option goes 
away or is funded. This option clearly meets all three of our goals.   
  
The next graph shows the cost to our participating employees for their share of the 2% 
increase which would be 1% for the employer and 1% for employees. 
 

  

Jul-13 2013-2015 1.00%
Plan Employees Biennium Payroll  
Main - State 11631 1,093,946,372$ 10,939,464$  
Judges 47 12,810,520$        128,105$        
Highway Patrol 141 18,073,433$        180,734$        
DC Plan 219 33,540,006$        335,400$        

Total 12038 1,158,370,331$ 11,583,703$  
General Fund 53.38% 618,338,083$            6,183,381$          

Political Subs
County 3581 $320,111,689 3,201,117$    
City 1475 $162,456,950 1,624,570$    
Schools 4988 $303,998,340 3,039,983$    
Others 557 $47,604,153 476,042$        
Subs Total 10601 $834,171,132 8,341,711$    

Total 19,925,415$  
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As the above chart shows, the cost for the next biennium for our participating employers is 
almost $20 million.  The state’s portion is almost $12 million and the political subdivision’s is 
about $8 million for a total of about $20 million for 2015-2017 (two years).   
 
Please note an equal amount would be deducted from our participating employee’s salaries.  
Specifically our participating employees would need to contribute almost $20 million as well.   
 
In total for both our employers and employees, the total cost for 2015-17 would be about 
$40 million.  The total increase (considering inflation on payroll which will occur and make 
the amount larger) for the period until the plan becomes 100% funded is $1.25 billion.  This 
amount would be split equally between employers and employees (about $625 million each 
over the period).   
 
OPTION #2 – IMPLEMENT SIMILAR CHANGES TO PERS AS TFFR HAS 
IMPLEMENTED FOR ITS MEMBERS.  
 
Option #2 is to implement similar changes to the plan design for PERS as TFFR has for its 
members.  Some of these changes were a part of TFFR’s recovery. The changes discussed 
here for PERS would be for new employees only (TFFR had some of these apply to existing 
members).   
 
In making our plan similar to TFFR, we are not opening up the plan design for Board 
considerations but only matching provisions in our sister system that have been agreed to 
by the groups and the legislature.  If we went beyond those, we would be opening the plan 
design to broader considerations which could be a more extensive process.  For example, 
some have suggested that we should have a cash balance plan design and that is what the 
PEW organization is advocating nationally.  Opening up the plan design for broader 
considerations beyond matching our sister system means that many ideas could emerge, 
consequently the narrow focus offered here.     
 
The changes that would match those in TFFR are: 
 

1. Match the interest on member accounts to TFFR which is 6% 
2. Change early retirement reduction from 6% per year to 8% per year 
3. Change FAS to high 5 years instead of 3 years 
4. Change rule of 85 to 90 with minimum age of 60  

  
When the above was discussed with the PERS benefits committee, they expressed concern 
with applying some of the above changes to existing employees as TFFR did, consequently 
the above is proposed to apply to new employees only.  If these changes were made, the 
following table shows their effect on the long term funded status of the plan. 
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The lower line is the plan funding based upon the existing contributions and the top line is 
the plan funding with the changes offered here.  As the above shows this will return the plan 
to 100% by 2057.  This is about 10 years later than Option #1.  Option # 2 would meet all of 
three goals and would not require employees or employers to pay the additional $40 million 
next biennium and going forward would save our employee/employer members $1.25 
billion. 
 
OPTION #3 – SUBMIT NO LEGISLATION AND RELY ON WHAT HAS BEEN 
ACCOMPLISHED TO DATE AND FUTURE RETURNS 
 
Option #3 is that no new legislation relating to the recovery would be submitted in 2015 and 
we would relay on what has been accomplished to date with contributions and future 
investment returns to get the plan back to 100%. 
 
The following chart shows when the plan would return to 100% with the existing 
contributions and 8% returns each year going forward.   
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As this chart shows, the plan would return back to 100% in about 2086 (the last year on the 
above projection) based on the existing contributions and 8% returns.  This is about 29 
years longer than Option #1 and about 19 years longer than Option #2.   
 
Looked at from a different perspective, the following are the returns required over 20 years 
to get back to 100% each year if the assumed return for 2014 is between 24% and -24%.  
For example if the return this year is 8%, then the plan will need 9.6% annually for the next 
20 years to get back to 100%.   
 

 
It can be argued that Option #3 meets all three goals if you accept that getting to 100% in 
2086 meets the goal.  However, as noted above, this option does move the date down the 
line significantly and to rely on investment returns to get it to 100% sooner will require strong 
returns.    
 

Target  
Funded  
Ratio 

Rate of Return Required for All Years  
Beginning on and after 2014/2015 To Achieve Target in 2033 

Assumed 2013/2014 Return 

24.0% 16.0% 8.0% 0.0% -8.0% -16.0% -24.0% 

70% 6.8%  7.3%  7.7%  8.3%  8.8%  9.5%  10.2%  
80% 7.5%  7.9%  8.4%  9.0%  9.5%  10.2%  10.9%  
90% 8.1%  8.6%  9.1%  9.6%  10.2%  10.8%  11.5%  

100% 8.7%  9.1%  9.6%  10.1%  10.7%  11.4%  12.1%  
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Staff Recommendation 
 
Staff is recommending Option #2.  Staff is not recommending Option #3 since it makes no 
changes on the income side (contributions) or the liability side (benefits) with the result 
being a significantly longer recovery.  
 
In developing this recommendation for Option #2, staff reviewed each of the variables in our 
decision environment for both Options #1 & #2 and makes the following observations: 
 

Variable Option #1 Option #2 

Governmental Accounting 
Standards Bd (GASB) 

Additional contributions 
being required of our 
employers and the 
recognition of the GASB 
liability will be a difficult 
challenge for our political 
subdivision boards. 

This option would mean that 
our participating employers 
would have no additional 
contributions and could focus 
solely on the recognition of 
the new liability.  This would 
reduce the magnitude of 
retirement issues facing our 
employers in 2015 

DC Option 

The requirement for $20 
million in additional employer 
contributions for 2015 -2017 
and $625 million over the 
recovery period could be an 
argument for the need to 
change the DB/Hybrid plan 
and overshadow 
considerations relating to a 
DC plan based solely upon 
its merits 

With no contribution increase 
policy makers could focus on 
the merits of the DC plan 
option change only. 

State Bond Rating 

The attainment of AAA rating 
by the state means that it 
does not need to make 
additional contributions to 
satisfy the needs of the 
rating agency. 

Since this option is budget 
neutral for our employers 
they would not need to 
consider the merits of 
additional contributions. 

Rising Health Premiums 

When our recovery plan was 
developed, health premiums 
were going up 7% or 3.5% a 
year.  We testified that the 
lower premiums made the 
increase more affordable.  
Now premiums are projected 
to increase 14% or more 
making it less affordable and 

No budget issues so it would 
not affect considerations 
relating to salary or other 
benefits for our members 
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Variable Option #1 Option #2 
could affect considerations of 
salary and health premium 
contributions for our 
participating members.  If so, 
our members could receive 
less salary or health support 
in addition to paying 1% 
more in retirement 
contributions.  Our members 
could be affected 
significantly 

Funded Status 

This option will get us to 
100% faster than Options #2 
or #3.  However, when the 
recovery plan was originally 
developed, this option 
(contribution increases) was 
the only option to 100%.  
This is no longer the case as 
we look to closing the final 
20%.   

This option helps close the 
last 20% without requiring 
additional contributions from 
our members or employers 
who have already 
contributed 3%. 

Interim Study 

As with the DC option, this 
proposal requires $20 million 
in additional employer 
contributions and over the 
recovery period $625 million 
which could be an argument/ 
impetus for the need to 
change the DB/Hybrid plan 
instead of  focusing on the 
merits. 

With no contribution 
increase, policy makers 
could focus on the merits of 
such a change 

 
 
Based upon the above review of the environmental decision variables and the significant 
savings to our members ($625 million over the recovery period), staff concludes that Option 
#2 is more favorable for our employers and employees while meeting our goals.   
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In addition to the above, staff noted that the likelihood of success of Option #2 is greater 
than Option #1 due to the legislative consideration process relating to Option #1 versus 
Option #2.  If Option #2 is selected, the Bill Consideration Process is: 
 

Bill Consideration Process
Technical bill – no appropriation – assuming 
Senate is first House bill is submitted to

Senate
GVA Senate House 

GVA House Governor

1. If a PERS bill is amended at any point in this process it must go back 
to the legislative Employees Benefits committee first to get a review 
and recommendation.  This will add additional steps to the above 
process

2. If there is a difference between the House’s then a conference 
committee would be added to the above.  The conference committee 
members would likely come from the GVA committee.  

168

 
 
The legislative consideration process for Option #2 is that it needs to pass two standing 
committees, the floor of both chambers and get signed by the Governor.  Whereas for 
Option #1 the following process is required since there is an appropriation: 
 

Bill Consideration Process
Technical bill – with appropriation – assuming 
Senate is first House 

Senate
GVA

Senate
Approp. Senate House

GVA

House 
Approp

Sub.

House 
Approp House Governor

1. If a PERS bill is amended at any point in this process it must go back to 
the legislative Employees Benefits committee first to get a review and 
recommendation.  This will add additional steps to the above process

2. If there is a difference between the House’s a conference committee would 
be added to the above steps.

3. Due to the appropriation the conference committee may include GVA 
and/or Appropriation Committee members 169
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In addition to the steps for Option #2, Option #1 must also go through the Appropriation 
Committees of both the House and Senate (two additional steps).  This means the 
consideration of retirement increases are a part of allocating funds for all governmental 
efforts and prioritized against all other requests.  When funding for any effort is part of 
overall considerations, it may or may not be funded based solely on its own merits but also 
how it compares to other competing priorities.  In 2013 you will remember that it was the 
House Appropriations Committee that removed funding for the recovery plan before any 
hearings on the bill since other funding considerations were given a higher priority and 
therefore it was not included.     
 
In addition to the above, another consideration compared to 2009 is that at this point in time 
the legislature has on two occasions not passed the fourth year of the recovery plan.  Unlike 
the first time when there was no legislative history relating to the fourth year of the recovery 
plan, we now have that to consider as well.   
 
Consequently, since Option #2 is more positively aligned with the decision variables 
identified/discussed above, and the legislative considerations relating to a bill without an 
appropriation allows considerations based solely on its merits, staff feels that Option #2 
would have a greater chance for success and for us to fulfill our goals sooner.  In addition, 
staff notes that not requiring more contributions from our existing members is beneficial to 
them since they have already had to give up 3% of take home pay over the years and 
Option #2 instead of Option #1 saves future employees about $625 million in salary 
contributions over the recovery period while maintaining our core plan benefit which is 50% 
of final average salary at retirement.   
 
In summary, staff recommendations are: 
 

1. No additional legislation for the Judges, Law Enforcement Plans, National Guard 
Plan and Highway Patrol plan.  Also, for the Law Enforcement Contributions for the 
BCI to drop them to equal the level of the other members. 

2. Submit Option #2 for the Main Plan. 
 
If you need additional time to consider the above, a final decision is not needed until March.  
However, we will need to develop legislation for your final consideration, so if you could 
narrow the options, we can begin work based upon that direction.  In addition, another 
option would be to submit both Options #1 and #2 to the Legislative Employee Benefits 
Committee to allow them both to get further study and comment.   
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TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   February 13, 2014  
 
SUBJECT:  Pre-Medicare Retiree Health/Retiree Health Credit   
 
 
Last session we submitted HB 1058 which did: 
 

1. Closed the PERS health plan to pre-Medicare retirees on July 1, 2015 (Section 1). 
2. Made the retiree health credit portable (Section 2 & 3). 

The PERS Benefits Committee is suggesting that we submit legislation this session to move 
back the effective date from July 1, 2015 to July 1, 2017.   
 
Background on HB 1058  
 
SECTION 1 - CLOSED THE PERS HEALTH PLAN TO PRE-MEDICARE RETIREES 
 
Section 54-52.1-02 (1) authorizes retired employees not eligible for Medicare the option to 
participate in the PERS Health Plan.  Historically this option was available to insure that 
retiring employees would be able to find health coverage when they retired without having to 
be exposed to medical underwriting requirements or pre-existing condition provisions.  The 
rate for this coverage is also set in statute as: 

– the rate for a non-Medicare retiree single plan is one hundred fifty percent of 
the active member single plan rate,  

– the rate for a non-Medicare retiree family plan of two people is twice the non-
Medicare retiree single plan rate, and  

– the rate for a non-Medicare retiree family plan of three or more persons is two 
and one-half times the non-Medicare retiree single plan rate. 
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The following is a history of the premium for that coverage: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Since the above rate is set by a state statute and is not based upon the actuarial 
requirements of the group, the above rates while high, do not reflect the full cost of that 
coverage.  If the rate was set based upon the actuarial requirement for the pre-Medicare 
group, it would be even higher.  This difference between the statutory rate and the actuarial 
rate is called an implicit subsidy of the plan.   
 
Relating to financial reporting of this implicit subsidy, the Governmental Accounting 
Standards Board (GASB) finalized Statements No. 43 (GASB 43 for funded OPEB plans) 
and 45 (GASB 45 for employers) in 2004. The statements' objectives are to establish 
uniform standards of financial reporting by state and local governmental entities for post-
employment benefit plans other than pension benefits (OPEB plans). This includes post-
employment health care benefits such as the one provided to North Dakota pre-Medicare 
retirees. Pursuant to these statements the State must report the present value of this implicit 
subsidy as a footnote on the State’s financial reports.  The most recent valuation put this 
amount at $65.2 million.  With the adoption of this bill PERS will no longer offer this 
coverage. Consequently, this liability would be substantially eliminated and, therefore, would 
not appear on the financial statements.   
 
The second aspect of the implicit subsidy is that in the near term (the cost for one year) the 
actuarial difference in the cost is applied to the active contracts in the plan.  The estimated 
cost of this to the active contracts in the plan is about $2.46 per contract per month on 
premiums for 2013-15.  Again, if the provisions of this bill are approved, this cost would no 
longer be applied to the active contracts in the plan. In the fiscal note, we assumed that this 
would reduce the active health insurance coverage by about half of this amount in 2015-17.  
We would expect that by 2018 nearly all pre-Medicare members would be off the health 
plan and this entire savings would then be reflected in the active premiums.   
 
While the provisions of this bill will result in the above two savings for the employer (no 
longer having to report the present value of the subsidy on the states financial statements 
and the subsidy being reflected on the active rates), what about the effect on retirees?  
First, as mentioned at the beginning, this coverage was offered to pre-Medicare retirees to 
insure they had access to coverage when they retired.  Due to the passage of the 
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Affordable Care Act (ACA), there are provisions in the bill that provide access to insurance  
without having to be concerned with being medically underwritten or having pre-existing 
condition provisions.  Consequently, the primary reason that PERS offers this coverage to 
this group may no longer apply.  Additional advantages for the pre-Medicare retirees to 
access coverage through the new health care exchanges may be: 
 

• Possible subsidies for coverage 
• More selection of plans  

 
The primary disadvantage to our pre-Medicare retirees is that at this time the PERS Retiree 
Health Insurance Credit is not portable, so they would lose that benefit by going to the 
health care exchange. That is why Sections 2 & 3 of the bill were proposed.  You will note, 
however, that the effective date of this act is not until July 1, 2015.  The reason for this is to 
allow us enough time to confirm our understanding when the Affordable Care Act provisions 
are implemented in 2014.  We noted in our testimony if our understanding proves to be 
incorrect, then corrective provisions can be proposed to the 2015 legislative session before 
we stop offering non-Medicare coverage.   The PERS benefits committee is suggesting that 
due to the rocky rollout of the ACA more time is needed to access its viability as an 
alternative to the PERS plan for pre-Medicare retirees.   
 
SECTIONS 2 & 3 – RETIREE HEALTH CREDIT PORTABILITY 

In 1989, the North Dakota Legislature started the Retiree Health Insurance Credit Program 
(RHIC).  The purpose of this program was to help retirees offset the cost of health 
insurance.  It was recognized at the time that the cost of health insurance was becoming 
increasingly unaffordable.  The monthly benefit formula and benefit paid information is: 

BENEFIT FORMULA: 

 $5 for each year of credited service 

 Example: $5 x 25 years = $125 

During the last year, the program paid out the following benefits: 

BENEFITS PAID 

 Average benefit: $118 per month to 4,442 members 
 
This program is presently funded by a 1.14% contribution from payroll. 
 
Presently, this benefit can only be used to purchase PERS retiree health insurance 
coverage.   
 
If the provision in Section 1 of this bill alone was passed, it would mean that pre-Medicare 
retirees would not be able to participate in the PERS health plan and would lose this benefit.  
Consequently, the proposal in Sections 2 & 3 would make this coverage portable for any 
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health insurance coverage and also allow it to be used for the PERS dental, vision, 
prescription and long term care coverage.  This provision adds the portability feature for not 
only pre-Medicare retirees but also Medicare retirees.   
 
Summary 
HB 1058 did two basic things: 
 

1. Closed the PERS Health Plan to pre-Medicare retirees on July 1, 2015 (Section 1).  
As discussed above, this will eliminate the implicit subsidy associated with offering 
this coverage, which consists of a present value of about $65 million, thus reducing 
that amount on the state’s financial statements.  In addition, this change will reduce 
the active rates in the future by the annual implicit subsidy cost of about $2.46 per 
contract per month. 
 

2. Made the retiree health insurance credit portable.  While this will increase the cost of 
this program based upon the most recent actuarial valuation, the additional cost can 
be paid within the existing contribution. 

  
 
Recommendation 
 
The PERS Benefits Committee is recommending moving back the effective date of the bill to 
allow more time to determine that the ACA is a viable alternative for PERS pre-Medicare 
Retirees.   
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FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
 
 
TO:    PERS Board    
 
FROM:   Sparb      
 
DATE:   February 13, 2014  
 
SUBJECT:  Defined Contribution Plan Legislation 
 
 
As we have reviewed, there is much discussion about Defined Contribution Plans these 
days.  Among our responsibilities in NDCC 54-52.6 is the administration of the state DC 
option which has given us an administrative perspective on the plan with regard to its 
strengths and weaknesses.  Among its strengths are the lower costs, enhanced services 
and additional investment options that have been added to the DC plan since its inception in 
1999 through the bidding process.  Among its weaknesses we have noted the following: 
 

1. Pension Adequacy - Contribution levels  
2. Limited disability benefit 
3. Limited spouse benefit 
4. Time for financial planning 

 
It should be noted that while there is discussion on DB vs. DC and who should be in what 
plan, there is little to no discussion of the above plan design features.  This memo outlines 
each of the above features and provides a staff recommendation for proposed legislation. 
 
1. Pension Adequacy - Contribution Levels  
 
In recent years we have had Segal do a study concerning the benefit levels in the DC plan 
compared to the DB/Hybrid plan.  The following table summarizes their findings for the 
existing population: 
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In that report Segal said: 
 

 
 
For many of the above members the reason the benefit is so low is due to the poor timing of 
the plan’s implementation, which was when the markets crashed, and secondly, due to the 
low contribution level.  While little can be done about the investment environment, we can 
consider actions relating to the contribution levels.  To that extent we did include the DC 
plan in our recovery plan legislation with the goal of increasing the contributions to plan to 
provide a more reasonable benefit.   
 
In considering what is a reasonable level for the DC plan, we have been benchmarking it 
against that DB plan which pays a benefit at 25 years of service of 50% of final average 
salary.  For a new DC member entering the plan at age 35 and retiring at their normal 
retirement age, they would receive a benefit of equal to about 85.5% of the DB benefit.  This 

Concerning the above, the Segal report stated: Overall, this analysis shows that the majority 
of the current DC Plan members are projected to receive significantly less retirement income 
under the DC Plan than projected under the DB Plan. In particular, the ratio of DC Plan to DB 
Plan benefits declines somewhat as age increases, and declines dramatically as length of service 
increases. The DC Plan benefits are projected to be higher with an increase in the contribution 
rate but are still less than 100% of the DB Plan benefits for most participants. Under existing 
contribution levels, the only way that DC Plan benefits would consistently reach the level of DB 
Plan benefits would be to earn long term investment returns above the assumed 8%. 
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review would indicate that the DC plan is providing a lower benefit then the DB plan to its 
participants (this does not include a risk premium).   
  
With the above in mind, in recent years we have worked to increase the contribution level to 
the DC plan.  It is now at 14.12% compared to 8.12% when the plan started (at that point 
the DC benefit would have been about 49.5% of the DB benefit).  This has helped the plan 
for new employees going forward. These increases have been included in the recovery plan 
legislation and were proposed to go to 16.12% (which would have gotten the DC benefit to 
about 94% of the DB benefit based upon the above situation).  If we do not submit 
additional contribution increase legislation for the DB plan (Option #1 in the retirement 
memo) and go with Option #2, the question is if we should continue pursuing additional 
contributions to this plan?  The following table shows for a new employee the projected level 
of benefits compared to the DB/Hybrid plan. It would suggest that enhancing the 
contribution level would be appropriate. 
 

 
 
The options relating to pension adequacy/contributions would be based upon the original 
recovery plan: 
 

 
 
 

For a new participant entering at age 35, these are the ratios we calculated. 
 
Contribution      DC/DB ratio 
  8.12%                   49.50% 
14.12%                   85.54% 
16.12%                   94.31% 
20.00%                  116.05% 

Options #1 Option #2 
(assuming no 
Hybrid 
increase)

Option #2 
(assuming no 
Hybrid 
increase)

Option #3 
(assuming no 
Hybrid 
increase)

No action on 
Pension 
Adequacy

Increase 
employee 
contributions 
for DC plan by 
2%

Increase 
employer 
contributions 
for DC plan by 
2%

Increase 
employer/
employee 
contributions 
for DC plan by 
1%
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Staff Recommendation 
Staff would suggest that if Option #1 (in the retirement memo) is submitted for the 
DB/Hybrid plan, then Option #3 above should be submitted for the DC plan (this would be 
the same approach as used in the past).  If Option #2 (in the retirement memo) for the 
DB/Hybrid plan is submitted then staff would suggest Option #1 above (increase employee 
contributions by 2%) should be submitted for new employees to the DC plan.  Please note 
this would be just for new employees and that the PERS Benefits Committee had no 
recommendation on this.   
 
2. Limited Disability Benefit 
 
The DC plans disability benefit is the member’s cash balance.  We note that the DB/Hybrid 
Plan’s benefit is 25% of salary after 6 months of employment.  We have noted this in our 
testimony on the DC plan as an area of concern with the existing DC plan since the benefit 
level is so low.   
 
Staff Recommendation 
Staff would suggest legislation providing for disability insurance to DC plan members that 
would be equal to that in the DB/Hybrid plan to be paid by the employer with an increase in 
employer contributions. To provide time to implement this option, it is suggested that it not 
be effective until July 2017.  The PERS Benefits committee did not make a recommendation 
on this but a couple of members though it may be beneficial.   
  
3. Limited Spouse Benefit 
 
The DC plan surviving spouse benefit is the member’s cash balance.  In the DB/Hybrid plan 
the spouse is entitled to 50% of the accrued benefit for life.  Clearly the DC plan does not 
have an adequate spouse benefit.   
 
Staff Recommendation 
Staff would suggest legislation providing for a spouse benefit upon the death of the member 
of $50,000 that would paid by the employer with an increase in employer contributions.  To 
provide time to implement this option and get it included in the budget, it is suggested that it 
not be effective until July 2017.  The PERS Benefits committee did not make a 
recommendation on this, but a couple of members though it may be beneficial.   
 
4. Time for Financial Planning 
 
One of the key elements of the DC plan is the member’s responsibility for investing their 
own funds.  They direct the asset allocation and are responsible for monitoring it and 
rebalancing their portfolio as needed.  We know that many of the DC members need 
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assistance in this effort to be successful.  To date, our participating employers have allowed 
employees to meet with investment advisors, provided by our vendor, during working hours.  
However, with the expansion of the program to more employees and more state employers, 
it may be beneficial to specify in legislation that DC members get up to 4 hours of leave 
each year to meet with investment advisors.   
 
Staff Recommendation 
Staff would suggest legislation providing up to 4 hours of paid leave annually for DC 
members to meet with investment advisors.  There was some concern expressed by one of 
the members on the PERS Benefits Committee about adding this to state statute.   
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FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
 
TO:    PERS Board    
 
FROM:   Sparb       
 
DATE:   March 2014  
 
SUBJECT:  Job Service Retirement Plan Update with DOL 
 
 
Attached please find a letter to Eric Seleznow, Acting Assistant Secretary, U.S. Department 
of Labor, relating to the Job Service Retirement Plan.  We have requested various 
documents in order to clarify the intent and impact of the 1999 agreement on the 1980 
MOU.  
 
For your information, in 1975, the Department of Labor negotiated a package of benefits 
designed to upgrade the independent retirement Plans. Improvements to the Plans were 
adopted and employee contributions were increased. The Department of Labor chose to 
amortize the unfunded liability created by these improvements over a period of 20 years.  
 
In 1980, discussion began between states which still maintained independent retirement 
Plans, and the Department of Labor. As a result of those discussions, the Department of 
Labor agreed to allow cost of living and military service credit provisions in 1980 while the 
states agreed to close enrollments in the independent Plans as of October 1, 1980. The 
Department of Labor chose to amortized the unfunded liability created by these changes 
over a period of 30 years.  
 
From 1983 to 1998, the United States Department of Labor has paid the required 
amortization of the unfunded liability of the Job Service North Dakota independent 
retirement Plan. Fifteen years remain on the 30-year amortization schedule with a remaining 
balance for the unfunded liability of the North Dakota Plan in the amount of $9.7 million as 
of July 1998. Also at this time, the funded status of the Plan had reached a point where the 
actuarial value of the benefits was $50.6 million and the actuarial value of assets was $61.7 
million. The funded status of the Plan was 119%. Based upon this funded status, the United 
States Department of Labor question why it should continue to make the amortization 
payments.  
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To resolve this issue Job Service and the United States Department of Labor agreed to the 
following:  
 

1. Commencing with the 1999 payment the United States Department of Labor will 
suspend the unfunded liability payments.  

2. The unfunded liability payments will be reactivated and resumed by the Untied States 
Department of Labor at any time when the actuarial valuation indicates the Plan is in 
an under funded status.  

3. The trigger mechanism for determining when the Plan goes into an underfunded 
status is when the actuarial value of assets is less than the actuarial present value of 
benefits. This information will be made available in the annual Plan actuarial 
valuation report.  
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FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
 
 
TO:    NDPERS Board    
 
FROM:   Kathy & Sparb      
 
DATE:   February 12, 2014  
 
SUBJECT:  Technical Legislation 
 
 
In March we must finalize our proposed legislation.  Attachments 1 & 2 are suggestions by 
PERS staff relating to various administrative changes for the Main and Highway Patrol 
Systems and the Uniform Group Insurance Program.  Staff is requesting your direction on 
the attached so we can prepare legislative bill drafts for your consideration and approval at 
the March meeting.  
 
 
Board Action Requested 
 
Determine what items should be included in proposed legislation for next session. 
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Retirement – Main System                                   Attachment 1 
 NDCC Section Changed Proposed Change Reason for Proposed Change 

1 54-52-17.2 (1b 1 & 2) Update the final average salary from 120 to 180 
months.  b(1)The final average of the highest 
salary received by the member for any thirty-six 
months employed during the last one hundred twenty 
months of employment in the public employees 
retirement system salary as calculated in 54-52-17.  
b(2) The final average of the highest salary received 
by the member for any thirty-six consecutive months 
during the last one hundred twenty months as 
calculated in 54-52-17 of for employment with any of 
the three eligible employers under this subdivision, 
with service credit not to exceed one month in any 
month when combined with the service credit earned 
in the alternate retirement system.  

This is a technical correction as this was 
previously overlooked when this change was 
originally implemented. 

2 54-52-02.9 & 54-52.6-02(3)   Eliminate eligibility of temporary employees to 
participate in the Main and Defined Contribution 
plans, prospectively. 
 

Participation by these individuals is a liability to 
the Retiree Health Insurance Credit fund. 

3 54-52-17.2 Clarify that dual membership does not apply to 
temporary employees. 

Participation by these individuals is a liability to 
the Retiree Health Insurance Credit fund. 

4 54-52-05 & 06    Allow the NDPERS board general authority to 
establish rules with regard to options available to 
members to make payment for missed retirement 
contributions.  The board may establish rules to 
specify a payment option for missed retirement 
contributions 

Currently members are only allowed to make up 
missed retirement contributions with a lump sum 
payment. 
 

5 54-52-02 Allow NDPERS to ‘auto’ enroll eligible members for 
participation in the respective defined benefit plan 
when we have all information necessary required 
from the employer to determine eligibility and the 
employer is reporting wages and paying contributions 
for a member that was not enrolled by the employer.  

If the employer does not enroll an eligible 
member for participation, NDPERS cannot accept 
the contributions. See comments provided by 
Segal in attachment 2. 
 

6 54-52-17.14 Incorporate the provisions of the Heroes Earnings 
Assistance and Relief Tax Act (HEART). If a 
participating member dies on or after January 1, 2007 
while performing qualified military service (as defined 
in section 414(u)(5) of the Internal Revenue Code), 
the deceased member’s beneficiaries shall be entitled 
to any death benefits (other than credit for years of 
service for purposes of benefits) that would have 
been provided under the Plan if such participating 

Compliance with federal requirements. 
(Language was provided by Segal.) 



 NDCC Section Changed Proposed Change Reason for Proposed Change 
member had resumed employment and then 
terminated employment on account of death.  In 
addition, the period of such member’s qualified 
military service shall be treated as vesting service 
under the Plan.” 
 

7 54-52-28 The board shall administer the plan in compliance 
with the following sections of the Internal Revenue 
Code in effect on August 1, 20132015, as it applies 
for governmental plans. 

Each session we submit this to update the 
reference to the IRS code. 

 
 

Retirement – Highway Patrol 
 NDCC Section Changed Proposed Change Reason for Proposed Change 

1 39-03.1-14.1(3a&b) Update final average salary from 120 to 180 months. 
3(a) By using the final average salary of the highest 
salary received by the member for any thirty-six 
months employed during the last one hundred twenty 
months of employment in the highway patrolmen's 
retirement system. as calculated in 39-03.1-11. 
3(b) Using the final average of the highest 
salary received by the member for any thirty-six 
months during the last one hundred twenty months as 
calculated in 39-03.1-11 of for employment, with 
service credit not to exceed one month in any month 
when combined with the service credit earned in the 
alternate retirement system. 

This is a technical correction as this was 
previously overlooked when this change was 
originally implemented. 

2 39-03.1-11.2 The board shall administer the plan in compliance 
with the following sections of the Internal Revenue 
Code in effect on August 1, 20132015, as it applies 
for governmental plans. 

Each session we submit this to update the 
reference to the IRS code. 

3 39-03.1-01(06) “Salary” means the actual dollar compensation, 
excluding any bonus, overtime or expense allowance, 
paid to or for a contributor for the contributor’s 
services.  

Clarify the definition of Salary. 

 
 
 



 
Group Health 

 NDCC Section Changed Proposed Change Reason for Proposed Change 
1 54.52.1-03.4 A temporary employee employed before August 1, 

2007, may elect to participate in the uniform group 
insurance program by completing the necessary 
enrollment forms and qualifying under the medical 
underwriting requirements of the program if such 
election is made prior to and they are participating in 
the uniform group insurance program as of January 1, 
2015. A temporary employee employed on or after 
August 1, 2007, is only eligible to participate in the 
uniform group insurance program if the employee is 
employed at least twenty hours per week and at least 
twenty weeks each year of employment and elected 
to participate prior to, and is participating in the 
uniform group insurance program as of January 1, 
2015.  A temporary employee first employed on or 
after December 31, 2013 January 1, 2015, or any 
temporary employee not participating in the uniform 
group insurance program as of January 1, 2015, is 
eligible to participate in the uniform group insurance 
program only if the employee meets the definition of a 
full-time employee under section 4980H(c)(4) of the 
Internal Revenue Code [26 U.S.C. 4980H(c)(4)]. 

To comply with the new definition of temporary 
employees contained in the ACA. Language was 
provided by legal counsel. 
 

2 54-52.1-18 Propose language to clarify that participation by 
political subdivisions would be as a group and not as 
an option to the PPO/Basic plan on an individual 
employee basis. A political subdivision electing this 
option agrees to only offer the high deductible health 
plan to employees and will not offer the plan under 
section 54-52.1-06.  Each new employee of a 
participating employer under this section must be 
provided the opportunity to 
elect the high-deductible health plan alternative.  

Based on current language, it appears that 
coverage can be made available to political 
subdivisions on an individual basis as an option 
to the PPO/Basic plan. The intent was to make 
the HDHP available on a group basis. 
 
 
 
 
 
 
 



3 54-52.1-18 Clarify conditions under which an employee may 
maintain coverage in the HDHP if the employer is 
unable to establish an HSA.  
Subject to the limits of section 223(b) of the Internal 
Revenue Code [26 U.S.C. 233(b)], the difference 
between the cost of the single and family premium for 
eligible state employees under section 54-52.1-06 
and the premium for those employees electing to 
participate under the high-deductible health plan 
under this section must be deposited in a health 
savings account for the benefit of each participating 
employee unless the public employees retirement 
system is unable to establish a health savings 
account due to the employee’s ineligibility under 
federal or state law or due to the failure of the 
employee to provide necessary information in order to 
establish the account, then the system shall not be 
responsible for depositing the health savings account 
contribution.  The member will remain a participant in 
the high deductible health plan.  Each new state 
employee of a participating employer under this 
section must be provided the opportunity to elect the 
high-deductible health plan alternative. At least once 
each biennium, the board shall have an open 
enrollment period allowing existing state 
employees of a participating employer under this 
section or a political subdivision to change their 
coverage.   
 

Federal law requires confirmation of certain 
demographic data in order for an HSA to be 
established and accept contributions for a 
participant.  Provides staff with direction as to 
options should a participant not respond to our 
request for information or is not eligible to have 
an HSA. 
 

4 54-52.1-03 Modify language so that NDPERS can automatically 
enroll an eligible employee in the basic life insurance 
and EAP program.  

This will assist NDPERS with establishing 
employer paid benefits for eligible employees in a 
timely manner without requiring employee 
elections. 

5 54-52.1-03.1 Clarify that political subdivisions can only join the 
NDPERS insurance plan if permitted under federal 
law. 

Clarification is necessary due to ACA provision 
that small employer groups must participate in a 
Qualified Health Plan that is rated based upon a 
unique rating pool, which the NDPERS health 
plan does not meet. 

 



          Attachment 2 
 
 
1)  Since participation in the Plan is mandatory and you already receive the information 
necessary to enroll new members, I think PERS has the authority to adopt a policy on 
establishing membership in Plan for new employees while you are waiting for the member to 
complete the required enrollment form.  This should be an interim solution until you can amend 
the Admin Code and/or Century Code to establish enrollment without the member completing a 
form, since a statutory rule on enrollment would be preferable to an internal policy.  It is fairly 
common among contributory governmental plans to require an enrollment form from new 
members, even though membership is mandatory, so other public systems have such internal 
policies on what to do if the member does not complete the form. 
 
2)  In order to ensure that such a policy is consistent with the current Admin Code rules, you 
may wish to include language that describes why and how you are “auto enrolling” new 
members until an enrollment form is received.  That is, you could state that: a) membership is 
mandatory; b) PERS receives sufficient information from the employer to enroll new members; 
c) PERS has determined that it is prudent to allocate the contributions made on behalf of new 
members as soon as possible, even where an enrollment form has not yet been submitted; d) 
once an enrollment form is submitted by the new member, enrollment and participation are 
retroactive to the date of hire (or other participation entry date).  I would also recommend that 
the policy clearly indicate that this policy governs permanent employees and does not affect the 
current rules for temporary employees to voluntary enroll in the PERS. 
 
3)  The only concern that you may want to address is whether the State’s wage withholding laws 
require a member’s permission before employee contributions can be deducted from wages, 
which may explain why an enrollment form is necessary. 
 
Regards. 
 
Melanie Walker, JD 
Vice President 
The Segal Group 
5990 Greenwood Plaza Blvd., Suite 118 | Greenwood Village, CO 80111-4708 
T 303.714.9942 | F 303.223.9234 
mwalker@segalco.com  
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Sixty-fourth 
Legislative Assembly ________ BILL NO. _____ 
of North Dakota 
 

Introduced by 

(At the request of the Public Employees Retirement System) 

A BILL for an Act to amend and reenact subsection 6 of section 39-03.1-01, section 1 

39-03.1-11.2, subsection 3 of section 39-03.1-14.1, subsection 1 of section 54-52-05, 2 

subsection 1 of section 54-52-17.2, sections 54-52-17.14, 54-52-28, subsection 1 of 3 

section 54-52.1-03, sections 54-52.1-03.1, 54-52.1-03.4, and 54-52.1-18 of the North 4 

Dakota Century Code, relating to the definition of salary, incorporation of Internal 5 

Revenue Code compliance, and calculation of final average salary under the highway 6 

patrolmen’s retirement plan, employee enrollment, the eligibility for benefits of a 7 

temporary employee having multiple plan membership, the calculation of final average 8 

salary, and incorporation of federal law changes under the public employee’s retirement 9 

system, requests for coverage for minimum employer paid life insurance benefits 10 

coverage or employee assistance benefits coverage, the eligibility of political 11 

subdivisions to join, and the eligibility of temporary employees to participate in the 12 

uniform group insurance program, the eligibility of political subdivisions to offer 13 

participation in the high deductible health plan, and the failure to establish a health 14 

savings account when the high deductible health plan is elected. 15 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 16 

SECTION 1.  AMENDMENT.  Subsection 6 of section 39-03.1-01 of the North 17 

Dakota Century Code is amended and reenacted as follows: 18 

6.  "Salary" means the actual dollar compensation, excluding any bonus, or 19 

overtime, or expense allowance, paid to or for a contributor for the 20 

contributor's services. 21 

SECTION 2.  AMENDMENT.  Section 39-03.1-11.2 of the North Dakota Century 22 

Code is amended and reenacted as follows: 23 
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39-03.1-11.2. Internal Revenue Code compliance. 1 

The board shall administer the plan in compliance with the following sections of 2 

the Internal Revenue Code in effect on August 1, 20132015, as it applies for 3 

governmental plans.  4 

1.  Section 415, including the defined benefit dollar limitation under section 5 

415(b)(1)(A) of the Internal Revenue Code. 6 

a.  The defined benefit dollar limitation under section 415(b)(1)(A) of 7 

the Internal Revenue Code, as approved by the legislative 8 

assembly, must be adjusted under section 415(d) of the Internal 9 

Revenue Code, effective January first of each year following a 10 

regular legislative session. The adjustment of the defined benefit 11 

dollar limitation under section 415(d) applies to participating 12 

members who have had a separation from employment, but that 13 

member's benefit payments may not reflect the adjusted limit prior 14 

to January first of the calendar year in which the adjustment 15 

applies. 16 

b.  If a participating member's benefit is increased by plan amendment 17 

after the commencement of benefit payments, the member's annual 18 

benefit may not exceed the defined benefit dollar limitation under 19 

section 415(b)(1)(A) of the Internal Revenue Code, as adjusted 20 

under section 415(d) for the calendar year in which the increased 21 

benefit is payable.  22 

c.  If a participating member is, or ever has been, a participant in 23 

another defined benefit plan maintained by the employer, the sum 24 

of the participant's annual benefits from all the plans may not 25 

exceed the defined benefit dollar limitation under section 26 

415(b)(1)(A) of the Internal Revenue Code. If the participating 27 
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member's employer-provided benefits under all such defined 1 

benefit plans would exceed the defined benefit dollar limitation, the 2 

benefit must be reduced to comply with section 415 of the Internal 3 

Revenue Code. This reduction must be made pro rata between the 4 

plans, in proportion to the participating member's service in each 5 

plan.  6 

2.  The minimum distribution rules under section 401(a)(9) of the Internal 7 

Revenue Code, including the incidental death benefit requirements under 8 

section 401(a)(9)(G), and the regulations issued under that provision to 9 

the extent applicable to governmental plans. Accordingly, benefits must be 10 

distributed or begin to be distributed no later than a member's required 11 

beginning date, and the required minimum distribution rules override any 12 

inconsistent provision of this chapter. A member's required beginning date 13 

is April first of the calendar year following the later of the calendar year in 14 

which the member attains age seventy and one-half or terminates 15 

employment. 16 

3.  The annual compensation limitation under section 401(a)(17) of the 17 

Internal Revenue Code, as adjusted for cost-of-living increases under 18 

section 401(a)(17)(B). 19 

4.  The rollover rules under section 401(a)(31) of the Internal Revenue Code. 20 

Accordingly, a distributee may elect to have an eligible rollover 21 

distribution, as defined in section 402(c)(4) of the Internal Revenue Code, 22 

paid in a direct rollover to an eligible retirement plan, as defined in section 23 

402(c)(8)(B) of the Internal Revenue Code, specified by the distributee. 24 

5.  If the plan of retirement benefits set forth in this chapter is terminated or 25 

discontinued, the rights of all affected participating members to accrued 26 
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retirement benefits under this chapter as of the date of termination or 1 

discontinuance is nonforfeitable, to the extent then funded. 2 

SECTION 3.  AMENDMENT.  Subsection 3 of section 39-03.1-14.1 of the North 3 

Dakota Century Code is amended and reenacted as follows:  4 

3.  Pursuant to rules adopted by the board, a member who has service credit 5 

in the system and in any of the alternate plans described in subdivision a 6 

or b of subsection 1 is entitled to benefits under this chapter. The 7 

employee may elect to have benefits calculated using the benefit formula 8 

in section 39-03.1-11 under either of the following calculation methods: 9 

a.  By using the final average of the highest salary received by the 10 

member for any thirty-six months employed during the last one 11 

hundred twenty months of employment in the highway patrolmen's 12 

retirement systemas calculated in 39-03.1-11. If the participating 13 

member has worked for less than thirty-six months at retirement, 14 

the final average salary is the average salary for the total months of 15 

employment.  16 

b.  Using the final average of the highest salary received by the 17 

member for any thirty-six months during the last one hundred 18 

twenty months ofas calculated in 39-03.1-11 employment, with 19 

service credit not to exceed one month in any month when 20 

combined with the service credit earned in the alternate retirement 21 

system. 22 

The board shall calculate benefits for an employee under this subsection 23 

by using only those years of service employment earned under this 24 

chapter. 25 
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SECTION 4.  AMENDMENT.  Subsection 1 of section 54-52-05 of the North 1 

Dakota Century Code is amended and reenacted as follows: 2 

1.  Every eligible governmental unitparticipating political subdivision 3 

employee, at the time the political subdivision joins concurring in the 4 

plan must so state in writing if they concur in the plan and all future eligible 5 

employees of the participating political subdivision are participating 6 

members in the plan and must be enrolled in the plan within the first 7 

month of employment. Except as otherwise provided by law, every other 8 

eligible governmental unit employee of a participating governmental unit is 9 

a participating member in the plan and must be enrolled in the plan within 10 

the first month of employment. An employee who was not enrolled in the 11 

retirement system when eligible to participate must be enrolled 12 

immediately upon notice of the employee's eligibility, unless the employee 13 

waives in writing the employee's right to participate for the previous time of 14 

eligibility, to avoid contributing to the fund for past service. An employee 15 

who is eligible for normal retirement who accepts a retirement benefit 16 

under this chapter and who subsequently becomes employed with a 17 

participating employer other than the employer with which the employee 18 

was employed at the time the employee retired under this chapter may, 19 

before reenrollingbeing reenrolled in the retirement plan within the first 20 

month of employment, elect to permanently waive future participation in 21 

the retirement plan and the retiree health program and maintain that 22 

employee's retirement status. An employee making this election is not 23 

required to make any future employee contributions to the public 24 

employees retirement system nor is the employee's employer required to 25 

make any further contributions on behalf of that employee. 26 
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SECTION 5.  AMENDMENT.  Subsection 1 of section 54-52-17.2 of the North 1 

Dakota Century Code is amended and reenacted as follows: 2 

1.  a. For the purpose of determining eligibility for benefits under this 3 

chapter, an employee's years of service credit is the total of the 4 

years of service credit earned in the public employees retirement 5 

system and the years of service credit earned in any number of the 6 

following: 7 

(1)  The teachers' fund for retirement. 8 

(2)  The highway patrolmen's retirement system. 9 

(3)  The teachers' insurance and annuity association of 10 

America - college retirement equities fund (TIAA-CREF), for 11 

service credit earned while employed by North Dakota 12 

institutions of higher education. Service credit may not 13 

exceed twelve months of credit per year. 14 

b.  Pursuant to rules adopted by the board, an employee who has 15 

service credit in the system and in any of the plans described in 16 

paragraphs 1 and 2 of subdivision a is entitled to benefits under this 17 

chapter. TheA permanent employee and a temporary employed 18 

prior to August 1, 2015, may elect to have benefits calculated using 19 

the benefit formula in section 54-52-17 under either of the following 20 

methods:method listed in this subdivision.  A temporary employee 21 

employed on or after August 1, 2015, will have benefits calculated 22 

using the benefit formula in section 54-52-17 under the method 23 

listed in paragraph (1). 24 

(1)  The final average of the highest salary received by the 25 

member for any thirty-six months employed during the last 26 

one hundred twenty months of employment in the public 27 
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employees retirement systemas calculated in 54-52-17. If 1 

the participating member has worked for less than thirty-six 2 

months at retirement, the final average salary is the average 3 

salary for the total months of employment.  4 

(2)  The final average of the highest salary received by the 5 

member for any thirty-six consecutive months during the last 6 

one hundred twenty months ofas calculated in 54-52-17 for 7 

employment with any of the three eligible employers under 8 

this subdivision, with service credit not to exceed one month 9 

in any month when combined with the service credit earned 10 

in the alternate retirement system. 11 

The board shall calculate benefits for an employee under this subsection 12 

by using only those years of service credit earned under this chapter. 13 

SECTION 6.  AMENDMENT.  Section 54-52-17.14 of the North Dakota Century 14 

Code is amended and reenacted as follows: 15 

54-52-17.14. Military service under the Uniformed Services Employment 16 

and Reemployment Rights Act - Member retirement credit. 17 

A member reemployed under the Uniformed Services Employment and 18 

Reemployment Rights Act of 1994, as amended [Pub. L. 103-353; 108 Stat. 3150; 38 19 

U.S.C. 4301-4333], is entitled to receive retirement credit for the period of qualified 20 

military service. The required contribution for the credit, including payment for retiree 21 

health benefits, must be made in the same manner and by the same party as would 22 

have been made had the employee been continuously employed. If the salary the 23 

member would have received during the period of service is not reasonably certain, the 24 

member's average rate of compensation during the twelve-month period immediately 25 

preceding the member's period of service or, if shorter, the period of employment 26 

immediately preceding that period, times the number of months of credit being 27 
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purchased must be used. Employees must be allowed up to three times the period of 1 

military service or five years, whichever is less, to make any required payments. This 2 

provision applies to all qualifying periods of military service since October 1, 1994. Any 3 

payments made by the member to receive qualifying credit inconsistent with this 4 

provision must be refunded. Employees shall make application to the employer for 5 

credit and provide a DD Form 214 to verify service.  If a participating member dies on or 6 

after January 1, 2007, while performing qualified military service, as defined in section 7 

414(u)(5) of the Internal Revenue Code, the deceased member’s beneficiaries shall be 8 

entitled to any death benefits, other than credit for years of service for purposes of 9 

benefits, that would have been provided under the plan if such participating member 10 

had resumed employment and then terminated employment on account of death. The 11 

period of such member’s qualified military service shall be treated as vesting service 12 

under the plan.  13 

SECTION 7.  AMENDMENT.  Section 54-52-28 of the North Dakota Century 14 

Code is amended and reenacted as follows: 15 

54-52-28. Internal Revenue Code compliance. 16 

The board shall administer the plan in compliance with the following sections of 17 

the Internal Revenue Code in effect on August 1, 20132015, as it applies for 18 

governmental plans.  19 

1.  Section 415, including the defined benefit dollar limitation under section 20 

415(b)(1)(A) of the Internal Revenue Code. 21 

a.  The defined benefit dollar limitation under section 415(b)(1)(A) of 22 

the Internal Revenue Code, as approved by the legislative 23 

assembly, must be adjusted under section 415(d) of the Internal 24 

Revenue Code, effective January first of each year following a 25 

regular legislative session. The adjustment of the defined benefit 26 

dollar limitation under section 415(d) applies to participating 27 
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members who have had a separation from employment, but that 1 

member's benefit payments may not reflect the adjusted limit prior 2 

to January first of the calendar year in which the adjustment 3 

applies. 4 

b.  If a participating member's benefit is increased by plan amendment 5 

after the commencement of benefit payments, the member's annual 6 

benefit may not exceed the defined benefit dollar limitation under 7 

section 415(b)(1)(A) of the Internal Revenue Code, as adjusted 8 

under section 415(d) for the calendar year in which the increased 9 

benefit is payable. 10 

c.  If a participating member is, or ever has been, a participant in 11 

another defined benefit plan maintained by the employer, the sum 12 

of the participant's annual benefits from all the plans may not 13 

exceed the defined benefit dollar limitation under section 14 

415(b)(1)(A) of the Internal Revenue Code. If the participating 15 

member's employer-provided benefits under all such defined 16 

benefit plans would exceed the defined benefit dollar limitation, the 17 

benefit must be reduced to comply with section 415 of the Internal 18 

Revenue Code. The reduction must be made pro rata between the 19 

plans, in proportion to the participating member's service in each 20 

plan. 21 

2.  The minimum distribution rules under section 401(a)(9) of the Internal 22 

Revenue Code, including the incidental death benefit requirements under 23 

section 401(a)(9)(G), and the regulations issued under that provision to 24 

the extent applicable to governmental plans. Accordingly, benefits must be 25 

distributed or begin to be distributed no later than a member's required 26 

beginning date, and the required minimum distribution rules override any 27 
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inconsistent provision of this chapter. A member's required beginning date 1 

is April first of the calendar year following the later of the calendar year in 2 

which the member attains age seventy and one-half or terminates 3 

employment. 4 

3.  The annual compensation limitation under section 401(a)(17) of the 5 

Internal Revenue Code, as adjusted for cost-of-living increases under 6 

section 401(a)(17)(B).  7 

4.  The rollover rules under section 401(a)(31) of the Internal Revenue Code. 8 

Accordingly, a distributee may elect to have an eligible rollover 9 

distribution, as defined in section 402(c)(4) of the Internal Revenue Code, 10 

paid in a direct rollover to an eligible retirement plan, as defined in section 11 

402(c)(8)(B) of the Internal Revenue Code, specified by the distributee. 12 

5.  If the plan of retirement benefits set forth in this chapter is terminated or 13 

discontinued, the rights of all affected participating members to accrued 14 

retirement benefits under this chapter as of the date of termination or 15 

discontinuance is nonforfeitable, to the extent then funded. 16 

SECTION 8.  AMENDMENT.  Subsection 1 of section 54-52.1-03 of the North 17 

Dakota Century Code is amended and reenacted as follows: 18 

1.  Any eligible employee may be enrolled in the uniform group insurance 19 

program created by this chapter by requesting enrollment with the 20 

employing department. If an eligible employee does not enroll in the 21 

uniform group insurance program at the time of beginning employment, 22 

the eligible employee must meet minimum requirements established by 23 

the board to enroll thereafter. An employing department shall not require 24 

an active eligible employee to request coverage to receive the minimum 25 

employer paid life insurance benefits coverage or employee assistance 26 

program benefits coverage. 27 
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SECTION 9.  AMENDMENT.  Section 54-52.1-03.1 of the North Dakota Century 1 

Code is amended and reenacted as follows: 2 

54-52.1-03.1. Certain political subdivisions authorized to join uniform group 3 

insurance program - Employer contribution. 4 

A political subdivision, if eligible under federal law, may extend the benefits of the 5 

uniform group insurance program under this chapter to its permanent employees, 6 

subject to minimum requirements established by the board and a minimum period of 7 

participation of sixty months. If the political subdivision withdraws from participation in 8 

the uniform group insurance program, before completing sixty months of participation, 9 

unless federal or state laws or rules are modified or interpreted in a way that makes 10 

participation by the political subdivision in the uniform group insurance program no 11 

longer allowable or appropriate, the political subdivision shall make payment to the 12 

board in an amount equal to any expenses incurred in the uniform group insurance 13 

program that exceed income received on behalf of the political subdivision's employees 14 

as determined under rules adopted by the board. The Garrison Diversion Conservancy 15 

District, and district health units required to participate in the public employees 16 

retirement system under section 54-52-02, shall participate in the uniform group 17 

insurance program under the same terms and conditions as state agencies. A retiree 18 

who has accepted a retirement allowance from a participating political subdivision's 19 

retirement plan may elect to participate in the uniform group under this chapter without 20 

meeting minimum requirements at age sixty-five, when the employee's spouse reaches 21 

age sixty-five, upon the receipt of a benefit, when the political subdivision joins the 22 

uniform group insurance plan if the retiree was a member of the former plan, or when 23 

the spouse terminates employment. If a retiree or surviving spouse does not elect to 24 

participate at the times specified in this section, the retiree or surviving spouse must 25 

meet the minimum requirements established by the board. Each retiree or surviving 26 

spouse shall pay directly to the board the premiums in effect for the coverage then 27 
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being provided. The board may require documentation that the retiree has accepted a 1 

retirement allowance from an eligible retirement plan other than the public employees 2 

retirement system. 3 

SECTION 10.  AMENDMENT.  Section 54-52.1-03.4 of the North Dakota 4 

Century Code is amended and reenacted as follows: 5 

54-52.1-03.4. Temporary employees and employees on unpaid leave of 6 

absence.  7 

A temporary employee employed before August 1, 2007, may elect to participate 8 

in the uniform group insurance program by completing the necessary enrollment forms 9 

and qualifying under the medical underwriting requirements of the program if such 10 

election is made prior to and they are participating in the uniform group insurance 11 

program as of January 1, 2016. A temporary employee employed on or after August 1, 12 

2007, is only eligible to participate in the uniform group insurance program if the 13 

employee is employed at least twenty hours per week and at least twenty weeks each 14 

year of employment and elected to participate prior to and is participating in the uniform 15 

group insurance program as of January 1, 2016. A temporary employee first employed 16 

on or after December 31, 2013January 1 , 2016, or any temporary employee not 17 

participating in the uniform group insurance program as of January 1, 2016, is eligible to 18 

participate in the uniform group insurance program only if the employee meets the 19 

definition of a full-time employee under section 4980H(c)(4) of the Internal Revenue 20 

Code [26 U.S.C. 4980H(c)(4)]. The temporary employee or the temporary employee's 21 

employer shall pay monthly to the board the premiums in effect for the coverage being 22 

provided. In the case of a temporary employee who is an applicable taxpayer as defined 23 

in section 36B(c)(1)(A) of the Internal Revenue Code [26 U.S.C. 36B(c)(1)(A)], the 24 

temporary employee's required contribution for medical and hospital benefits self-only 25 

coverage may not exceed the maximum employee required contribution specified under 26 

section 36B(c)(2)(C) of the Internal Revenue Code [26 U.S.C. 36B(c)(2)(C)], and the 27 
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employer shall pay any difference between the maximum employee required 1 

contribution for medical and hospital benefits self-only coverage and the cost of the 2 

premiums in effect for this coverage. An employer may pay health or life insurance 3 

premiums for a permanent employee on an unpaid leave of absence. A political 4 

subdivision, department, board, or agency may make a contribution for coverage under 5 

this section. 6 

SECTION 11.  AMENDMENT.  Section 54-52.1-18 of the North Dakota Century 7 

Code is amended and reenacted as follows: 8 

54-52.1-18. High-deductible health plan alternative with health savings 9 

account option. 10 

The board shall develop and implement a high-deductible health plan as an 11 

alternative to the plan under section 54-52.1-0654-52.1-02. The high-deductible health 12 

plan alternative with a health savings account must be made available to state 13 

employees by January 1, 2012. The high-deductible health plan alternative may be 14 

offered, at the discretion of the board, to political subdivisions after June 30, 2013. A 15 

political subdivision electing this option agrees to only offer the high deductible health 16 

plan to employees and will not offer the plan under section 54-52.1-02.  Health savings 17 

account fees for participating state employees must be paid by the employer. Subject to 18 

the limits of section 223(b) of the Internal Revenue Code [26 U.S.C. 233(b)], the 19 

difference between the cost of the single and family premium for eligible state 20 

employees under section 54-52.1-06 and the premium for those employees electing to 21 

participate under the high-deductible health plan under this section must be deposited in 22 

a health savings account for the benefit of each participating employee unless the public 23 

employees retirement system is unable to establish a health savings account due to the 24 

employee’s ineligibility under federal of state law or due to failure of the employee to 25 

provide necessary information in order to establish the account, then the system shall 26 

not be responsible for depositing the health savings account contribution.  The member 27 
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will remain a participant in the high deductible health plan regardless of whether a 1 

health savings account is established. Each new state employee of a participating 2 

employer under this section must be provided the opportunity to elect the 3 

high-deductible health plan alternative. At least once each biennium, the board shall 4 

have an open enrollment period allowing existing state employees of a participating 5 

employer under this sectionor a political subdivision to change their coverage. 6 
E:\Capitol\S&LG\Murtha\PERS\Legislation\bill draft 39-03.1-01.docx 7 
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FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
 
 
TO:    NDPERS Board    
 
FROM:   Sharon Schiermeister      
 
DATE:   March 3, 2014                                                                       ` 
 
SUBJECT:  2013 COMPREHENSIVE ANNUAL FINANCIAL REPORT 
 
 
The 2013 comprehensive annual financial report has been completed.  The report contains 
detailed financial, investment, actuarial and statistical information for the plans administered 
by NDPERS.  You can view, download or print the report from the NDPERS website at  
 
 http://www.nd.gov/ndpers/forms-and-publications/index.html 
 
An email notice was sent to each participating employer 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. 
 
 
 

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 

http://www.nd.gov/ndpers/forms-and-publications/index.html








































 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS@state.nd.us ●  discovernd.com/NDPERS 
 
 
 
 
 
 
 
 
 
TO:    NDPERS Board 
 
FROM:   Kathy 
 
DATE:   March 11, 2014 
 
SUBJECT:  Board Election 
 
 
The following is the 2014 election schedule developed in compliance with the rules: 
   
  May 2, 2014 – Deadline to file nomination petitions 
 
  May 26, 2014 (week of) – Ballots sent to membership 
 
  June 13, 2014 – Deadline to return ballots 
 
  June 16, 2014 – Ballot canvassing 
 
  June 19, 2014 – Present election results to Board membership 
 
  June 19, 2014 – Notify candidates of election results 

       
 

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 



 
 
 
 
 

FAX: (701) 328-3920  ●    EMAIL: NDPERS-info@nd.gov ●  www.nd.gov/ndpers 
 
 
 
 
 
 
 
TO:    NDPERS Board    
 
FROM:   Kathy      
 
DATE:   March 11, 2014  
 
SUBJECT:  Personnel Policy Manual Revisions 
 
 
We have updated/revised the following sections of our Personnel Policy Manual: 
 
Section 2.7:   Updates the language for our smoking policy to comply with NDCC 23-12-10. 
 
Section 2.8: Modified the Cell Phone Use in Vehicles policy.  Section 26.2 was modified 

accordingly.  Changed name to Distracted Driving Policy based on 
recommendation from Risk Management which will also qualify us for a 
discount on our premium.  

 
Section 26.2 Reflects the change made to 2.8 and defines the distracted driver policy for 

NDPERS employees. 
 
Section 8.5: Added new section to clarify the conditions under which NDPERS will pay 

out annual leave hours in the event an employee terminates employment 
and transfers to another state agency.  

 
Section 18.6  Revises language regarding reimbursements for tuition to indicate that 

payments made for educational expenses are excluded from gross income.  
 
Section 21.1 Updates the language to include the eligibility for service awards for three, 

forty-five and fifty years of service.  
 
Copies of the redacted policies are included for your information. Staff recommends that the 
board approve the proposed revisions. 
 
 
Board Action Requested 
 

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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