MINUTES

North Dakota Public Employees Retirement System
WSI, Bismarck
Thursday, August 25, 2016
8:30 A.M.

Members Present: Senator Dick Dever
Ms. Casey Goodhouse
Mr. Mike Sandal
Ms. Arvy Smith
Ms. Yvonne Smith
Mr. Thomas Trenbeath
Ms. Kim Wassim

Via Videoconference: Chairman Jon Strinden
Members Absent: Representative Pamela Anderson
Others Present: Mr. Sparb Collins, NDPERS

Ms. Cheryl Stockert, NDPERS

Ms. Sharon Schiermeister, NDPERS

Ms. Kathy Allen, NDPERS

Ms. Rebecca Fricke, NDPERS

Ms. Mary Jo Steffes, NDPERS

Mr. Bryan Reinhardt, NDPERS

Ms. Aime Miller, NDPERS

Mr. Derrick Hohbein, NDPERS

Ms. Claudia Ruffolo, NDPERS

Ms. Jan Murtha, Attorney General’'s Office
Mr. Kirk Zimmer, Sanford Health Plan

Mr. Jeff Sandene, Sanford Health Plan
Mr. Danny Weiss, Sanford Health Plan
Mr. Jim Wynstra, Sanford Health Plan

Mr. Mike Klepatz, Sanford Health Plan
Ms. Stacy Jones, Sanford Health Plan

Dr. Craig Lambrecht, Sanford

Mr. Josh Johnson, Deloitte

Mr. Kevin Schoenborn, BCBSND

Mr. Mike Schwab, ND Pharmacists Association
Ms. Nichole Moore, ND Pharmacy Services Cooperation
Ms. Jane Myers, NDDoH

Via Teleconference: Mr. Lance Weiss, Gabriel Roeder Smith
Ms. Amy Williams, Gabriel Roeder Smith
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Chairman Strinden called the meeting to order at 8:35 a.m.

Chairman Strinden called for any questions or comments regarding the minutes of the
July 21, 2016 Board meeting.

MS. ARVY SMITH MOVED APPROVAL OF THE JULY 21, 2016 NDPERS BOARD
MEETING MINUTES. THE MOTION WAS SECONDED BY MS. YYONNE SMITH AND
CARRIED BY VOICE VOTE. THE MINUTES WERE APPROVED.

PRESENTATION

National Diabetes Prevention Program

Mr. Collins introduced Ms. Jane Myers, Director, Diabetes Prevention and Control
Program with the ND Department of Health. At the last meeting the Board requested
additional information regarding the National Diabetes Prevention Program. Ms. Myers
reviewed the program with the Board including information relating to the different types
of diabetes in North Dakota, its economic impact, its risk factors, detection and treatment.
She explained that this program has been tested and that it works. Mr. Collins explained
that since our plan is fully insured, PERS would have to coordinate this as a benefit
through the group health insurance vendor. The Board had questions and discussed the
program with Ms. Myers.

GROUP INSURANCE

Health Plan Renewal

Mr. Collins reported that Sanford Health Plan staff will review their health insurance
renewal for the next biennium (2017-2019) with the Board. Mr. Collins indicated that the
focus at this meeting would be to hear from Sanford and ask questions. On September 8
a special Board meeting is scheduled for the purpose of further discussion of the renewal
as prescribed in statute. Deloitte and staff will present an analysis of the proposal at that
time. September 22 is the regular Board meeting when the final decision will need to be
made.

Sanford distributed their report. Mr. Zimmer, Executive Vice President, Sanford Health
Plan, introduced his staff. The presentation highlighted the past year’s performance,
network development, managing the transition, performance standards, member
experience survey, sustainability of the plan, examples of their support for NDPERS
members and the renewal details. Sanford proposed a 17.4 percent renewal rate for the
2017-2019 biennium and a 6.5 percent increase for the Medicare Part D supplement.
They also provided alternative cost savings options and discussed with the Board.

Mr. Klepatz, Sanford, specifically reviewed the NDPERS member experience survey with
the Board. The Board had questions relating to the member survey and thanked the
Sanford staff for their efforts.
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Part D Renewal

Mr. Collins reviewed the Medicare Part D (ESI) renewal with the Board. The proposed
renewal is a 10.16% increase or $8.33 per member per month. Mr. Collins reported that
staff met with the Retiree Subcommittee and they concluded that PERS should continue
with the current bundled plan design and premium increase, but other options should be
studied in the future. He further indicated that Deloitte reviewed the renewal and
determined that, based on market trends, national survey data and CMS trend estimates,
the proposed 10.2% increase to maintain the current plan design is reasonable. Deloitte
indicated they could conduct a more detailed analysis of ESI's underlying renewal
calculations. The Board requested that Deloitte conduct the analysis and present at the
September 8 special meeting at which time the Board will make their decision.

BCBS Affordable Care Act Fees

Mr. Collins reviewed information relating to the initial closeout of the 2015-2017 contract
with BCBS. As part of the contract, the ACA fees were paid based upon an estimated
amount as part of premium subject to a final closeout. According to BCBS, the actual fees
paid are $7,616,705 higher than projected. Staff is reviewing the closeout report.

BCBS Data Agreement

Mr. Collins indicated that at the December Board meeting it was determined that with the
transfer to Sanford, BCBS would need to retain some information going forward pursuant
to their retention policy. Staff worked with BCBS to obtain a copy of that policy. A draft
memorandum of understanding was developed and presented to the Board at the June
meeting concerning the data retained. It was reviewed with BCBS, with comments
received and changes made and reviewed and approved by legal counsel. Staff is
requesting approval of this agreement. The Board had questions.

MR. SANDAL MOVED APPROVAL OF THE MEMORANDUM OF UNDERSTANDING
WITH BCBS. THE MOTION WAS SECONDED BY MS. YVONNE SMITH.

Ayes: Ms. Goodhouse, Mr. Sandal, Ms. Arvy Smith, Ms. Yvonne Smith, Mr. Trenbeath,
Ms. Wassim and Chairman Strinden

Nays: None

Absent: Representative Anderson

MOTION PASSED

Wellness Benefit Taxability

Ms. Fricke reported that earlier this year the IRS issued rules relating to the taxability of
wellness cash awards. Staff sought guidance from Deloitte regarding the applicability of
this notice to the $250 wellness incentive that includes the fitness center reimbursement
program and the Novu online wellness portal. Deloitte confirmed that this benefit should
be treated as taxable income since the benefit exceeds the threshold of a de minimis
fringe benefit that could be excluded from taxability. Ms. Fricke further informed the Board
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that staff will be reviewing the implications and determine the steps to insure compliance
with IRS requirements. The Board discussed with staff and all concurred that member
communication will be important.

RETIREMENT

Actuarial Transfer Update

Ms. Schiermeister reported that in April the Board awarded the retirement actuarial and
consulting services to Gabriel, Roeder, Smith & Company (GRS). Staff began working on
the transition with GRS in May. GRS had to replicate the 2015 actuarial valuation results
prepared by Segal in order to provide a baseline for the 2016 valuation. Ms. Williams with
GRS reviewed a high level summary of the replication results indicating that they were
able to closely match (within about 3.5%) the present value of future benefits for each
system except for the Highway Patrol system. GRS will continue to work with Segal to
reconcile the differences and report back to the Board. Mr. Collins indicated that the main
retirement system is routinely audited, but some of the other smaller systems are not
routinely audited, so the replication has been a constructive effort.

Retirement Legislation

1. Technical Amendments

Mr. Collins indicated that the Legislative Employee Benefits Programs Committee will be
meeting to review the actuarial reviews of the submitted bills. Mr. Collins indicated that at
the last meeting the Board approved amending the technical bill to allow fines from the
defined contribution plan to be used to fund the administrative expenses of that plan (refer
to proposed amendment). The Board had questions and discussed the amendment.

MS. YYONNE SMITH MOVED APPROVAL OF THE AMENDMENT TO THE
TECHNICAL BILL. THE MOTION WAS SECONDED BY MS. GOODHOUSE.

Ayes: Ms. Wassim, Mr. Sandal, Senator Dever, Mr. Trenbeath, Ms. Arvy Smith, Ms.
Goodhouse, Ms. Yvonne Smith, and Chairman Strinden

Nays: None

Absent: Representative Anderson

MOTION PASSED

2. Retirement Contribution Legislation

Mr. Collins provided the actuarial review of the bill that was submitted to the Legislative
Employee Benefits Programs Committee for the fourth year of the recovery plan (which is
a 1% increase in contributions for the employer and a 1% increase in contributions for the
employee effective January 1, 2018). If passed, PERS would become fully funded by year
2045. Since this bill was introduced, the state’s fiscal situation has deteriorated and for
our members expected future income expectations is also effected Mr. Collins indicated
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that based on the GRS review, the retiree health insurance credit program (RHIC)
actuarial required contribution is .73% and the statutory contribution rate is 1.14%. An
option would be to move .41% from the RHIC plan to the retirement plan. This would not
have a fiscal effect on employers or members and would contribute to getting the plan
back to 100% funded status. The Board discussed this option and concurred that as
fiduciaries and trustees of the retirement system, PERS should remain on course with the
fourth year of the recovery plan.

457 Companion Plan and 401(a) Defined Contribution Plan RFP

Mr. Collins indicated that the Board may need to go into Executive Session. Ms. Murtha
explained that it would be authorized under NDCC 44-04-19.1(9) and 44-04-19.2 for the
purpose of discussing contract negotiations.

MS. ARVY SMITH MOVED THAT THE BOARD ENTER INTO EXECUTIVE SESSION
PURSUANT TO NDCC 44-04-19.1(9) and 44-04-19.2 TO DISCUSS CONTRACT
NEGOTIATIONS IN A COMPETITIVE BID.THE MOTION WAS SECONDED BY
SENATOR DEVOR.

Ayes: Mr. Trenbeath, Ms. Arvy Smith, Senator Dever, Ms. Goodhouse, Ms. Wassim, Ms.
Yvonne Smith, Mr. Sandal and Chairman Strinden

Nays: None

Absent: Representative Pamela Anderson

MOTION PASSED

All members named above were in attendance for the Executive Session (closed
meeting, electronically recorded) which began at 10:35 a.m.

The Board returned to open session at 10:40 a.m.

MS. YYONNE SMITH MOVED TO ACCEPT SEGAL AS THE CONSULTANT TO
PROVIDE TECHNICAL ASSISTANCE TO PREPARE AND ANALYZE A REQUEST
FOR PROPOSAL FOR RECORDKEEPING AND INVESTMENT SERVICES FOR THE
401(A) DEFINED CONTRIBUTION AND 457 COMPANION PLANS. THE MOTION
WAS SECONDED BY MS. WASSIM.

Ayes: Mr. Sandal, Mr. Trenbeath, Ms. Wassim, Senator Dever, Ms. Goodhouse, Ms.
Yvonne Smith, Ms. Arvy Smith and Chairman Strinden

Nays: None

Absent: Representative Anderson

MOTION PASSED
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Highway Patrol Indexing

Ms. Allen stated that it is necessary for the Board to determine the rate to be used in
establishing the index factor for deferred members of the Highway Patrol pursuant to the
NDCC. During this last legislative session, agency budgets were increased by an average
of 3% for salary increases for the second year of the 2015-17 biennium. The North
Dakota Highway Patrol leadership is recommending that deferred members in its system
have their final average salary indexed by 2%.

MR. SANDAL MOVED APPROVAL OF A TWO PERCENT INCREASE IN THE FINAL
AVERAGE SALARY INDEXING FOR HIGHWAY PATROL MEMBERS WHO
PARTICIPATE IN THE DEFERRED VESTED BENEFIT PROVISION EFFECTIVE
JULY 1, 2016. THE MOTION WAS SECONDED BY MS. ARVY SMITH.

Ayes: Ms. Yvonne Smith, Mr. Trenbeath, Mr. Sandal, Ms. Wassim, Ms. Arvy Smith, Ms.
Goodhouse, Senator Dever and Chairman Strinden

Nays: None

Absent: Representative Anderson

MOTION PASSED

MISCELLANEQOUS

Board Meeting Agendas

Mr. Collins indicated that at a previous meeting it was suggested to consider full day
meetings for education or discussion of other informational items. He reviewed several
concepts with the Board such as holding educational sessions after the Board meetings
or scheduling them separately throughout the year. Ms. Murtha explained that any time a
guorum of Board members convenes it would have to be noticed as a Board meeting per
state open meetings law. The Board discussed and concurred that educational sessions
relating to current business which are scheduled after the Board meetings would be
beneficial.

Companion Plan Program Survey Results

Mr. Reinhardt reviewed the results of the defined contribution and companion plan survey
with the Board. Overall responses were positive with improvement since the 2013 survey
was done.

FlexComp Survey Follow-up

Mr. Reinhardt reported that at the least meeting he reviewed the results of the flexcomp
survey with the Board and additional information was requested. He updated the survey
document by including all written comments under the appropriate section of the
guestionnaire. This information was shared with ADP. Mr. Collins indicated that ADP will
be at the October Board meeting.




NDPERS Board Meeting
August 25, 2016
Page 7 of 7

There being no further business, the meeting adjourned at 12:07 p.m.

Prepared by,

Cheryl Stockert
Assistant to the Board
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