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Explanation or reason for introduction of bill/resolution:

A BILL for an ACT to provide an appropriation for defraying the expenses of various state
retirement and investment agencies; and to provide various transfers (PERS & RIO)

Minutes: Testimony attached 1 -2

V. Chairman Krebsbach (Acting Chair) called the committee to order on Wednesday,
January 14, 2015 at 8:30 am. Roll Call was taken. All committee members were present
except Senator Holmberg and Senator Erbele who were excused. Michael Johnson,
Legislative Council and Lori Laschkewitsch, OMB, were also present.

Dave Hunter, Chief Executive Director/CIO of the Board of the North Dakota
Retirement and Investment Office (RIO) testified in favor of SB 2022 and provided written
Testimony Attached # 1 which addresses the Teachers' Fund for Retirement (TFFR), the
State Investment Board (SIB), and the budget in whole. He mentioned that they were able
to realize some fairly significant cost savings with our investment management fees. If you
compare the fiscal year end of June 30, 2013 with June 30, 2014, we actually reduced our
investment management fees as a percentage of assets under management from about
.6.5% to about .5.1%. When you apply that to nearly $10B that we have invested it actually
translates into nearly $14M of savings on an annual basis. (8.47)

Senator Heckaman: What do you attribute that savings to?

Mr. Hunter: There are 3 primary drivers: #1. we have more assets to invest. #2: there is
tier pricing; # 3. we are working with our managers to get the best deal possible. Another
significant component as well is that we have higher performance fees in the prior year
than this year which is also a significant driver as well. (10.09) He continued speaking
from his written testimony on page 2 - Budget Review. He continued concerning salaries on
page 3 and moved on to page 4 which shows the increases in the assets. On page 5 the
Legacy Fund Deposits.(14.17)

Senator Heckaman: When you look at the legacy fund and opportunities to spend the
interest off of that what is the current interest at $2.8B per year that you are seeing?
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Mr. Hunter: We've earned about 3.8% for the 12 months ending 9-30-2014.

Vice Chairman Krebsbach: and that goes right back into the fund. She was told that is
correct.

Mr. Hunter: Turned to page 6, regarding the operating line increases. RIO is not
requesting an increase in the contingency line. There are no one-time funding requests or
optional budget request in the RIO budget request. He continued on page 7 - refer to the
chart - Retirement and Investment Office Assets Under Management (AUM) vs Budget.
(17.58)

Senator Heckaman: My question has to do with TFFR, percentages that the schools and

the teachers pay. | sat over the interim this last fall on the long range planning team
committee for school and the state of ND requires the school to have a 5 year long range
plan. In doing so, one of the issues that came up is the school funding formula and the
retirement percentages, and the school was asking why are you asking us to do a 5 year
long range plan, when you only give us 2 years of funding and then change the retirement
percentages every two years for us. What do you see for the future of the retirement
percentages for the district and the employee? Do you see that changing, is it stable,
because | think it will take a long time before it drops down, right?

Ms. Kopp, Chief Retirement Officer for the SIB Office in RIO Current rates for TFFR,
our member contribution rates are 11.75% and employer rates are 12.75%. Those raises
were approved by the 2011 legislative assembly to address funding challenges that came
as a result of the market down-turn. When those increases were made there was actually
two fazes; contributions went up 2% member and 2% employer in 2012 and then they went
up another 2%014 for both members and employers. These rates are expected to stay in
effect until the plan reaches 100% funding level on an actuary basis. Therefore, based on
expected assumptions we do not believe that those rates will be adjusted for 20 years or
more, which is when current projections show that we should be reaching the 100% funded
level rate. (21.01)

Senator Heckaman: That's what my districts were asking if there was going to be another
increase. It was an issue when we did long-range planning.

Senator Kilzer: .had questions whether the state treasurer was one of their clients He was
told no, but the state treasurer does sit on the board. Her clients are separate from RIO.

Mr. Hunter: What | can speak to is the clients that we serve within the state investment
board are defined in the NDCC. (23.22)

Senator Wanzek: Could you get us a list of the 16 non-pension funds and the 7 pension
funds in your portfolio? He was told yes it will be provided to the clerk. One of your main
jobs of RIO was determining which managers you are going to select, how many different
managers do you manage and utilize?
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Mr. Hunter: We have about 35 investment managers that we work with for the $9.9B.
When you have that many investment managers you get great diversification across your
overall investment portfolio.

Senator Wanzek: Do you tend to look at the priorities or the needs of each client and
adjust your investments accordingly as to what their priorities are?

Mr. Hunter: Absolutely

Vice Chairman Krebsbach: The TFFR board designates how they want theirs invested. Is
there a time when management will work with the Board or the people to say this would be
a better alternative? She was told yes, we are long term oriented. She then asked for a list
of the members of the board of the SIB and of the RIO and for a flow chart of your people.
Mr. Hunter stated he would provide that information.(27.55)

Sparb Collins Executive Director of the ND Public Employees Retirement System or
PERS. Testified in favor of SB 2022 and provided Testimony Attached # 2 which gives an
overview of our agency, our work efforts and our budget request. He explained the health
care plan on pages 7 and 8(34.04)

Senator Carlisle had questions about state employees after they retire after a certain date
that they are not being able to enroll into the Blue Cross/Blue Shield. We voted on a PERS
bill last time and there was no descending vote.

Mr. Collins: Pre Medicare retirees will no longer be able after July 1, 2015, join PERS
plan. Medicare retirees will continue to keep that plan open.

Senator Carlisle: Why did we do that? | looked at the record, everybody in the House
and Senate voted for it. Do you have a memo so | can explain it.

Mr. Collins: I'll give you a copy of the testimony from last time that goes through it but
basically what it came down is this: underneath new governmental county requirements
they are called OPEB,(Other Post Employment Benefits), you have to report liabilities
associated with your pre Medicare on your state's financial statements. There is a slight
subsidy in the Pre Medicare plan, so that OPEB liability has gone from $30M the last time
the last time, before this change it was going $70M was on a projection just continued
increase on your financial statements. We are historically in this market place because
before the affordable care act if you left your employer, you would have gone out, you
would have been medically underwritten or had pre-existing conditions put on you. We are
in market place because we were able to provide that assurance to retiring employees.
With the affordable care act you can out there is no more there is no more per existing
conditions, no more medical screening, so people can find access to it without us having to
be in the market place. By getting out of it we reduced that OPEB liabilities , it's gone down
$20M just from last year to this year. It will continue on a path downward to almost nothing.
And secondly we made the retiree health credit as part of that so that those retirees can
now take portable with them to any product they want to use. It used to be just restricted to
PERS (37.06)
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Senator Carlisle: they have until this July date,

Mr. Collins: they have to be off employment by April. You have to be receiving a
Retirement benefit by July 1.He continued his testimony on pages 9 -12.

Senator Mathern: What public employer groups are still outside of eligibility in getting into
PERS?

Mr. Collins: All government entities that have political subdivisions of the State of North
Dakota are eligible. So state is, but government entities such as federal entities aren't.

Senator Mathern: So all the townships can get in. It's not closed any longer to any state
political subdivision entities. He was told except for some of the voluntary programs.

Sharon Schiermeister, Chief Operating Officer & Chief Financial Officer, (40.07)
testified starting on page 13 - 14 which lists the major work efforts since last legislative
session. (43.47)

Senator Sorvaag: had questions regarding the political subs. He had questions regarding
the liability being on the new reporting.

Ms. Schiermeister: That is correct. The liability will not show up on the PERS pension
plan financial statement. it will be allocated amongst all the participating employers.

Senator Wanzek: Would the liability be the percentage that is not covered?

Ms. Schiermeister: It will be the net liability so the liability less assets. And it will be a
proportionate chair for each employer. (44.58) She continued with testimony on page 14.
She continued on to the PERS Budget. The proposed budget is all Special Funds, see
page 15. (49.37)

Senator Carlisle: Will there be several CPA's affected by this equity increase or is that for
other folks too?

Ms. Schiermeister: It is wide spread through-out our agency, our equity issues are pretty

wide spread. | don’t have our turn-over rate calculated, in the current biennium we lost 3
who transferred to other state agencies and we have a person retiring, | have to offer the
new candidate the same wages that the retiree received.

Senator Carlisle: When they retire, they sell back their monthly sick leave, is that already
banked?

Ms. Schiermeister: We don't budget for retirements or for annual payouts. We do have a
special line item in our budget for all of our annual leave payouts and sick leave payments
are going to and so all of this is hitting that but we know that we're going to need to transfer
money out to meet our salary in the last month of the biennium. (52.03)
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Senator Robinson asked if there is destinations where the employees are going with they
leave your office, as so many agencies are experiencing the same issue. We are early in
the session, so many agencies are , is there a common he also asked about the optional
budget request and if in the governor's recommendation. He was told everything is in the
governor's recommendation.

Ms. Schiermeister: The three employees, two were from our accounting area and one
went to job service and one went to the AG office. Our optional request is in the governor's
budget. Everything | will be covering today is in the governor's recommendation.

Vice Chairman Krebsbach: Of your 33 employees you're allowed do you have any
vacancies?

Ms. Schiermeister: We currently have 1 vacancy, we are on the 3" round of advertising,
we finally have a applicant pool that we can interview for. She continued on budget
requests (page 17 - 20) Page 20-21 shows the growth of the number of retirees and also
shared their priority needs regarding FTE's.

Senator Carlisle: These folks that want to retire when they are 62 can they still stay on
COBRA? He was told they stay on COBRA for 18 months.

Ms. Schiermeister: When you terminate employment you stay on the plan for 18 months
under Cobra. Then if you are not 65 at that time, you would need to go get insurance
elsewhere but when you or your spouse turns 65, there's certain qualifying events that
allow you to come back on the plan, and if one of those occur then you would be eligible to
come back on the plan as a Medicare. (1.05.30)

Vice Chairman Krebsbach: We're seeing a shift because a few years ago people were
staying on as state employees because of the health insurance. That was confirmed.

Ms. Schiermeister:: continued with testimony on page 22 - 4™ priority - temporary
position. PERS is also considering the possibility of not offering a Medicare Part D product
as part of our retiree health insurance plan.(1.07.42)

Senator Heckaman: What are your thoughts of closing Part D? What is the reasoning
for that?

Mr. Collins: That is not a decision that has been made we are just looking at it. For the
Medicare retiree who offer a bundle product, which means you have to take our medical
and Part D. And if you don'’t' take the bundle you are not eligible for either/or. So what
we have, every year there is an enroliment for Part D, some of our members sign up for
Part D. it gets involved to CNS and comes back to us and then we have to drop them from
the health, and now the other thing they changed where the retiree health credit is
portable, we can now say instead of being required to take our Part D product you can just
go on the market place every year and pick from the number of Part D products that are
out there. The big advantage is our Part D does not have a donut hole, but that's
supposed to be phased down the other products by 2017 or 2018. (1.09.33)
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Ms. Schiermeister: continued on page 22 of testimony regarding a temporary positon,
5" Priority RHIC Portability. (1.11.03) stated we may not need this funding. The 6"
Priority - RHIC Website Redesign. Page 24-25, what the project would look like and the
budget requirements. (1.13.54)

Senator Mathern: On issues like this, or even staff temporary changes, are you able to
do some partnership work with the RIO agency?

Ms. Schiermeister stated they try to partner with RIO, but it is not always feasible. Where
it becomes more difficult PERS is more than just a pension plan and so we have all the
other aspects and that's where our differences usually lie.

Senator Mathern asked if it would be helpful for members to have common tools between
the two agencies.

Mr. Collins: We do work together if there are opportunities for cross-links, a lot of voluntary
programs are. We can make this more of a seamless thing for the TFFR side. Instead of
having two conferences we have one.

V. Chairman Krebsbach: Are you communicating with the same people? That was
confirmed.

Ms. Schiermeister: Priority 7 - cure PERS Reception Area - page 25. She explained the
need for a ssecure reception area. (1.9.17)

Mr. Collins: Page 26- 28. Priority 8 - Self Funded Insurance. He explained that this
priority is a contingent upon the outcome of health plan bid process to be completed in
February 2015.

V. Chairman Krebsbach: How long ago was it when you were self-funded?
Mr. Colllins: Since 1989.(1.21.50)

Senator Robinson : In this section, 8 priorities, have they all been funded in the governor's
budget? He was told yes and they appreciate the support in the executive budget.

Senator Mathern: How many bidders do we have for the insurance plan, who are they and
when do suspect you will come with the recommendation as to what plan we have for our
employees?

Mr. Collins: We are statutory required to make a decision no later than the end of
February. We have two bidders for the overall medical, and in addition we have 3 or 4
PTMS that have put in bids for the product. 3 separate one, one is part of the bundled
arrangement. The bidders are Blue cross/ Blue Shield and Sanford, PDM - Blue
cross/Blue Shield as prime therapeutics. The others that have submitted to us directly are
Express Scripts, Kadaramand, and Navatis. Those firms are coming in tomorrow to talk to
the board. So 1% decision would be full insured/ self insured; 2" decision will be to carve
out prescription drugs or to keep it bundled. Thank you for your time.
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Senator O'Connell: Go back to your website, for that cost where is that coming from? Is
that outside vendor?

Mr. Collins: We have bid that out to an outside vendor. We are at the low end in our
estimate. We did talk to ITD if they could do this project at this time and they stated they
could not do this at this time.

Vice Chairman Krebsbach asked what OPED stands for and she was told Other Post
Employment Benefits.(1.25.59)

Vice Chairman Krebsbach: Since you're considering discontinuing Part D in the
combined plan have you considered offering the two separate?

Mr. Collins: We have and we talked about it. For us to offer part D separate, probably
would not be viable because right now because they're bundled we are able to draw in all
of the 8,000 retirees into this thing. If we offer it separate, we probably are going to lose a
lot of them and since the product we offer is a high- end product, we would probably only
be attracting people who have high end costs, because if they could go out in the market
place and get one with higher out of pockets and have lower premiums that we are going to
offer and then we end up with a spiral down, all of sudden our costs start going up and up.

Senator Gary Lee: On that page where we had the scatter gram, the salary ranges and
employees, have the salary ranges changed? He was told no, the one here is the most
recent salary range. Senator Gary Lee: | mean the top and the bottom of that salary
range, the 70% competency as opposed to the $120. Have the employees in that moved
proportionately to what the salary range has changed at that same time?

Mr. Collins: Our employees? No, not necessarily. That's why some are at the bottom.

Senator Gary Lee: that's the problem. When you do these things everybody gets pushed
to the bottom.

Mr. Collins: The biggest thing that pushed that was the Hay Study because the Hay Study,
which was great, it moved the pay ranges up to fair market but what it showed is that our
employees weren’t moved along in that range so all of a sudden they were moved to the
bottom. We are not trying to get our employees up to market. All we want to do is get our
employees to the same average as other state employees.

Senator Robinson: In the budget, preparation we see varying degrees of requests from
one agency to another was there a concentrated effort to try to address the very thing that
Sparb's talking to system wide?

Lori Laschkewitsch, OMB Yes we did put some targeted market policy increases into the
agencies.

Vice Chairman Krebsbach closed the hearing on SB 2022.
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Explanation or reason for introduction of bill/resolution:

A Subcommittee hearing for PERS & RIO

Minutes: Attachments: 0

Chairman Krebsbach called the subcommittee to order on Thursday, January, 2015 at
2:00 pm in the Senate Conference Room in regards to SB 2022. All subcommittee
members were present. Senators - Krebsbach, Sorvaag, Heckaman Michael Johnson,
Legislative Council and Lori Laschkewitsch, OMB were also present.

Senator Heckaman: On page 1, line 16, there are contingencies and page 2 lines 2, also.
What are those for?

Mr. Sparb Collins, Executive Director, ND Public Employees Retirement System, both
PERS and RIO are special funds agencies. [f things come up it allows us to access these
funds . When we gave testimony on the bill, we had a series on requests on changes to the
budget. 1 was for a website development project, we had estimated about $74,000 for that
program that was put in the budget, and then we thought, we issued an rp last Dec we got
responses from 6 firms, the prices came in between $65,000 and $251,000 the median
amount was $113k, the average was $133,000. We are over. We have three options: 1.
cut back the work efforts. 2" for us to add some money to that 3". we did request some
money for a health retiree credit insurance program $(inaudible). Based upon a plan that
was adopted last session, will move us out of pre- Medicare retiree business and makes
the retiree health credit affordable. That is a credit they get $5 times years of service they
have in their retirement plan to purchase health insurance. Since we are getting out, we
anticipated bringing that in the House. We re-evaluated that and are looking at it differently,
which may mean bringing it all in house, we will be talking to the board in February to get it
taken care of. If that is not the case we can use those funds for the website. (6.44)

Senator Sorvaag: What were the rp (request for proposals) responses
Mr. Collins: they range from $65K to $251K, no chance to review them. And when we

had worked with our consultant we listed our fee, broken down, at that time they were
estimating we would be ok with $73, but that is low.
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Chairman Krebsbach: how you would like to go with, to have additional dollars allocated
to this?

Mr. Collins: to have additional dollars if the board decides not to go with the retiree health
credit.

Chairman Krebsbach: if you were looking right now in website re-design, what would be
your guess

Mr. Collins: we would go to the medium proposal, hoping that those 3 that are below
would be liable. That would be an increase to that line item to $116,000.

Chairman Krebsbach: when will you be reviewing those proposals?
Mr. Collins: We are meeting now, next week, and then we'll take it to the board late Feb.
Senator Sorvaag where do your other funds come from?

Mr. Collins: from different sources, PERS administers the retirement fund, there are 6
defined benefits plans composed of state employees and political subdivisions. On the
retirement side about 50% of our income comes from the state, about half of that is general
funds, and half other funds. Political subdivisions are all other funds. We also run defined
contribution plans for some state employees, there is a fee on that, 6 basic points. The
deferred comp , we don't get any fees from that. We are allowed to access the FICA tax
savings account . We administer the FLEX benefits program that is about $3M. The other
portion is the group insurance program. We get administrative fee off the health plan
$2.80 that has stayed the same since the1990's. We provide services to the state
subdivisions and retirees. (13.50)

V. Chairman Krebsbach 28,110 people in the FLEX plan, what are the "others"

Mr. Collins: had a drop on that, so we lost a little revenue off of that. Others would be
water management districts, townships, very small cities.

Chairman Krebsbach: we have the retiree health and website design, anything else on full
time employees or things like that?

Mr. Collins: our other big initiative is to bring our employees up to our salary adjustment.
It is included in the budget.

Chairman Krebsbach: move into the RIO part of it. As | recall there wasn't much of that
was needed.

Connie Flanagan, FOSM at RIO we don't have a large initiative, the main area of
increases is salaries. We are finding it is hard to fill a vacancy. This causes a lot of inequity
with existing employees. We have a lot of long term employees. We are asking for
additional funds which are included in the budget, for equity increases.
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Chairman Krebsbach: what you requested was taken care of in the governor's budget.
So you have one time funding $0

Senator Sorvaag how do you get your funds, how do you come up with the amounts?

Connie Flanagan, we have 2 programs in our office: teacher's retirement program and the
state investment board. Monies come from retirement contributions and from earnings from
the investment fund. We charge the individual client funds we invest for a prorate share of
the actual expenses for the office

Mr. Hunter: executive RIO (Retirement Investment Office), you look at our budget overall,
it's an increase of about $600k, compared to our assets under management, it's a pretty
modest increase overall. When we are going out to hire new individuals, in order to bring
someone in at the right level we need to do equity adjustments.

Chairman Krebsbach: there's a $100,000 overall request. Prepare some amendments

and bring them to me.

Mr. Collins: we have two FTE, for the health plan, those depend on the final decision on
the health plan if to stay fully insured or self-insured that will be decided in February. We
are required to make this decision by March 1.

Chairman Krebsbach: from my understanding these bills will be held for a while anyway,

Mr. Collins: Some other things that have changed. The status quo isn't an option
anymore. Every percent savings is about $5M. That’s not all state on the group money

Chairman Krebsbach: we will recess until we can get back to the final meeting.
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Explanation or reason for introduction of bill/resolution: |

A BILL for an ACT to provide an appropriation for defraying the expenses of various state
retirement and investment agencies; and to provide various transfers (PERS & RIO)

Minutes: Attachment 1

Legislative Council - Sheila Sandness
OMB - Lori Laschkewitsch

Senator Krebsbach called the sub-committee to order on SB 2022. Senator Sorvaag
and Senator Heckaman were also present as well as Senator Holmberg & Senator G.
Lee.

Retirement and Investment Office (RIO) -

Senator Krebsbach asked if there was anything they wanted changed.

David Hunter, Executive Director and CIO, RIO: We have no changes to our previous
submission for our budget at this point in time. We had no FTE changes, and overall we
had in increase of about 13% from the prior biennium. This included $327,743 from
Governor's proposal - $50,000 in equity and $17,550 in other operating expenses. When
you look at how much the assets have grown at the State Investment Board over the last
biennium - from $7.5B, and as of 12-31-2014, we're about $10.1B. It's a significant
increase in assets and we've been able to achieve a lot of significant cost savings with our
investment manager expenses and continue to deliver a very high quality of service to our
SAB clients and all our individual TFFR benefit plan recipients.

Senator Krebsbach informed both entities that at this time, we are reducing the salaries
from a 4-4 to a 3-3; removing any market adjustments and retirement contributions at this
point, and health insurance will remain the same.

Senator Heckaman asked about the base payroll and employee based level salary
adjustments - where they have had two line items in their budget.
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Senator Krebsbach said there have been extreme economic situations in the state and
they have been forced to make some adjustments to their payroll and also to retain &
attract employees.

Public Employees Retirement System (PERS) -

Sparb Collins, Executive Director, PERS: Concerning budget, we included in the budget
some funding $43,052 for retiree health insurance credit program. Last session, a bill was
passed to make that program portable so now people can take that health credit and
instead of using it just for PERS, they can use it for any carrier. Now we have to work a
way to be able to make payments to all the other carriers. It will be implemented July 1,
2015.

When we submitted the budget, we were planning to do that with our online business
system, but that turned out to be complicated, so we looked at an alternative method where
we will use an outside vendor. The board has agreed to go that route in the near term. We
built in some adjustments for those staff that would've had a new workload by us doing it
internally. Now that we're doing it externally, we won't be giving those adjustments. That
$43,000 can be reduced. We also talked about our web proposal and in our budget, we
had $73,000 for that. The bids came in as high as $250,000. The good news is that a
company in Bismarck came out ahead and their price is around $80,000. We're going to
request to reduce the $43,000 and take it out of the salaries and wage line item. Then
because of the bid, put $16,000 into the operating line item to help with the web proposal.
The two would net out to an overall savings of the 43 minus the 16.

Senator Sorvaag asked about the math calculations.

Sharon Schiermeister, Chief Operating Officer, PERS: What was built into the website
re-design was the development costs plus one year maintenance. The costs were around
$65,000 and the maintenance was $11,000. The vendor came in at $80,000 for the
development so we would still need the maintenance - $16,200.

Senator Krebsbach: So there was a $15,000 increase in the development.

Sharon Schiermeister: Actually, it's right under $17,000 in development. Our request
included $63,000 for development and $11,000 for maintenance for a total of $74,000. The
bid came in close to $80,000 for development so the amount we're asking for is the
additional so we just bumped it up to $90,000 to cover all.

Senator Krebsbach: How long will it take to get this website up and changed?
Sparb Collins: A lot of our priorities with the transfer to Sanford are being re-shuffled.
Those in legislative are being moved back into the biennium. In the near term, it's going to

take everything to get this transition done.

Senator Heckaman asked about the differences in health care increases now in every
budget because of the change to Sanford. Will it go down or be more?
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Sparb Colllins: Down. It will be about 3%. Blue Cross/Blue Shield has been a great
company to work with. They've supported us well. They just priced higher than the
competition.

Senator Heckaman asked about their statement saying that this will be the rate for a year.

Sparb Collins: It's a 2 year rate. You may be referring to a statement in the press release.
One thing we have in our plan right now is "preferred provider organization network".
That's above and beyond the network that BCBS has. We developed it with BCBS and
they can't use it for any other lines of business and we can't take it with us. Sanford will
have to replace that new PPO network. The board was concerned if they could do that by
July 1, 2015. Our member's benefits will probably be processed at that higher level.

Senator Heckaman asked what the total increase be across the board?

Sparb Collins: We are just finalizing the rates in the contract this next week. It will get
down to the dollar and pennies, but right now it's down about 3%.

Senator Holmberg: It will be reflected in what we do the 2" half of session.

Sparb Collins: We requested 2 FTEs if we went self-insured. We're staying fully insured
so we'll still have transitional issues and extra work. We'd appreciate your consideration to
retain one of those if possible. Sharon is our CFO and COO and we feel we need to
segregate those two positions.

Discussed the FTE positions and possible temporary positions.

Sparb Collins: We do transitions all the time, but never for the insurance plan. This is
65,000 people and | don't have a clear idea what that will entail. We would like to become
more active in being able to manage prescription drugs in our plan because we see the
growth of specialty drugs which will be about 50% of our long term spend in about 5 years.
We like to have someone in there who can oversee the prescription drug component -
someone in the pharmacy area.

Ouir first transition needs to be completed by July 1, 2015 but secondary transition can be
as busy as first because you have people using the system and there are a myriad of
issues.

Senator Holmberg said he doesn't think the optics would be very good and may hit a lot of
legislators by surprise. If you need extra help, maybe Senator Sorvaag's idea of
transitional help would be a better idea.

Sparb Collins said there are 65,000 people on the plan and they could get several
hundred requests for customer service. There are 29,000 contracts and about 8,000 are
retirees. Temporary dollars is ok with us.

Sharon Schiermeister: We didn't come prepared but thought $122,000 is enough to fund
one full time person for the biennium. This grade is a semi-professional position - more at
the level of our benefits people.
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Senator Sorvaag said to maybe fund enough for 1 ¥2 more. That would take it up $180,000
in addition to the $122,000.

Senator Holmberg said that when carrying the bill, don't talk about transition, talk about
workload.

Clarified the amendment with Legislative Council (using green sheet - Attachment 1) -
Sheila Sandness, Legislative Council: We would remove $43,052 which had to do with
the portability of retiree health credit. Then add $16,200 for web design. On the FTE, we'd
add $180,000 to the temporary positions and remove the 2 FTE.

Senator Sorvaag: We're giving them enough for 2 2 temporary.

Sheila Sandness: Removing from the salaries line, $43,052 relating to retiree health
portability; adding $16,200 to the operating line for web design; adding $180,000 to
temporary support position (#5 on the green sheet); remove #2 on green sheet which are

the two positions and the entire $400,000 will come out.

Senator Krebsbach closed the hearing on SB 2022.
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Explanation or reason for introduction of bill/resolution:

This is a vote on the budgets of the Public Employees Retirement System and the
Retirement and Investment Office.

Minutes: Amendment & Attachment 1 - 2

Legislative Council - Sheila Sandness
OMB - Tammy Dolan & Lori Laschkewitsch

Senator Sorvaag handed out amendment 15.8155.01001 and
Retirement and Investment Office - Budget No. 192 - Attachment 1
Public Employees Retirement System - Budget No. 192 - Attachment 2

Senator Sorvaag moved and explained amendment 15.8155.01001.
Senator Krebsbach seconded.

They discussed needing more temporary help because they are moving from Blue
Cross/Blue Schield to Sanford.

The amendment voice vote carried.

Senator Sorvaag moved Do Pass as amended on SB 2022.
Senator Mathern seconded.

A Roll Call vote was taken. Yea: 12 Nay: 1 Absent: 0

Senator Sorvaag will carry the bill on the floor.
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PROPOSED AMENDMENTS TO SENATE BILL NO. 2022

Page 1, replace lines 13 through 17 with:

lo+t3

1)
2 /23/15

"Salaries and wages $3,772,504 $582,351 $4,354,855
Accrued leave payments 71,541 (71,541) 0
Operating expenses 973,324 17,550 990,874
Contingencies 82,000 0 82,000
Total special funds $4,899,369 $528,360 $5,427,729"
Page 1, remove lines 23 and 24
Page 2, replace lines 1 through 4 with:
"Salaries and wages $5,016,339 $1,463,071 $6,479,410
Accrued leave payments 103,217 (103,217) 0
Operating expenses 2,280,894 397,169 2,678,063
Contingencies 250,000 0 250,000
Total special funds $7,650,450 $1,757,023 $9,407,473
Full-time equivalent positions 33.00 1.50 34.50"
Page 2, replace lines 9 and 10 with:
"Grand total special funds $12,549,819 $2,285,383 $14,835,202
Full-time equivalent positions 52.00 1.50 53.80"
Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:
Senate Bill No. 2022 - Summary of Senate Action
Base Senate Senate
Budget Changes Version
Retirement and Investment
Office
Total all funds $4,899,369 $528,360 $5,427,729
Less estimated income 4,899,369 528,360 5,427,729
General fund $0 $0 $0
Public Employees Retirement
System
Total all funds $7,650,450 $1,757,023 $9,407,473
Less estimated income 7,650,450 1,757,023 9,407,473
General fund $0 $0 $0
Bill total
Total all funds $12,549,819 $2,285,383 $14,835,202
Less estimated income 12,549,819 2,285,383 14,835,202
General fund $0 $0 $0
Senate Bill No. 2022 - Retirement and Investment Office - Senate Action
Base Senate Senate
Budget Changes Version
Salaries and wages $3,772,504 $582,351 $4,354,855
Operating expenses 973,324 17,550 990,874
Page No. 1 15.8155.01001




Contingencies
Accrued leave payments

Total all funds
Less estimated income

General fund

FTE

82,000 82,000
71,541 (71,541)

$4,899,369 $528,360 $5,427,729

4,899,369 528,360 5,427,729

$0 $0 $0

19.00 0.00 19.00

Department No. 190 - Retirement and Investment Office - Detail of Senate Changes

Adds Funding Adds Funding
Adds Funding for Salary and Adds Funding  for Increases in
for Base Payroll Benefit for Salary Operating Total Senate
Changes' Increases’ Adjustments® Expenses* Changes
Salaries and wages $301,879 $230,472 $50,000 $582,351
Operating expenses 17,550 17,550
Contingencies
Accrued leave payments (71,541) (71,541)
Total all funds $230,338 $230,472 $50,000 $17,550 $528,360
Less estimated income 230,338 230,472 50,000 17,550 528,360
General fund $0 $0 $0 $0 $0
FTE 0.00 0.00 0.00 0.00 0.00

' Funding is added for cost-to-continue 2013-15 biennium salaries and benefit increases and for other
base payroll changes.

2 The following funding is added for 2015-17 biennium performance salary adjustments of 2 to 4 percent
per year and increases in monthly health insurance premiums:

Other Fund Total
Salary increase - Performance $148,434 $148,434
Health insurance increase 82,038 82,038
Total $230,472 $230,472

% Funding is added for additional salary adjustments to increase the agency's compensation ratio from
94.6 to 97 percent of the market policy points for employees.

4 Funding is added for operating expense increases.

20¢3

Senate Bill No. 2022 - Public Employees Retirement System - Senate Action

Base Senate Senate
Budget Changes Version
Salaries and wages $5,016,339 $1,463,071 $6,479,410
Operating expenses 2,280,894 397,169 2,678,063
Contingencies 250,000 250,000
Accrued leave payments 103,217 (103,217)
Total all funds $7,650,450 $1,757,023 $9,407,473
Less estimated income 7,650,450 1,757,023 9,407,473
General fund $0 $0 $0
FTE 33.00 1.50 34.50

Department No. 192 - Public Employees Retirement System - Detail of Senate Changes

Adds Funding  Adds Funding  Adds Funding  Adds Funding  Adjusts Base | Total Senate
for Base Payroll  for Salary and for Chief for Benefits Level Funding® Changes
Changes' Benefit Financial Position*

Page No. 2 15.8155.01001




703

Officer
Increases’ Position’

Salaries and wages $532,831 $380,592 $195,950 $51,346 $302,352 $1,463,071
Operating expenses 20,119 377,050 397,169
Contingencies

Accrued leave payments (103,217) (103,217)
Total all funds $429,614 $380,592 $216,069 $51,346 $679,402 $1,757,023
Less estimated income 429,614 380,592 216,069 51,346 679,402 1,757,023
General fund $0 $0 $0 $0 $0 $0
FTE 0.00 0.00 1.00 0.50 0.00 1.50

' Funding is added for cost-to-continue 2013-15 biennium salaries and benefit increases and for other
base payroll changes.

2 The following funding is added for 2015-17 biennium performance salary adjustments of 2 to 4 percent
per year and increases in monthly health insurance premiums:

Other Funds Total
Salary increase - Performance $225,151 $225,151
Health insurance increase 155,441 155,441
Total $380,592 $380,592

3 Funding is added from the general fund for 1 chief financial officer FTE position ($195,950) and related
operating expenses ($20,119).

* Funding is added from the general fund for .5 FTE position ($51,346) to support an increase in the
number of retirement benefits processed.

® Base level funding is adjusted as follows:

Other Fund Total
Remove 2013-15 funding for retirement plan election ($22,000) ($22,000)
General operating expenses 134,470 134,470
Perslink system refinements 147,000 147,000
Temporary support positions 302,352 302,352
Website redesign 90,080 90,080
Secure reception area 27,500 27,500
Total $679,402 $679,402

Page No. 3 15.8155.01001
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Module ID: s_stcomrep_36_002
Carrier: Sorvaag

Insert LC: 15.8155.01001 Title: 02000

REPORT OF STANDING COMMITTEE

SB 2022: Appropriations Committee

(Sen. Holmberg,

Chairman)

recommends

AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(12 YEAS, 1 NAYS, 0 ABSENT AND NOT VOTING). SB 2022 was placed on the

Sixth order on the calendar.

Page 1, replace lines 13 through 17 with:

"Salaries and wages $3,772,504
Accrued leave payments 71,541
Operating expenses 973,324
Contingencies 82,000
Total special funds $4,899,369
Page 1, remove lines 23 and 24

Page 2, replace lines 1 through 4 with:

"Salaries and wages $5,016,339
Accrued leave payments 103,217
Operating expenses 2,280,894
Contingencies 250,000
Total special funds $7,650,450
Full-time equivalent positions 33.00
Page 2, replace lines 9 and 10 with:

"Grand total special funds $12,549,819
Full-time equivalent positions 52.00

Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:

Senate Bill No. 2022 - Summary of Senate Action

Base Senate Senate
Budget Changes Version
Retirement and Investment
Office
Total all funds $4,899,369 $528,360 $5,427,729
Less estimated income 4,899,369 528,360 5,427,729
General fund $0 $0

Public Employees Retirement

System
Total all funds $7,650,450 $1,757,023 $9,407,473
Less estimated income 7,650,450 1,757,023 9,407,473
General fund $0 $0 $0
Bill total
Total all funds $12,549,819 $2,285,383 $14,835,202
Less estimated income 12,549,819 2,285,383 14,835,202
General fund $0 $0 $0

$582,351
(71,541)
17,550

0
$528,360

$1,463,071
(103,217)
397,169

0
$1,757,023
1.50

$2,285,383
1.50

$4,354,855
0

990,874
82,000
$5,427,729"

$6,479,410
0

2,678,063
250,000
$9,407,473
34.50"

$14,835,202
53.50"

Salaries and wages
Operating expenses
Contingencies

Accrued leave payments

Total all funds
Less estimated income

(1) DESK (3) COMMITTEE

Base  Senate Senate

Budget Changes Version
$3,772,504 $582,351 $4,354,855
973,324 17,550 990,874
82,000 82,000

71,541 (71,541)

$4,899,369 $528,360 $5,427,729
4,899,369 528,360 5,427,729

Page 1

Senate Bill No. 2022 - Retirement and Investment Office - Senate Action

s_stcomrep_36_002
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General fund $0 $0 $0

FTE 19.00 0.00 19.00

Department No. 190 - Retirement and Investment Office - Detail of Senate Changes

Adds Funding Adds Funding
Adds Funding for Salary and Adds Funding  for Increases in
for Base Payroll Benefit for Salary Operating Total Senate
Changes' Increases” Adjustments® Expenses* Changes
Salaries and wages $301,879 $230,472 $50,000 $582,351
Operating expenses 17,550 17,550
Contingencies
Accrued leave payments (71,541) (71,541)
Total all funds $230,338 $230,472 $50,000 $17,550 $528,360
Less estimated income 230,338 230,472 50,000 17,550 528,360
General fund $0 $0 $0 $0 $0
FTE 0.00 0.00 0.00 0.00 0.00

' Funding is added for cost-to-continue 2013-15 biennium salaries and benefit increases and
for other base payroll changes.

2 The following funding is added for 2015-17 biennium performance salary adjustments of 2
to 4 percent per year and increases in monthly health insurance premiums:

Other Fund Total
Salary increase - Performance $148,434 $148,434
Health insurance increase 82,038 82,038
Total $230,472 $230,472

% Funding is added for additional salary adjustments to increase the agency's compensation
ratio from 94.6 to 97 percent of the market policy points for employees.

4 Funding is added for operating expense increases.

Senate Bill No. 2022 - Public Employees Retirement System - Senate Action

Base Senate Senate
Budget Changes Version
Salaries and wages $5,016,339 $1,463,071 $6,479,410
Operating expenses 2,280,894 397,169 2,678,063
Contingencies 250,000 250,000
Accrued leave payments 103,217 (103,217)
Total all funds $7,650,450 $1,757,023 $9,407,473
Less estimated income 7,650,450 1,757,023 9,407,473
General fund $0 $0 $0
FTE 33.00 1.50 34.50

Department No. 192 - Public Employees Retirement System - Detail of Senate
Changes

Adds Funding Adds Funding
Adds Funding for Salary and for Chief Adds Funding
for Base Payroll Benefit Financial Officer for Benefits Adjusts Base Total Senate
Changes' Increases’ Position® Position* Level Funding® Changes

Salaries and wages $532,831 $380,592 $195,950 $51,346 $302,352 $1,463,071
Operating expenses 20,119 377,050 397,169
Contingencies

Accrued leave payments (103,217) (103,217)
Total all funds $429,614 $380,592 $216,069 $51,346 $679,402 $1,757,023

(1) DESK (3) COMMITTEE Page 2 s_stcomrep_36_002
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Less estimated income 429614 380592 216,069 51,346 679,402 1,757,023
General fund $0 $0 $0 $0 $0 $0
FTE 0.00 0.00 1.00 0.50 0.00 1.50

' Funding is added for cost-to-continue 2013-15 biennium salaries and benefit increases and
for other base payroll changes.

2 The following funding is added for 2015-17 biennium performance salary adjustments of 2
to 4 percent per year and increases in monthly health insurance premiums:

Other Funds Total
Salary increase - Performance $225,151 $225,151
Health insurance increase 155,441 155,441
Total $380,592 $380,592

® Funding is added from the general fund for 1 chief financial officer FTE position ($195,950)
and related operating expenses ($20,119).

4 Funding is added from the general fund for .5 FTE position ($51,346) to support an
increase in the number of retirement benefits processed.

® Base level funding is adjusted as follows:

Other Fund Total
Remove 2013-15 funding for retirement plan election ($22,000) ($22,000)
General operating expenses 134,470 134,470
Perslink system refinements 147,000 147,000
Temporary support positions 302,352 302,352
Website redesign 90,080 90,080
Secure reception area 27,500 27,500
Total $679,402 $679,402

(1) DESK (3) COMMITTEE Page 3 s_stcomrep_36_002
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Medora Room, State Capitol
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Recording Job# 24699

O Subcommittee
0 Conference Committee

Committee Clerk Signature
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Explanation or reason for introductioh of bill/resolution:

A BILL for an Act to provide an appropriation for defraying the expenses of various state
retirement and investment agencies; and to provide various transfers.

Minutes: See attachments Aand B HANAOWIS #) #Z

Chairman Thoreson: Opened the hearing on SB2022.

David Hunter, Executive Director/CIO, ND Retirement and Investment Office: See
testimony attachment A.

Chairman Thoreson: That's HB1053. Some of the numbers may change on that.
Representative Kempenich: We'll see where we're at.

David Hunter continued with his presentation.

Representative Kempenich: How long can we sustain a 33% increase?

David Hunter: We'll probably good for the next biennium.

Representative Kempenich: Does it take more people the more assets you have?
David Hunter: It does.

Sparb Collins, Executive Director, ND Public Employees Retirement System: See
testimony attachment B.

Chairman Thoreson: How are these members elected?
Sparb Collins: Once someone's term ends, we send out notice. They have to get 50

signatures. Once they meet that threshold, they're registered for the election. They each
get a chance to provide a picture and statement of what they want. We send that out to all
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the membership and the membership gets an opportunity to mail back their votes for who
they would like to represent them on the board.

Chairman Thoreson: What is your election turnout? What percentage of members are
usually voting?

Sparb Collins: It would probably be a couple thousand or less.
Sparb Collins continued with his presentation.

Representative Vigesaa: When is the PERS board required to bid out the insurance? Is
there a requirement in statute that you have to bid it out for so many years?

Sparb Collins: The main requirement in statute is if we're in self-insured it has to be on a
four year basis. On fully insured there isn't a specific requirement. In order to get a carrier
interested, we bid it on a six year basis subject to two year renewals.

Sparb Collins continued with his presentation.

Representative Vigesaa: It's PERS policy that it's a six year contract?

Sparb Collins: Yes; subject to those two year rules.

Representative Hogan: When was the last time it was bid?

Sparb Collins: The last time was two years ago.

Representative Hogan: It's been awhile since it was fully bid?

Sparb Collins: Yes. It was bid on two years ago on a fully insured basis.

Representative Kempenich: Sanford came in lower two years ago and then the Blues
came in under that.

Sparb Collins: Right. On the initial one Sanford was in a little bit lower and best and final
Sanford came up and Blue Cross Blue Shield came down. This last time in the best and
final everyone stayed the same.

Representative Kempenich: | think the biggest thing is if it's going to apples to apples.

Sparb Collins: | don't mean to represent that everything is the same. The plan design is
the same. The provider network isn't identical; but they're close.

Chairman Thoreson: We're getting a lot of questions from our constituents because a lot
of the people who live in our districts are employees and retirees and they're concerned. |
want to see that so | can go back and answer those questions. There's also a delayed bill
dealing with this issue and that's going to be looking at this also.
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Sparb Collins: We'd be happy to answer your questions.

Representative Skarphol: |I'm going to spend next winter in Arizona and | want to know if
I'm going to be able to pick whatever medical facility | want to go to down there or if I'm
going to be limited. | have experience at the Mayo Clinic in Rochester; and | plan to go to
the Mayo Clinic in Scottsdale. | want to know if that's going to be an option that's provided
without issues.

Sparb Collins: The Mayo Clinic is part of the Sanford network and is part of the Blue
Cross Blue Shield network. In the Sanford network you will need to get a pre-authorization
and in the Blue Cross Blue Shield network you don't get a pre-authorization; they review it
subsequent and can deny the service.

Representative Skarphol: I'm not viewing this apples to apples in this case. If | need
prior approval for somebody it means kind of like | have to get permission. I'm not into
getting permission anymore at my age.

Sparb Collins: You are getting a permission from Blue Cross Blue Shield after the fact.
Representative Skarphol: Why isn't it possible for Sanford to do the same thing?
Sparb Collins: They're method is for prior approvals; you're getting approvals either way.

Representative Skarphol. The difference is very dramatic between what you're saying
and what I'm thinking. With Blue Cross | went to wherever | wanted and if they didn't pay
the bill, | paid the difference. In this case, if | don't get prior approval from Sanford, will they
pay any of the bill?

Sparb Collins: Yes. There are differences and | don't mean to imply that the two plans
are exactly the same.

Representative Skarphol: | don't read all the manuals on things | buy and | don't read all
the manuals on insurance.

Vice Chairman Brandenburg: My wife has had six back surgeries and she was referred
to the University of Minnesota. Are they going to approve the University of Minnesota?

Sparb Collins: Sanford does allow the provider to get pre-approval for you as well. You'll
find that most providers will get pre-approval.

Vice Chairman Brandenburg: That's not true. They just took care of my wife without
checking anything.

Sparb Collins: When it comes to the pre-approval, there are no criteria in the pre-approval
process that says you have to go to a Sanford provider. The procedures approved on the
pre-approval; not the facility. You can go out of state for the services; medical necessity is
the primary criteria as it is with the Blue Cross Blue Shield plan. There will be differences
in formulary.
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Vice Chairman Brandenburg: A year from now when we go home and | start getting calls
from Dickey and Mclntosh counties; and they say you're not letting them go to Aberdeen, if
you're saying that's not going to happen I'm ok.

Sparb Collins: As long as they're in the network, they're network facilities.

Representative Kempenich: You do want to see some competition; but in the competition
you want to gain. You want to make sure you're gaining something or at least not losing
something. That's the biggest concern.

Sharon Schiermeister, CEO and CFO, ND Public Employee Retirement System: See
testimony attachment A.

Representative Kempenich: Last biennium we had to put $2 million in to cover a certain
segment of the employment in North Dakota; is that just built into the budgets now? Do we
have to do that again?

Lori Laschkewitsch, Fiscal Analyst, ND Office of Management and Budget. There
was $2 million; $1 million of general funds and $1 million of other funds in OMB's budget for
the 2013-2015 biennium. However, the implementation date was moved down the road
one year; so we didn't have to implement the affordable care act until January 1, 2015.
Because of that we didn't have any historical time that agencies have the opportunity to
know how many of their people would actually qualify; where we'd be required to insure
them. For the 2015-2017 our recommendation included $10 million in a pool in OMB's
budget; because we didn't feel that the agencies had enough information to know whether
they should include health insurance in their budget for their temporary employees.
Because it was in November that the agencies were doing that review, we found we don't
need $10 million. OMB's bill in the Senate was amended to return $500,000.00 of general
funds and $2.5 million of other funds.

Sharon Schiermeister continued with her presentation.

Representative Kempenich: How far have you gotten into the ranges for salaries that you
needed to be?

Sharon Schiermeister: Not very far. We have a proposal to include an equity package in
our base budget.

Sharon Schiermeister continued with her presentation.

Representative Skarphol: You said earlier that you replaced your computers on a four
year replacement cycle. What did you have to invest?

Sharon Schiermeister: | don'thave that number right now; but, | can get that to you.
Sharon Schiermeister continued with her testimony.

Representative Boehning: How many temporary employees does that involve?
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Sharon Schiermeister: It is about 2.5 at any given time.

Representative Boehning: Will they be salaried positions or hourly positions? What
benefits will come with that?

Sharon Schiermeister: \What we were proposing is that they would be hourly positions
and we felt that we would need the health insurance to retain them. Because of the nature
of the various projects that we have, we may get someone on and they might only be
working for six months. It may not be the same people, it may be different people with a
different skill set.

Representative Boehning: Would you be hiring them directly or would you go through a
temp agency?

Sharon Schiermeister. We included it in the salary and wages line item; so we would
have to recruit for them and hire them directly as opposed to contracting with a temporary
service agency.

Representative Boehning: Would there be any savings with going through a temp
agency?

Sharon Schiermeister. That could be a possibility. Currently, we do use temp service
agencies.

Vice Chairman Brandenburg: The Senate gave you the chief financial officer and the half
time FTE. They pulled the other two FTE's and gave you more temporaries. |s that what
I'm seeing of $180,000.00 more than what was asked for?

Sharon Schiermeister: That's correct.

Sharon Schiermeister continued with her presentation.

Chairman Thoreson: Would you have a copy of the proposal available?

Sharon Schiermeister. Yes.

Sharon Schiermeister continued with her presentation.

Representative Boehning: Do you rent your office space or is this state property?

Sharon Schiermeister: We rent that space. We're in the Wells Fargo building in
downtown Bismarck.

Representative Boehning: Would the property owner be willing to do that for us with our
lease agreements without having to expend any more dollars?
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Sharon Schiermeister: Whenever we do any remodeling at our space we do go back to
the property manager; and this was the cost that they came with to do that. We've found
that we can pay the cost directly or they reflect it in our rent.

Representative Boehning: When is your lease up and will there be an increase your rent
being that you did renovations?

Sharon Schiermeister: Our lease is up on June 30™; we contract for the biennium. We
have not started our lease negotiations for July 1; but we're expecting there probably will be
an increase with the demand for office space.

Representative Boehning: Maybe they can work a good deal for that.

Sharon Schiermeister: Maybe.

Sharon Schiermeister continued with her presentation.

Chairman Thoreson: Closed the hearing.

macussca\ :
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Chairman Thoreson: Opened the discussion on SB2022.

Sharon Schiermeister, Chief Operating Officer, ND Public Employee Retirement: See
attachment A.

Chairman Thoreson: They did or did not provide you with a fixed fee option?

Sharon Schiermeister: They provided us with a fixed fee. It's on page 26 of their
proposal.

Chairman Thoreson: That is mailed out to those who are eligible to vote?
Sharon Schiermeister: Yes.

Representative Vigesaa: I'm wondering about the candidates. Do they actively seek
these positions or are they drafted?

Sharon Schiermeister: They seek the positions. They have to go through a process of
getting signatures to get put on the ballot.

Chairman Thoreson: That is spelled out in the information?
Sharon Schiermeister: Yes.

Representative Hogan: I'm interested in the numbers of people voting. Has there been a
decline in the number of people voting?

Sharon Schiermeister: It's been fairly consistent.
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Sparb Collins, Director, ND Public Employees Retirement System: It depends on the
election. There have been elections where only one candidate has run. It also depends on
what the issues are.

Representative Vigesaa: Do the board members receive any compensation for serving?
Sparb Collins: Yes.

Chairman Thoreson: That would be over and above any compensation as an employee?
Sparb Collins: We have active employees that are elected.

Chairman Thoreson: What about the other members from health and Attorney General?
Sparb Collins: That's set up by statute.

Chairman Thoreson: Do they receive board compensation also?

Sparb Collins: Yes.

Representative Boehning: Do you have any meetings during the week or are they on the
weekend?

Sparb Collins: Meetings are during the week.

Representative Boehning: When the employees come to the meetings, do they take
vacation that day?

Sparb Collins: The statute provides that they don't.

Representative Boehning: Then that rate is above their salary?
Sparb Collins: Yes.

Chairman Thoreson: When is the next election going to take place?

Sparb Collins: It would be 2017. Our board chairman's term expires this summer and that
would be up to the Governor to appoint.

Chairman Thoreson: That's an appointed. But the next election will be in 20177

Sparb Collins: That's what it looks like.

Chairman Thoreson: Several months prior to that is there a solicitation?

Sparb Collins: The rules lay out that by a certain date the board has to establish an

election committee. A newsletter has to be sent out to all of the participants. If they are
interested, they get a packet that lays out what they need to do.
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Chairman Thoreson: Can current members run for reelection?

Sparb Collins: Yes.

Chairman Thoreson: Are there term limits?

Sparb Collins: No.

Representative Boehning: There's only one that's elected to the board?
Sparb Collins: There are four elected to the board out of the seven.
Representative Boehning: They get $62.50 per diem.

Chairman Thoreson: There is a section that does allow for a process for electronic
ballots. Has that been used?

Sparb Collins: No. Thatis something we would like to move toward.
Chairman Thoreson: Would that be done through PERS link?
Sparb Collins: No. We would probably do it through the website.

Chairman Thoreson: It would truly be a voting site.

Sparb Collins: Yes. With PERS link everybody has their own identifier number.
Chairman Thoreson: That is the direction you're headed?
Sparb Collins: That's not a direction the board has adopted yet.

Chairman Thoreson: If you do switch to that | would guess that would require some new
rule making to set up the standards in that area?

Sparb Collins: Yes.

Representative Hogan: How many people are using PERS link?

Sparb Collins: This last year everybody had to do their open enroliment on it.
Representative Hogan: What about retirees?

Sparb Collins: We'll get you the number.

Representative Hogan: The other change | would really like you to talk about is the
change in the pre-Medicare healthcare coverage enroliment. How is that going?
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Sparb Collins: That was passed last Legislative session. At this particular point where
we're at, in terms of feedback, there are employees retiring today so that they can meet
that April date.

Representative Hogan: That won't be available after July 17

Sparb Collins: Right. The other aspect of this that will be implemented on July 1 is that it
made the retiree health credit portable. You don't have to use it now just for PERS.

Representative Hogan: It's a huge policy change and system change particularly for the
retirees.

Sparb Collins: Thirty percent more retirees are going to be eligible for this that weren't
before. When it was tied to PERS and you had to have the PERS health insurance, only
about 70% of those chose it. Now they'll all be able to get this coverage.

Representative Hogan: How many people will that impact?

Sparb Collins: All of them. We have about 9,000 retirees and 70% are already on it.
Representative Hogan: What's the current status of the actual fund?

Sparb Collins: We report that to the Legislative Employee Benefits Committee.
Representative Hogan: We're just looking at the administrative side?

Sparb Collins: The status of the fund today is based upon actuarial value of assets and
market value of assets. Actuarial value of assets is around 63%. Market value of assets
we're over 70% of funded status.

Representative Hogan: Could you get us those spreadsheets?

Sparb Collins: What | could do is give you the history of HB 1080 too.

Representative Hogan: How do we compare to other states?

Sparb Collins: We're probably in the middle.

Representative Boehning: Under your temporary support position you had an increase of
$180,000 from the Senate. Can you explain that?

Sparb Collins: We originally had in there two FTEs to help us go self-funded. The final
decision was to not to go self-funded. We anticipated those two FTEs would be able to
help us in the next few months on some other things.

Representative Boehning: You want two temporary FTEs for $300,0007?

Sparb Collins: Not two.
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Sharon Schiermeister: The additional was for 1.5 temporary positions. The original
request for the $122,000 had included funding for a full-time temporary position. The
Senate amendment was to increase that by an additional 1.5. There's funding in there for
2.5 temporary positions.

Representative Boehning: The need for the chief financial officer position and the benefit
support position of a half time.

Sharon Schiermeister: How we're currently structured is a few years back we created a
chief operating officer position, which is myself. | also occupy the chief financial officer
position. We've found that the needs warrant having two separate positions.
Representative Boehning: Where would that position fit into that chart?

Sharon Schiermeister: On the far right hand side where the finance manager is.

Representative Boehning: We would have a finance manager and the CFO?

Sharon Schiermeister: The finance manager would be replaced with the CFO. It's just a
name change.

Representative Boehning: If it's just a name change, why the increase with the FTE?
Sharon Schiermeister: If you put names in the boxes, | am the chief operating officer and
finance manager. Regarding the benefits position, we're asking for a half FTE. We do

have a half-time FTE that's assisting. This is to make that a full-time position.

Representative Hogan: |If they're already working half-time, are they eligible for health
benefits?

Sharon Schiermeister: Yes. She's already receiving benefits.

Representative Hogan: So the only additional cost for that position is the retirement?
Sharon Schiermeister: The retirement and the salary that is currently in temporary.
Representative Boehning: Do you have any vacant FTEs at this time?

Sharon Schiermeister: We do have a vacant member service position. It's one of our call
center positions.

Representative Boehning: | see that the Senate decreased the health insurance increase.
Is that in reflection to the $30 less per month?

Lori Laschkewitsch, Fiscal Analyst, ND Office of Management and Budget: That
would be because of the reduction of the position that the Senate removed.
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Representative Vigesaa: Regarding the board, how often are they scheduled to meet per
year? Do they ever have to call special board meetings?

Sparb Collins: They are scheduled to meet 12 times a year, once a month. Recently
there has been a series of special board meetings.

Chairman Thoreson: Are those meetings all held in Bismarck normally?

Sparb Collins: We do them in Bismarck. But our board chairman is from Fargo and we've
been video-conferencing.

Chairman Thoreson closed the hearing.
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Chairman Thoreson: Opened the discussion on SB2022.

Representative Jim Kasper, District 46, ND Legislative Assembly: Explained
amendment 02014. See attachment A.

Chairman Thoreson: The board itself would be the ones who would pick the auditing firm.
That's correct?

Representative Kasper: Correct. They would contract with an outside audit firm. The
language is very important; that we don't change this language. The attorney that
recommended this language stated that you must have specific detail language so you get
to the real root of how PBM's are operating in our health plan; so we flush out the
information that we need. | would ask that you do not amend that language at all.

Representative Skarphol: The only thing | question is why wouldn't you let the state
auditors do this? I'm curious why you excluded the auditor's office.

Representative Kasper: | had not thought about that approach. The one concern is that
the auditor may not have the knowledge and expertise dealing with health insurance to
choose an audit entity that really knows what they're doing.

Representative Skarphol: They select consultants to do expert audits in a lot of different
areas and they would consult with the board and whomever before choosing an auditor. If
you'd like us to change it in some fashion we can do that in full committee.

Representative Kasper: | don't object to that.
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Representative Skarphol. Typically if we make a motion in legislative audit and fiscal
review to do a performance audit of any other state agency, that state agency pays the
cost; because legislative audit and fiscal review have to approve that.

Representative Kasper: | don't object to that concept

Representative Hogan: This sounds like a very specialized audit with very distinct issues.
Do you have any idea how much it will cost and did you think about including any funding
for this audit?

Representative Kasper: | recall in a discussion with the attorney that helped draft this
amendment that $100,000.00 might be appropriate. | didn't want to include dollars on an
appropriation bill.

Representative Hogan: That's a pretty major expense. The other piece of that cost is you
asked for it annually so it would $200,000.00 for the biennium.

Representative Kasper: Correct.

Representative Skarphol: That figure wouldn't at all be unusual in the cost of a
performance audit.

Chairman Thoreson: It can be a significant savings back to the organization if there's
issues found?

Representative Kasper: That's correct. The attorney has formed a non-profit entity that
she is working with state governments, municipal governments and large employers all
across the United States to provide this type of expertise and knowledge about how to do
audit correctly. There are billions of dollars that is being spent and managed by PBM's.
They have some of the sharpest attorneys you will find any place in the country; they
represent the PBM's very well.

Chairman Thoreson: There was an email that | received with her information and contact
information. If this does go forward, maybe we can have a little background on what her
non-profit does; or if there are others similar to this.

Representative Kasper: | would be glad to contact her and ask for some information that
would be supportive as well as other potential consultants around the country that do this
type of work.

Vice Chairman Brandenburg: Made a motion to move .02014.

Representative Skarphol. Seconded the motion.

Representative Kempenich: | think we should amend in that the auditor's office be the
lead on this.

Chairman Thoreson: Would you like to further amend?
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‘ Representative Kempenich: That would be my suggestion.

Representative Skarphol: | agree that it's important. I'd like to see the language before it
goes anywhere into full committee.

Representative Kempenich: | would give council enough time.

Representative Hogan: |'m concerned with putting in annually because these audits are
major issues and | think that LAFRC has the ability to monitor this.

Representative Skarphol: | would guess that it might take them awhile to do that and we
could consult with the auditor's office in the meantime.

Representative Hogan: Do we need to put $100,000.00 in the PERS budget to pay for
this?

Representative Skarphol: | would leave it out.
Voice vote made and carried.

Vice Chairman Brandenburg: Made a motion to move amendment 02007. See

‘ attachment B.

Representative Skarphol: Seconded the motion.
Vice Chairman Brandenburg: We need to address both parties.

Vice Chairman Brandenburg: Made a motion to further amend to have two parties from
the House and two parties from the Senate; for a total of four.

Representative Boehning: Made a motion to have two members of the legislative
assembly appointed by the chairman; one from each party.

Vice Chairman Brandenburg: Seconded the motion.

Representative Boehning: Do we want to put in legislative management in line 3 to have
one from each chamber from each house?

Chairman Thoreson: We're already going to have one person from each chamber by the
majority leader.

Representative Skarphol: | would hope they pick the people most expert in insurance and
if three of them are from one chamber; | don't know if we should care as long as they're

‘ experts in insurance.

Representative Hogan: Do you know any of the history of how long the current structure of
the board has been in place?
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‘ Chairman Thoreson: | know the board has been in place for quite a few years.
Sparb Collins, Director, ND Public Employees Retirement System: | came to PERS in
1989 and at that time the legislature had just passed a bill changing the composition of the
board. It added at that time the retiree representative to the board and it also added the
state health officer to the board. Prior to that the board was the same since it was
developed in 1965.
Voice vote made and carried.

Representative Boehning: Made a motion to take the language out of HB1475 for
employee and benefits committee exception.

Vice Chairman Brandenburg: Seconded the motion.

Representative Boehning: This would exempt this billl from having to go through the
employee benefits committee again.

Voice vote made and carried.

Representative Vigesaa: Made a motion to move amendment 02006. See attachment C.
‘ Representative Boehning: Seconded the motion.

Voice vote made and carried.

Vice Chairman Brandenburg: Explained amendment 02009. See attachment D.

Vice Chairman Brandenburg: Made a motion to move amendment 02009.

Representative Boehning: Seconded the motion.

Representative Kempenich: How much are we gaining and where are we at with these
reserves?

Sparb Collins: Generally speaking the contract we've had for the last few years it's been a
gain sharing contract with the carrier. We share 50/50 in any losses up to $6 million and we
share 50/50 in any gains up to $3 million. The final closeout period runs 24 months. We
get an initial settlement 12 months in; and a final settlement 24 months in. We're roughly
around $40 million. We would expect this biennium that it's running really tight and we
could have a loss. We do fund the employee assistance program out of this.

Representative Hogan: It's really reducing the insurance premium that's the target of this

‘ amendment isn't it?

Representative Skarphol: | think it's intended so that there can't be an increased premium
paid during this next biennium.
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Representative Hogan: It's really targeted at the health insurance premiums; not at the
EAP type of contracts. | just wanted it on the record that this was our legislative intent.

Representative Skarphol: It pretty well says that in the amendment.
Voice vote made and carried.

Vice Chairman Brandenburg: Made a motion to move amendment 02013. See
attachment E.

Representative Boehning: Seconded the motion.

Chairman Thoreson: It's basically putting a two-year limit on there and then there would
be a solicitation for a bid after that.

Vice Chairman Brandenburg: Yes.
Voice vote made and carried.
Vice Chairman Brandenburg: Made a motion to remove the 1.5 FTE's from budget 192.

Representative Boehning: Seconded the motion. Is all the money in there all for wages
or is there anything in there from operating that we would have to remove as well?

Michael Johnson, Fiscal Analyst, ND Legislative Council: See attachments F and G.
There would be some operating expense included with that line.

Vice Chairman Brandenburg: | would amend the amendment to include the FTE's and
the money associated with them.

Representative Boehning: Seconded the motion
Representative Kempenich: is this a second chief financial officer or is it a deputy?

Sharon Schiermeister, Chief Operating Officer and Chief Financial Officer, ND Public
Employee Retirement System: This position would be to split those duties.

Representative Skarphol: Did the agency decide to create a new office or was it created
through legislation? Was that a policy decision on the part of PERS or was it a legislative
decision?

Sparb Collins: That was a decision of myself as the director. PERS has not had an
operating officer; we elected to use the operating officer.

Representative Skarphol: So you do not have a deputy?

Sparb Collins: No.
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Voice vote made and carried.

Representative Boehning: Made a motion to remove $200,000.00 from the temporary
support position.

Vice Chairman Brandenburg: Seconded the motion.

Representative Hogan: I'm concerned about this because | believe that money was used
for the conversion of the purchase of health insurance credits at the end of this biennium;
which is a major systems change. | don't believe that PERS has the staff to do that major
conversion. I'm going to oppose this motion.

Voice vote made and carried.

Representative Boehning: Made a motion to reduce the health insurance increase on
budget no 190 for RIO.

Chairman Thoreson: That was done in amendment 02006.

Representative Boehning: Made a motion to remove the $50,000.00 for employee based
level salary adjustment.

Vice Chairman Brandenburg: Seconded the motion.

Lori Laschkewitsch, Fiscal Analyst, ND Office of Management and Budget: | believe
that $50,000.00 was added because they're having difficulty hiring the positions that they
have vacant.

Voice vote made and carried.

Vice Chairman Brandenburg: Made a motion for a "Do Pass as Amended".
Representative Kempenich: Seconded the motion.

Roll call vote: 7 Yeas 0 Nays 1 Absent

Representative Boehning carried the bill.

Chairman Thoreson: Closed the discussion.

Hounouts |-Y gupmitted Jater. Not iscussed 10 meeti%.
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Chairman Jeff Delzer opened the hearing on SB 2022.

Representative Thoreson: (Referred to Amendment 02018)(Handout #1). The amendment,
starting on page 5, is the changes that we made on the financials. We made the adjustment for the
health insurance premium increases. There were some base level salary adjustments of $50,000.
We did remove that amount, also. That's on the retirement investment office portion of the bill. If you
go to page 6, for PERS, there's an adjustment for the health insurance premiums. We removed the
salary increase funding for a new FTE position; there was a chief financial officer FTE position,
which we removed; and also a benefit support position, which we removed. There was also some
temporary salary money of $200,000, which was removed. Those are the changes, mostly in the
financial areas. Most of the language changes take place starting on page 2. This relates to the
governing authority, the board for PERS. This board make-up has remained the same for quite a
few years, and we made a change. Currently the board is made up of 7 members. We increased
that to 9, and that would include the Majority Leader of the House or their designee, and also the
Majority Leader of the Senate or their designee. And then two members who would be appointed by
the chairman of legislative management, consisting of a member of the majority and a member of
the minority party. Currently the board has a member appointed by the Attorney General and also
from the State Health Officer. Those persons were removed from the make-up. If you go to the top
of page 3, it also makes the change showing that five of the nine board members constitute a
quorum, and five votes are necessary for resolution or actions by the Board at any meeting. Moving
on to section 5, this is language that was added to deal with audits of PBMs, and | believe there is
going to be another amendment being brought forward by Rep. Skarphol. There was some areas of
this language which perhaps need to be changed, so what | would ask is when we move this, that
we adopt this and then Rep. Skarphol could move to further amend, and he could explain the
language that would replace the language here. Just to summarize, the prescription drug coverage
under PBMs have not been audited. This language here would allow for that audit to take place,
and there would be a report made to the Legislative Audit and Fiscal Review committee. | think we
will have further discussion on this with a separate amendment. Those are the changes that your
Government Operations division made.

Rep. Thoreson: | would move Amendment 02018 for purposes of discussion.

Rep. Skarphol: Second.
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Chairman Delzer: We have a motion to amend SB 2022 with 02018. Discussion by the committee?

Rep. Kempenich: It was brought to my attention on the Retirement Investment Office on the
$50,000 that we can call it something else, but they need to get some of their people re-aligned on
it. It is something that the chief investment officer feels strongly about it.

Chairman Delzer: One of the things in discussions with the Senate, we are talking about some
equity money in a pool, and | don't remember if PERS is one of them or not.

Representative Nelson: The board changes, that's a major issue that we're contemplating. I'd like
to know a little bit about the history of why there hasn't been any legislative placements on the
PERS board in the past, and what's necessitating the need for that today.

Chairman Delzer: | think the issue is there hasn't been much discussion about who was; there has
been only one bid for many, many years. In the last couple years, there's been a couple bids, and |
think there was some pretty good consternation about what happened. The Attorney General one,
you have a situation where you have an Attorney General who is having to defend both the state
and the PERS board, and they might be on opposite sides. So you kind of have a conflict of
interest. The State Health Officer, if you're going to have some state officer, | would have thought it
would be insurance. But the way it's stated, it was the officer itself, and that's not even who is on the
board. | think an issue of what's going on is we should have the discussion about change in the
board.

Rep. Nelson: | don't know the last time there was legislative identity on the PERS board, but at that
time, was there only one bid? Is that the reason? When were legislators taken off the board?

Chairman Delzer: | can't say for sure, but | don't think they were ever on the board.

Representative Hogan: We asked that question about the history of the board, and the last time
there was a major restructuring was 1989.

Rep. Nelson: \Was there only one bid at that point in time? Or was there a competitive situation at
that time?

Rep. Hogan: | don't believe it was an insurance issue. It was a retirement funding issue, and there
was concerns about it.

Chairman Delzer: Would they have added the retired changed the makeup of state employees at
that time?

Rep. Hogan: That was the last time the board's been restructured.

Representative Silbernagel: Could Representative Thoreson answer if this is the first time we've
audited PBM, or is this something new?

Representative Thoreson: | don't know it has taken place previously. | know there has been much
discussion. There has been a broader discussion about these programs in other committees within
the legislature.

Vice Chairman Keith Kempenich: When we got into PBMs, | know there was an extensive study
on the state side. | don't know about the private side. I' haven't heard about an audit on them.
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Representative Thoreson: | should direct you to page #4, section 6 of the bill. There is another
change here. If you look under Section 6 to Subsection 2; there is language dealing with the term of
the contract for health insurance. It says the term of a uniform group insurance contract for benefits
may not exceed two years; and a contract subject to this subsection may not be renewed without
solicitation of a bid under the section of Century Code. This would say that the contract would be a
two-year contract, and then there would be bids submitted.

Chairman Delzer: Did you cover Section 77

Rep. Thoreson: That is also language that | did not cover. That section was added, and it says that
they may not spend any moneys from their fund or their reserves under the uniform group
insurance program to reduce any increases in the premium amounts beyond the rates that were set
by the legislative assembly in developing the state agency budget. PERS does have a fund, and
this would restrict them from using money from that fund for any increase in the insurance
premiums.

Chairman Delzer: Just for the two years?

Rep. Thoreson: That is correct.

Rep. Hogan: | oppose this motion, and particularly the two-year contract limitation because it takes
so much effort for insurance companies to do these kinds of major bids. To do it every two years,
I'm concerned that we're not going to have any bids. So | think this is an unreasonable issue. That's
why | opposed it.

Chairman Delzer: Further Discussion? Seeing none, we'll try a voice vote.

VOICE VOTE TAKEN ON AMENDMENT 02018 TO SB 2022: THE MOTION IS CARRIED.

Vice Chairman Keith Kempenich: It was brought to my attention in that compensation package
that REA (?) wouldn't be part of that conversation. It's special funds; I'd just as soon argue it here
instead of next week.

Chairman Delzer: | wouldn't say next week, I'd say tomorrow.

Vice Chairman Keith Kempenich: | think there is some issues over there, and the amount of funds
that are going into the investment office is something we want to keep some good people there, and
it's been an issue. We can call it reclassification or realignment or whatever. It's special funds

money.

Chairman Delzer: | will say this; if we do adopt this, then we'd want to make sure we're not part of
the pool. Are you moving that? Where are you moving? And what are you moving?

Rep. Kempenich: The $50,000; it's on page 5, number 2.

Chairman Delzer: Alan, do you need something more specific than that?

Alan (Legislative Council): That's fine. We would eliminate the reduction of the $50,000.
Chairman Delzer: To replace the $50,000 for REAL, into the salary line, | would take it.

Chairman Delzer: Is there a second?
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Rep. Brandenburg: Second.

Chairman Delzer: Discussion by the committee? Seeing none.

VOICE VOTE TAKEN: RESULTS INCONCLUSIVE.

ROLL CALLVOTE TAKEN: YES: 11 NO: 10 ABSENT: 2
MOTION IS CARRIED.

Representative Skarphol Offered amendment 02020.(Handout #2)This is a very complex
examination, the PBMs. To do it right, on a national level, requires some unique expertise. When
we talked about this amendment with the Auditor's Office, after we had adopted the amendment on
the bill, they suggested to us that audit was not the right term to use. If you use the word "audit,"
according to North Dakota law, you have to use a North Dakota CPA firm. So the Auditor's Office, in
discussing this, after some conversations with a New York firm that does this work, advised us to
change the language as recommended in Amendment 02020. If you look at the difference, the only
differences are in Section 5 of the bill vs. the amendment. The only differences are in Subsection 1,
at the beginning of the amendment, and then the very last section, which would be number 3 at the
end of the amendment. And the language referencing auditors comes out. It also changes it from
once every year to once every two years. Because of its complexity, it is logical to do it every two
years as opposed to every year. But it says at least once every two years the board shall request
the State Auditor to select a firm to complete a financial and health care analysis of the prescription
drug coverage under the health benefits coverage. This may not be construed to require the firm to
be a Certified Public Accounting firm. In contracting for the analysis, the State Auditor shall consider
input from the board regarding the scope of the evaluation and the review of the proposals. The
analysis must include the following without limitations. And that language that follows is very
specific in its needs. The very last section again,; it eliminates the auditor language and refers to the
fact that the board must submit and present this report to the Legislative Audit and Fiscal Review
Committee. | would move Amendment 02020 to SB 2022.

Rep. Thoreson: Second.
Chairman Delzer: Discussion by the committee?

Representative Holman: How would this fit in with the bidding process that goes on with our
carrier of insurance?

Representative Skarphol: Do you mean with Sanford or the Sanford practices? My impression
would be it's to insure that pharmaceutical prices are appropriate and that they are not overly
aggressive in their profiting, but rather that they are complying with whatever regulations are in
place.

Rep. Holman: | am thinking of how this might complicate the process of working with our insurance
carrier. | don't have any problem with what it's doing.

Rep. Skarphol: These national firms have collected hundreds of millions of dollars across the
nation with these types of financial examinations for what they believe were inappropriate charges
or excessive ones.

Representative Nelson: Is the language you presented being used in any other arena? Or is this
new to PERS? Are any other agencies using anything that resembles this?
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Rep. Skarphol: This is language as recommended by that firm that Rep. Kasper was consulting
with prior to the introduction of this to our committee. It's very technical in nature, and it needs this
type of explicit definition in order to insure that the examination can examine all aspects needed to
be examined to insure that things are being complied with.

Representative Nelson: Is this policy being used in retirement systems in other states?

Representative Skarphol: It's my understanding that this is a developing process, but it's being
utilized in other states; it is not a new process, but one that is being utilized elsewhere.

Chairman Delzer: Further discussion on the motion to further amend?
VOICE VOTE TAKEN: MOTION CARRIES.

Chairman Delzer: Further amendments to SB 20227 We are not opening the hearing, but we will
give the majority leader and the minority leader, if he's here, an opportunity to present an
amendment or two.

Majority leader Al Carlson spoke on SB 2022. (Handed out Amendment)(Handout #3) Proposed
amendment; marked up language bill 15.8155.02021. Changes are in green on the attachment. As
you may be aware, the House passed out a major bill on health care and the bidding process and
the guidelines that would go with it. In response to the fact that we were going to be changing
carriers, our attempt was to make sure that those policies were the same; that those providers were
the same. We passed that bill out of the House 77-14. That bill went to the Senate, and it sat there
for 3 2 weeks. They voted on it today, finally, with some significant amendments. They still voted
46-0 for a Do Not Pass. We originally had listened to the testimony over there, had tried to respond
to the things that they thought were a major concern, and we had amendments that were drafted for
this bill that pretty much would have addressed all of those things, and it was very long, lengthy
amendments that were basically a rewrite of 1475. In discussion and in looking at this, we decided
there were two or three things that were crucial as we go forward for the health care delivery for the
68,000 North Dakotans that carry that policy. I'd like to go through these, and I'm recommending
that these be amendments, what's highlighted in green. These are bits and pieces. Only what's
highlighted in green is what I'm presenting to you today. There are some things that are really
important. The first one is on the first page, in section 4. The board contract for health insurance
benefits coverage under this chapter must provide that for the duration of the term of that contract,
must accept as necessary for treatment, payment and operation; the carrier may not disclose
identifiable or unidentifiable insured or provider data or information with a related or unrelated
healthcare delivery unit. We want to guarantee, being they're all in the same, in another company,
we want to maintain that that information is private and is not shared. #2: if the board enters a
contract for health insurance benefits coverage under this chapter with a carrier that has common
ownership with a healthcare delivery entity, which they do, the purposes of the carrier's negotiated
for prior discount rates with the carrier that has a common ownership with a healthcare delivery
entity for purposes of the carrier's negotiated for prior discount rates with in-state providers. Then it
says, a: for a provider that is a critical access hospital, that does not have common ownership with
the carrier, the negotiated provider discount rates may not be less than negotiated provider discount
rates the carrier has with a related healthcare delivery entity that is a critical access hospital. In
other words, the discount rates have to be the same. | think that's pretty important for those people
that are using other carriers. The second part: it says, for providers not a critical access hospital,
that does not have common ownership with a carrier, the negotiated provider discount rate may not
be less than the negotiated provider discount rates the carrier has with a related healthcare delivery
entity that is not a critical access hospital. It's pretty self-explanatory, about discount rates. And |
think it's only fair because if you want people to be in those networks, you should probably be
treating them the same, or you'd be re-directing everything to your entity. | don't think it's asking too
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much when you go that direction. This is a significant change from where our bill was in the
beginning. The other amendment that | have is on the last page, Section 7. This amendment, the
Uniform Group and Health Insurance Program Benefits Legislative Intent, says, during the period
beginning with the effective date of this act, through June 30, 2015, if the Public Employee
Retirement Board system determines that it is necessary to re-bid the Uniform Insurance Program,
Health Insurance Benefit Contract, the carrier providing the coverage at the time of that
determination may continue under the existing contract until a new contract is finalized, but not to
exceed nine months. So, we want to make sure there's not a gap there. If, for some reason,
someone is going to want out or want to re-bid, we need to make sure there's a timeline in there
that makes sure that coverage is consistent for those next nine months. | will be the first to tell you
that I am not the largest insurance expert in the room. | think these are pretty self-explanatory
amendments. | think these are crucial things as we look forward: the sharing of information, and if
you read the side-notes, it limits the carrier regarding disclosing information, and it limits the carrier
from marketing information unless approved by the board. Then it talks about discount rates for
providers having common ownership with this carrier limited. And that goes on to the next one. Of
course the last one gives the board authority to extend the current contract for nine months if the
contracts need to be re-bid.

Chairman Delzer: We have a motion to further amend with language. Rep. Carlson, these are
directly out of 14757

Rep. Carlson: No, these are different.

Chairman Delzer: But this was part of 14757 I'm just trying to get something on paper as to where
they come from.

Rep. Carlson: This was responding to the issues in 1475. Some of them were similar; some might
be just a hair different.

Chairman Delzer: We have a motion to further amend Sections 54-52.1-05.1 with Subdivision 1
under Divisions A and B and 1. Also #2 with A and B from this language provided; and then Section
7 from the language provided.

Representative Bellew: Motion to further amend.

Representative Brandenburg: Second.

Rep. Kempenich: Do we need the emergency clause on this? We don't, do we?

Rep. Carlson: | believe we do not, because the contract we have goes until the end of the
biennium. | do not think there would be any overlap dates here that | am aware of.

Laurie Laschkewitz, OMB; commented on the emergency clause. You may need it if you choose
to extend the current contract and bid another contract.

Rep. Carlson: | don't believe that's an issue.
Chairman Jeff Delzer: We could put it on. It wouldn't hurt anything to have it. If it passed.
Rep. Carlson: My experts are telling me that we do need it.

Chairman Delzer: Rep. Bellew, would you make that part of your amendment? OK. Rep.
Brandenburg? OK.
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Chairman Delzer: So we have a motion to further amend with the language that goes into 54-52.1-
05.1, as provided Subdivision 1, #2 the language A and B, Section 7; and an emergency clause.
Further discussion? Seeing none.

VOICE VOTE TAKEN: MOTION CARRIES.

Chairman Delzer: Are there further amendments to SB 20227 Seeing none, what are your wishes?
Rep. Thoreson: | move a Do Pass As Amended on SB 2022.

Rep. Skarphol: Second.

Chairman Delzer: Further discussion on the motion for a Do Pass As Amended? Seeing none, the
clerk will call the roll.

ROLL CALL VOTE TAKEN: YES: 18 NO: 3 ABSENT: 2
Representative Thoreson will be the carrier.

Chairman Delzer thanked the committee members and adjourned the hearing.




15.8155.02014 Prepared by the Legislative Council staff for
Title. House Appropriations - Government
Operations Division Committee
April 8, 2015

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2022
Page 1, line 2, remove the second "and"

Page 1, line 2, after "transfers" insert "; and to create and enact a new section to chapter
54-52.1 of the North Dakota Century Code, relating to the uniform group insurance
program and a report to the legislative audit and fiscal review committee"

Page 2, after line 15, insert:

"SECTION 3. A new section to chapter 54-52.1 of the North Dakota Century
Code is created and enacted as follows:

Health insurance benefits coverage of prescription drug coverage - Audit -
Report to legislative audit and fiscal review committee.

1. Annually. the board shall conduct an audit of the prescription drug
coverage under the health benefits coverage. The board shall utilize the
services of a consultant on a contract basis to conduct this audit. In
contracting for the audit services, the board shall ensure the selected
consultant does not have a conflict of interest. The audit must include an
evaluation of the following, without limitation:

a. Based on medi-span definitions of "brand drug" and "generic drug",
the average annual brand drug costs and the generic drug costs at
each of the following pharmacy channels:

(1) Retail;
(2) Retail-90; and
(3) Mail.

The average annual drug-by-drug costs of each drug dispensed from
specialty drug pharmacies used by the carrier or the pharmacy
benefits manager.

=

The rebates and other third-party financial benefits passed through to
the board. measured in the aggregate and on a per brand drug
prescription basis, to verify the carrier satisfied the contract's rebate

guarantees.
d. (1) Ata minimum, an evaluation of the effectiveness of the following

programs implemented on behalf of the board by the carrier or
the pharmacy benefits manager:

|

(@) Quantity limit program:

(b) Step therapy program; and

(c) Prior authorization program.
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(2) The evaluation of effectiveness under this subdivision must
include:

(@) The approval and disapproval rates for each
first-line-treatment drug in the prior authorization program:
and

(b) Recommendations to the board addressing how to
improve each of the programs.

An evaluation of and recommendations concerning the refill practices
of the carrier or the pharmacy benefits manager to determine. without
limitation:

|

(1) Whether and to what extent automatic refills are being
dispensed: and

(2) The point in time refills are being dispensed.

Upon the request of the board, the health benefits coverage carrier or
pharmacy benefits manager that provides prescription drug coverage
under the health benefits coverage shall produce. without limitation:

N

a. The prescription drug coverage contract controlling prescription
coverage under this chapter; and

b. Alist of the prior authorization, step therapy, and quantity limit
programs implemented on behalf of the board, identifying, without
limitation, each drug in the program and whether the drug is a first- or
second-line-of-treatment drug or the relevant quantity limit.

3. Annually, the board shall submit and present this audit report to the
legislative audit and fiscal review committee."

Renumber accordingly
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15.8155.02007 Prepared by the Legislative Council staff for
Title. House Appropriations - Government
Operations Division Committee
March 27, 2015

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2022

Page 1, line 2, after the semicolon insert "to amend and reenact subsection 17 of section
54-02-01 and section 54-52-03 of the North Dakota Century Code, relating to the
retirement board;"

Page 2, after line 15, insert:

"SECTION 3. AMENDMENT. Subsection 17 of section 54-52-01 of the North
Dakota Century Code is amended and reenacted as follows:

17. "Retirement board" or "board" means the seven-persons-desighated-by

this-chapteras-the-governing authority fertheretirementsystem-created
under section 54-52-03.

SECTION 4. AMENDMENT. Section 54-52-03 of the North Dakota Century
Code is amended and reenacted as follows:

54-52-03. Governing authority.

A state agency is hereby created to constitute the governing authority of the
system to consist of a board of severnnine persons known as the retirement board. No
more than one elected member of the board may be in the employ of a single
department, institution, or agency of the state or in the employ of a political subdivision.
No employee of the public employees retirement system or the state retirement and
investment office may serve on the board.

1. The maijority leader of the house of representatives or a designee is a
member of the board.

2. The majority leader of the senate or a designee is a member of the board.

3. Two members of the legislative assembly appointed by the chairman of the
legislative management.

4. One member of the board must be appointed by the governor to serve a
term of five years. The appointee must be a North Dakota citizen who is
not a state or political subdivision employee and who by experience is
familiar with money management. The citizen member is chairman of the
board.

2

3

4.5. Three board members must be elected by and from among the active
participating members, members of the retirement plan established under
chapter 54-52.6, members of the retirement plan established under
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chapter 39-03.1, and members of the job service North Dakota retirement
plan. Employees who have terminated their employment for whatever
reason are not eligible to serve as elected members of the board under
this subsection. Board members must be elected to a five-year term
pursuant to an election called by the board. Notice of board elections must
be given to all active participating members. The time spent in performing
duties as a board member may not be charged against any employee's
accumulated annual or any other type of leave.

5:6. One board member must be elected by and from among those persons
who are receiving retirement benefits under this chapter. The board shall
call the election and must give prior notice of the election to the persons
eligible to participate in the election pursuant to this subsection. The board
member shall serve a term of five years.

6-7. The members of the board are entitled to receive one hundred forty-eight
dollars per day compensation and necessary mileage and travel expenses
as provided in sections 44-08-04 and 54-06-09. This is in addition to any
other pay or allowance due the chairman or a member, plus an allowance
for expenses they may incur through service on the board.

#8. Aboard member shall serve a five-year term and until the board member's
successor qualifies. Each board member is entitled to one vote, and
fourfive of the sevennine board members constitute a quorum. FeurFive
votes are necessary for resolution or action by the board at any meeting."

Renumber accordingly
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15.8155.02006
Title.

Fiscal No. 1

Prepared by the Legislative Council staff for
House Appropriations - Government

Operations Division Committee
April 10, 2015

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2022

Page 1, replace line 13 with:

"Salaries and wages $3,772,504 $568,047 $4,340,551"
Page 1, replace line 17 with:
"Total special funds $4,899,369 $514,056 $5,413,425"
Page 1, replace line 23 with:
"Salaries and wages $5,016,339 $1,435,968 $6,452,307"
Page 2, replace line 3 with:
"Total special funds $7,650,450 $1,729,920 $9,380,370"
Page 2, replace line 9 with:
"Grand total special funds $12,549,819 $2,243,976 $14,793,795"
Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:
Senate Bill No. 2022 - Summary of House Action
Base Senate House House
Budget Version Changes Version
Retirement and Investment
Office
Total all funds $4,899,369 $5,427,729 ($14,304) $5,413,425
Less estimated income 4,899,369 5,427,729 (14,304) 5,413,425
General fund $0 $0 $0
Public Employees Retirement
System
Total all funds $7,650,450 $9,407,473 ($27,103) $9,380,370
Less estimated income 7,650,450 9,407,473 (27,103) 9,380,370
General fund $0 $0 $0
Bill total
Total all funds $12,549,819 $14,835,202 ($41,407) $14,793,795
Less estimated income 12,549,819 14,835,202 (41,407) 14,793,795
General fund $0 $0 $0
Senate Bill No. 2022 - Retirement and Investment Office - House Action
Base Senate House House
Budget Version Changes Version
Salaries and wages $3,772,504 $4,354,855 ($14,304) $4,340,551
Operating expenses 973,324 990,874 990,874
Contingencies 82,000 82,000 82,000
Accrued leave payments 71,541
Total all funds $4,899,369 $5,427,729 ($14,304) $5,413,425
Less estimated income 4,899,369 5427729 (14,304) 5,413,425
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General fund

FTE

$0

19.00

$0

19.00

$0
0.00

$0

19.00

Department No. 190 - Retirement and Investment Office - Detail of House Changes

Adjusts
Funding for
Health
Insurance
Premium Total House
Increases' Changes
Salaries and wages ($14,304) ($14,304)
Operating expenses
Contingencies
Accrued leave payments
Total all funds ($14,304) ($14,304)
Less estimated income (14,304) (14,304)
General fund $0 $0
FTE 0.00 0.00

' Funding for employee health insurance premiums is adjusted to reflect the revised premium estimate of

$1,130.22 per month.

Senate Bill No. 2022 - Public Employees Retirement System - House Action

Base Senate House House
Budget Version Changes Version
Salaries and wages $5,016,339 $6,479,410 ($27,103) $6,452,307
Operating expenses 2,280,894 2,678,063 2,678,063
Contingencies 250,000 250,000 250,000
Accrued leave payments 103,217
Total all funds $7,650,450 $9,407,473 ($27,103) $9,380,370
Less estimated income 7,650,450 9,407 473 (27,103) 9,380,370
General fund $0 $0 $0 $0
FTE 33.00 34.50 0.00 34.50

Department No. 192 - Public Employees Retirement System - Detail of House Changes

Adjusts
Funding for
Health
Insurance
Premium Total House
Increases' Changes
Salaries and wages ($27,103) ($27,103)
Operating expenses
Contingencies
Accrued leave payments
Total all funds ($27,103) ($27,103)
Less estimated income (27,103) (27,103)
General fund $0 $0
FTE 0.00 0.00

1 Funding for employee health insurance premiums is adjusted to reflect the revised

premium estimate of $1,130.22 per month.
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15.8155.02009 Prepared by the Legislative Council staff for
Title. Representative Carlson
April 6, 2015

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2022

Page 1, line 2, replace the second "and" with "to limit the use of health insurance program
reserves;"

Page 1, line 2, after "transfers” insert "; and to declare an emergency"
Page 2, after line 15, insert:

"SECTION 3. HEALTH INSURANCE RESERVE FUNDS - LIMITATIONS.
Notwithstanding any other provision of law, for the period beginning with the effective
date of this Act and ending June 30, 2017, the public employees retirement system
board may not spend any monies in the fund created under section 54-52.1-06 or any
other accumulated reserves under the uniform group insurance program for the
purpose of reducing any increase in uniform group insurance premium amounts
beyond the rates used by the sixty-fourth legislative assembly for developing 2015-17
state agency budgets.

SECTION 4. EMERGENCY. Section 3 of this Act is declared to be an
emergency measure."

Renumber accordingly
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15.8155.02013 Prepared by the Legislative Council staff for
Title. Representative Carlson
April 8, 2015

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2022

Page 1, line 2, remove the second "and"

Page 1, line 2, after "transfers" insert "; to amend and reenact section 54-52.1-05 of the North
Dakota Century Code, relating to public employee retirement system contracts for
health insurance benefits coverage; and to provide for application"

Page 2, after line 15, insert:

"SECTION 3. AMENDMENT. Section 54-52.1-05 of the North Dakota Century
Code is amended and reenacted as follows:

54-52.1-05. Provisions of contract - Term of contract.

1. Each uniform group insurance contract entered inte by the board must be
consistent with the provisions of this chapter, must be signed for the state
of North Dakota by the chairman of the board, and must include the
following:

4-a. As many optional coverages as deemed feasible and advantageous
by the board.

2b. Adetailed statement of benefits offered, including maximum
limitations and exclusions, and such other provisions as the board

may deem necessary or desirable.

The term of a uniform group insurance contract for hospital benefits
coverage. medical benefits coverage. or prescription drug coverage may
not exceed two years. A contract subject to this subsection may not be
renewed without solicitation of a bid under section 54-52.1-04.

[N

SECTION 4. APPLICATION. Section 3 of this Act applies to contracts in effect
on and after the effective date of this Act."

Renumber accordingly
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15.8155.02018
Title.

Fiscal No. 2

Prepared by the Legislative Council staff for
House Appropriations - Government

Operations Division Committee
April 13, 2015

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2022

Page 1, line 2, remove the second "and"

Page 1, line 2, after "transfers" insert "; to create and enact a new section to chapter 54-52.1 of
the North Dakota Century Code, relating to the uniform group insurance program and a
report to the legislative audit and fiscal review committee; to amend and reenact
subsection 17 of section 54-02-01 and section 54-52-03 of the North Dakota Century
Code, relating to the retirement board; to amend and reenact section 54-52.1-05 of the
North Dakota Century Code, relating to public employee retirement system contracts
for health insurance benefits coverage; to provide for application; to limit the use of
health insurance program reserves; and to declare an emergency"

Page 1, replace line 13 with:

"Salaries and wages

Page 1, replace line 17 with:

"Total special funds
Page 1, replace line 23 with:
"Salaries and wages

Page 2, replace line 1 with:

"Operating expenses

Page 2, replace lines 3 and 4 with:

"Total special funds
Full-time equivalent positions

Page 2, replace lines 9 and 10 with:

"Grand total special funds
Full-time equivalent positions

Page 2, after line 15, insert:

$3,772,504

$4,899,369

$5,016,339

2,280,894

$7,650,450
33.00

$12,549,819

52.00

$518,047

$464,056

$972,063

377,050

$1,245,896
0.00

$1,709,952
0.00

$4,290,551"

$5,363,425"

$5,988,402"

2,657,944"

$8,896,346
33.00"

$14,259,771
52.00"

"SECTION 3. AMENDMENT. Subsection 17 of section 54-52-01 of the North
Dakota Century Code is amended and reenacted as follows:

17. "Retirement board" or "board" means the sever-persens-desighrated-by

this-ehapteras-the governing authority fertheretirement-system created
under section 54-52-03.

SECTION 4. AMENDMENT. Section 54-52-03 of the North Dakota Century
Code is amended and reenacted as follows:
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54-52-03. Governing authority.

A state agency is hereby created to constitute the governing authority of the
system to consist of a board of severnine persons known as the retirement board. No
more than one elected member of the board may be in the employ of a single
department, institution, or agency of the state or in the employ of a political subdivision.
No employee of the public employees retirement system or the state retirement and
investment office may serve on the board.

1. The majority leader of the house of representatives or a designee is a
member of the board.

N

The majority leader of the senate or a designee is a member of the board.

Two members of the legislative assembly appointed by the chairman of the
legislative management consisting of one member from the majority party
and one member from the minority party are members of the board.

|0

4+4. One member of the board must be appointed by the governor to serve a
term of five years. The appointee must be a North Dakota citizen who is
not a state or political subdivision employee and who by experience is
familiar with money management. The citizen member is chairman of the
board.

4.5. Three board members must be elected by and from among the active
participating members, members of the retirement plan established under
chapter 54-52.6, members of the retirement plan established under
chapter 39-03.1, and members of the job service North Dakota retirement
plan. Employees who have terminated their employment for whatever
reason are not eligible to serve as elected members of the board under
this subsection. Board members must be elected to a five-year term
pursuant to an election called by the board. Notice of board elections must
be given to all active participating members. The time spent in performing
duties as a board member may not be charged against any employee's
accumulated annual or any other type of leave.

8:6. One board member must be elected by and from among those persons
who are receiving retirement benefits under this chapter. The board shall
call the election and must give prior notice of the election to the persons
eligible to participate in the election pursuant to this subsection. The board
member shall serve a term of five years.

6-7. The members of the board are entitled to receive one hundred forty-eight
dollars per day compensation and necessary mileage and travel expenses
as provided in sections 44-08-04 and 54-06-09. This is in addition to any
other pay or allowance due the chairman or a member, plus an allowance
for expenses they may incur through service on the board.
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A board member shall serve a five-year term and until the board member's
successor qualifies. Each board member is entitled to one vote, and
feurfive of the severnine board members constitute a quorum. FeurFive
votes are necessary for resolution or action by the board at any meeting.

SECTION 5. A new section to chapter 54-52.1 of the North Dakota Century
Code is created and enacted as follows:

Health insurance benefits coverage of prescription drug coverage - Audit -

Report to leqislative audit and fiscal review committee.

1.

Annually, the board shall conduct an audit of the prescription drug
coverage under the health benefits coverage. The board shall utilize the
services of a consultant on a contract basis to conduct this audit. In
contracting for the audit services. the board shall ensure the selected
consultant does not have a conflict of interest. The board shall consult with
the state auditor in the selection of a consultant and in the review of the
audit results. The board shall submit and present the audit report to the
legislative audit and fiscal review committee. The audit must include an
evaluation of the following, without limitation:

a. Based on medi-span definitions of "brand drug" and "generic drug",
the average annual brand drug costs and the generic drug costs at
each of the following pharmacy channels:

(1) Retail;
(2) Retail-90; and
(3) Mail

[=

The average annual drug-by-drug costs of each drug dispensed from
specialty drug pharmacies used by the carrier or the pharmacy
benefits manager.

The rebates and other third-party financial benefits passed through to
the board. measured in the aggregate and on a per brand drug
prescription basis, to verify the carrier satisfied the contract's rebate

guarantees.
d. (1) Ata minimum, an evaluation of the effectiveness of the following

programs implemented on behalf of the board by the carrier or
the pharmacy benefits manager:

|©

(@) Quantity limit program:

(b) Step therapy program; and

(c) Prior authorization program.

(2) The evaluation of effectiveness under this subdivision must
include:

(a) The approval and disapproval rates for each
first-line-treatment drug in the prior authorization program:
and
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(b) Recommendations to the board addressing how to
improve each of the programs.

An evaluation of and recommendations concerning the refill practices
of the carrier or the pharmacy benefits manager to determine. without
limitation:

|®

(1) Whether and to what extent automatic refills are being
dispensed: and

(2) The point in time refills are being dispensed.

Upon the request of the board, the health benefits coverage carrier or
pharmacy benefits manager that provides prescription drug coverage
under the health benefits coverage shall produce. without limitation:

a. The prescription drug coverage contract controlling prescription
coverage under this chapter; and

b. Alist of the prior authorization, step therapy, and quantity limit
programs implemented on behalf of the board, identifying, without
limitation, each drug in the program and whether the drug is a first- or
second-line-of-treatment drug or the relevant quantity limit.

The State Auditor's office shall consult with the Public Employees
Retirement System board to hire a consultant to conduct an audit. The
board shall submit and present an annual audit report to the legislative
audit and fiscal review committee.

SECTION 6. AMENDMENT. Section 54-52.1-05 of the North Dakota Century
Code is amended and reenacted as follows:

54-52.1-05. Provisions of contract - Term of contract.

1

+

2

[

Each uniform group insurance contract entered into by the board must be
consistent with the provisions of this chapter, must be signed for the state
of North Dakota by the chairman of the board, and must include the
following:

a. As many optional coverages as deemed feasible and advantageous
by the board.

b. Adetailed statement of benefits offered, including maximum
limitations and exclusions, and such other provisions as the board
may deem necessary or desirable.

The term of a uniform group insurance contract for hospital benefits
coverage, medical benefits coverage, or prescription drug coverage may
not exceed two years. A contract subject to this subsection may not be
renewed without solicitation of a bid under section 54-52.1-04.

SECTION 7. HEALTH INSURANCE RESERVE FUNDS - LIMITATIONS.
Notwithstanding any other provision of law, for the period beginning with the effective
date of this Act and ending June 30, 2017, the public employees retirement system
board may not spend any moneys in the fund created under section 54-52.1-06 or any
other accumulated reserves under the uniform group insurance program for the
purpose of reducing any increase in uniform group insurance premium amounts
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beyond the rates used by the sixty-fourth legislative assembly for developing 2015-17

state agency budgets.

SECTION 8. EMERGENCY. Section 7 of this Act is declared to be an

emergency measure."

Renumber accordingly

STATEMENT OF PURPOSE OF AMENDMENT:

Senate Bill No. 2022 - Summary of House Action

Base Senate House House
Budget Version Changes Version
Retirement and Investment
Office
Total all funds $4,899,369 $5,427,729 ($64,304) $5,363,425
Less estimated income 4,899,369 5,427,729 (64,304) 5,363,425
General fund $0 $0 $0 $0
Public Employees Retirement
System
Total all funds $7,650,450 $9,407 473 ($511,127) $8,896,346
Less estimated income 7,650,450 9,407,473 (511,127) 8,896,346
General fund $0 $0 $0 $0
Bill total
Total all funds $12,549,819 $14,835,202 ($575,431) $14,259,771
Less estimated income 12,549,819 14,835,202 (575,431) 14,259,771
General fund $0 $0 $0 $0
Senate Bill No. 2022 - Retirement and Investment Office - House Action
Base Senate House House
Budget Version Changes Version
Salaries and wages $3,772,504 $4,354,855 ($64,304) $4,290,551
Operating expenses 973,324 990,874 990,874
Contingencies 82,000 82,000 82,000
Accrued leave payments 71,541
Total all funds $4,899,369 $5,427,729 ($64,304) $5,363,425
Less estimated income 4,899,369 5,427,729 (64,304) 5,363,425
General fund $0 $0 $0 $0
FTE 19.00 19.00 0.00 19.00

Department No. 190 - Retirement and Investment Office - Detail of House Changes

Adjusts
Funding for
Health Removes
Insurance Employee Base
Premium Level Salary Total House
Increases' Adjustment? Changes
Salaries and wages ($14,304) ($50,000) ($64,304)
Operating expenses
Contingencies
Accrued leave payments
Total all funds ($14,304) ($50,000) ($64,304)
Less estimated income (14,304) (50,000) (64,304)
General fund $0 $0 $0
FTE 0.00 0.00 0.00

' Funding for employee health insurance premiums is adjusted to reflect the revised premium estimate of
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$1,130.22 per month.

2 Removes funding provided for additional salary adjustments to increase the agency's compensation
ratio from 94.6 to 97 percent of the market policy points for employees.

Senate Bill No. 2022 - Public Employees Retirement System - House Action

Base Senate House House
Budget Version Changes Version
Salaries and wages $5,016,339 $6,479,410 ($491,008) $5,988,402
Operating expenses 2,280,894 2,678,063 (20,119) 2,657,944
Contingencies 250,000 250,000 250,000
Accrued leave payments 103,217
Total all funds $7,650,450 $9,407,473 ($511,127) $8,896,346
Less estimated income 7,650,450 9,407,473 (511,127) 8,896,346
General fund $0 $0 $0 $0
FTE 33.00 34.50 (1.50) 33.00

Department No. 192 - Public Employees Retirement System - Detail of House Changes

Adjusts
Funding for Removes
Health Salary Increase  Removes Chief Removes
Insurance Funding for Financial Benefits Reduces
Premium New FTE Officer FTE Support Temporary Total House
Increases’ Removed® Position® Position* Salaries® Changes
Salaries and wages ($32,450) ($11,262) ($195,950) ($51,346) ($200,000) ($491,008)
Operating expenses (20,119) (20,119)
Contingencies
Accrued leave payments
Total all funds ($32,450) ($11,262) ($216,069) ($51,346) ($200,000) ($511,127)
Less estimated income (32,450) (11,262) (216,069) (51,346) (200,000) (511,127)
General fund $0 $0 $0 $0 $0 $0
FTE 0.00 0.00 (1.00) (0.50) 0.00 (1.50)

' Funding for employee health insurance premiums is adjusted to reflect the revised premium estimate of
$1,130.22 per month.

2 Funding for employee performance salary increases is adjusted to reflect the 1.5 FTE positions which
are being removed.

3 Funding is removed for 1 FTE Chief Financial Officer position.
4 Funding is removed for 1 FTE benefits support position.

5 Funding is reduced for additional temporary support.

This amendment also:

» Adds sections creating a section to North Dakota Century Code Section 54-52-01 and amending
Section 54-52-03, relating to changing the retirement board membership from 7 members to 9,
which includes adding the Majority Leader of the House of Representatives, the Majority Leader
of the Senate, and 2 members of the Legislative Assembly appointed by the Chairman of the
Legislative Management. In addition, this section removes the member appointed by the
Attorney General and the member appointed by the State Health Officer.

+ Adds a new section to Chapter 54-52.1, relating to a health insurance prescription drug coverage
audit, and reporting to the Legislative Audit and Fiscal Review Committee.

* Adds a section to amend Section 54-52.1-05, relating to changing a provision of the health
insurance benefits coverage to requiring a contract not to exceed two years.

* Adds a section limiting the use of health insurance program reserves.
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15.8155.02020 Prepared by the Legislative Council staff for
Title. Representative Skarphol
April 14, 2015

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2022
Page 1, line 2, remove the second "and"

Page 1, line 2, after "transfers" insert "; and to create and enact a new section to chapter
54-52.1 of the North Dakota Century Code, relating to the uniform group insurance
program and a report to the legislative audit and fiscal review committee"

Page 2, after line 15, insert:

"SECTION 3. A new section to chapter 54-52.1 of the North Dakota Century
Code is created and enacted as follows:

Health insurance benefits coverage of prescription drug coverage -
Analysis - Report to legislative audit and fiscal review committee.

1. Atleast once every two vears. the board shall request the state auditor to
select a firm to complete a financial and health care analysis of the
prescription drug coverage under the health benefits coverage. This may
not be construed to require the firm to be a certified public accounting firm.

In contracting for the analysis, the state auditor shall consider input from
the board regarding the scope of the evaluation and the review of the
proposals. The analysis must include a review of the following, without
limitation:

a. Based on medi-span definitions of "brand drug" and "generic drug",
the average annual brand drug costs and the generic drug costs at
each of the following pharmacy channels:

(1) Retail;
(2) Retail-90: and
(3) Mail.

i

The average annual drug-by-drug costs of each drug dispensed from

specialty drug pharmacies used by the carrier or the pharmacy
benefits manager.

The rebates and other third-party financial benefits passed through to

|©

the board. measured in the aggregate and on a per brand drug
prescription basis, to verify the carrier satisfied the contract's rebate

uarantees.

d. (1) Ata minimum, an evaluation of the effectiveness of the following

programs implemented on behalf of the board by the carrier or
the pharmacy benefits manager:

(@) Quantity limit program;

(b) Step therapy program; and

(c) Prior authorization program.
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(2) The evaluation of effectiveness under this subdivision must
include:

(@) The approval and disapproval rates for each
first-line-treatment drug in the prior authorization program:

and

(b) Recommendations to the board addressing how to
improve each of the programs.

An evaluation of and recommendations concerning the refill practices
of the carrier or the pharmacy benefits manager to determine. without

limitation:

|

(1) Whether and to what extent automatic refills are being
dispensed: and

(2) The point in time refills are being dispensed.

Upon the request of the board, the health benefits coverage carrier or
pharmacy benefits manager that provides prescription drug coverage
under the health benefits coverage shall produce. without limitation:

N

a. The prescription drug coverage contract controlling prescription
coverage under this chapter; and

b. Alist of the prior authorization, step therapy, and quantity limit
programs implemented on behalf of the board, identifying, without
limitation, each drug in the program and whether the drug is a first- or
second-line-of-treatment drug or the relevant quantity limit.

3. The board shall submit and present this report to the legislative audit and
fiscal review committee."

Renumber accordingly
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15.8155.02023 Prepared by the Legislative Council staff for ’
Title.03000 House Appropriations Committee {
Fiscal No. 3 April 24, 2015

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2022
Page 1, line 2, remove the second "and"

Page 1, line 2, after "transfers" insert "; to create and enact a new section to chapter 54-52.1 of
the North Dakota Century Code, relating to uniform group insurance program benefits
coverage contract requirements, prescription drug coverage audits, and a report to the
legislative audit and fiscal review committee; to amend and reenact subsection 17 of
section 54-02-01 and section 54-52-03 of the North Dakota Century Code, relating to
the retirement board and section 54-52.1-05 of the North Dakota Century Code,
relating to public employee retirement system contracts for health insurance benefits
coverage; to provide a statement of legislative intent; to provide for application; to limit
the use of health insurance program reserves; and to declare an emergency"

Page 1, replace line 13 with:

"Salaries and wages $3,772,504 $568,047 $4,340,551"
Page 1, replace line 17 with:

"Total special funds $4,899,369 $514,056 $5,413,425"
Page 1, replace line 23 with:

"Salaries and wages $5,016,339 $972,063 $5,988,402"
Page 2, replace line 1 with:

"Operating expenses 2,280,894 377,050 2,657,944"
Page 2, replace lines 3 and 4 with:

"Total special funds $7,650,450 $1,245,896 $8,896,346
Full-time equivalent positions 33.00 0.00 33.00"
Page 2, replace lines 9 and 10 with:

"Grand total special funds $12,549,819 $1,759,952 $14,309,771
Full-time equivalent positions 52.00 0.00 52.00"

Page 2, after line 15, insert:

"SECTION 3. AMENDMENT. Subsection 17 of section 54-52-01 of the North
Dakota Century Code is amended and reenacted as follows:

17. "Retirement board" or "board" means the seven-persons-designated-by

this-chapter-as-the governing authority fertheretirement-system created
under section 54-52-03.

SECTION 4. AMENDMENT. Section 54-52-03 of the North Dakota Century
Code is amended and reenacted as follows:
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54-52-03. Governing authority.

A state agency is hereby created to constitute the governing authority of the
system to consist of a board of severnine persons known as the retirement board. No
more than one elected member of the board may be in the employ of a single
department, institution, or agency of the state or in the employ of a political subdivision.
No employee of the public employees retirement system or the state retirement and
investment office may serve on the board.

I~

o

oo

The majority leader of the house of representatives or a designee is a
member of the board.

The majority leader of the senate or a designee is a member of the board.

Two members of the legislative assembly appointed by the chairman of the

legislative management consisting of one member from the majority party
and one member from the minority party are members of the board.

One member of the board must be appointed by the governor to serve a
term of five years. The appointee must be a North Dakota citizen who is
not a state or political subdivision employee and who by experience is
familiar with money management. The citizen member is chairman of the
board.

Three board members must be elected by and from among the active
participating members, members of the retirement plan established under
chapter 54-52.6, members of the retirement plan established under
chapter 39-03.1, and members of the job service North Dakota retirement
plan. Employees who have terminated their employment for whatever
reason are not eligible to serve as elected members of the board under
this subsection. Board members must be elected to a five-year term
pursuant to an election called by the board. Notice of board elections must
be given to all active participating members. The time spent in performing
duties as a board member may not be charged against any employee's
accumulated annual or any other type of leave.

One board member must be elected by and from among those persons
who are receiving retirement benefits under this chapter. The board shall
call the election and must give prior notice of the election to the persons
eligible to participate in the election pursuant to this subsection. The board
member shall serve a term of five years.

The members of the board are entitled to receive one hundred forty-eight
dollars per day compensation and necessary mileage and travel expenses
as provided in sections 44-08-04 and 54-06-09. This is in addition to any
other pay or allowance due the chairman or a member, plus an allowance
for expenses they may incur through service on the board.
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A board member shall serve a five-year term and until the board member's
successor qualifies. Each board member is entitled to one vote, and
fourfive of the sevennine board members constitute a quorum. FeurFive
votes are necessary for resolution or action by the board at any meeting.

SECTION 5. A new section to chapter 54-52.1 of the North Dakota Century
Code is created and enacted as follows:

Health insurance benefits coverage of prescription drug coverage -

Analysis - Report to legislative audit and fiscal review committee.

il

At least once every two years, the board shall request the state auditor to
select a firm to complete a financial and health care analysis of the
prescription drug coverage under the health benefits coverage. This may
not be construed to require the firm to be a certified public accounting firm.
In_contracting for the analysis, the state auditor shall consider input from
the board regarding the scope of the evaluation and the review of the
proposals. The analysis must include a review of the following, without
limitation:

a. Based on medi-span definitions of "brand drug" and "generic drug",
the average annual brand drug costs and the generic drug costs at
each of the following pharmacy channels:

(1) Retail;
(2) Retail-90; and
(3) Mail.

The average annual drug-by-drug costs of each drug dispensed from
specialty drug pharmacies used by the carrier or the pharmacy
benefits manager.

s

The rebates and other third-party financial benefits passed through to
the board, measured in the aggregate and on a per brand drug
prescription basis, to verify the carrier satisfied the contract's rebate

guarantees.

d. (1) Ata minimum, an evaluation of the effectiveness of the following

|

programs implemented on behalf of the board by the carrier or
the pharmacy benefits manager:

(@) Quantity limit program;

(b) Step therapy program; and

(c) Prior authorization program.

(2) The evaluation of effectiveness under this subdivision must
include:

(a) The approval and disapproval rates for each
first-line-treatment drug in the prior authorization program;
and

(b) Recommendations to the board addressing how to
improve each of the programs.
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e. An evaluation of and recommendations concerning the refill practices
of the carrier or the pharmacy benefits manager to determine, without

limitation:

(1) Whether and to what extent automatic refills are being
dispensed; and

(2) The point in time refills are being dispensed.

Upon the request of the board, the health benefits coverage carrier or
pharmacy benefits manager that provides prescription drug coverage
under the health benefits coverage shall produce, without limitation:

a. The prescription drug coverage contract controlling prescription
coverage under this chapter; and

b. Alist of the prior authorization, step therapy, and quantity limit
programs implemented on behalf of the board, identifying, without
limitation, each drug in the program and whether the drug is a first- or
second-line-of-treatment drug or the relevant quantity limit.

The board shall submit and present this report to the leqgislative audit and
fiscal review committee.

SECTION 6. AMENDMENT. Section 54-52.1-05 of the North Dakota Century
Code is amended and reenacted as follows:

54-52.1-05. Provisions of contract - Term of contract.

i

+
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Each uniform group insurance contract entered into by the board must be
consistent with the provisions of this chapter, must be signed for the state
of North Dakota by the chairman of the board, and must include the
following:

a. As many optional coverages as deemed feasible and advantageous
by the board.

b. Adetailed statement of benefits offered, including maximum
limitations and exclusions, and such other provisions as the board
may deem necessary or desirable.

The term of a uniform group insurance contract for hospital benefits
coverage, medical benefits coverage, or prescription drug coverage may
not exceed two years. A contract subject to this subsection may not be
renewed without solicitation of a bid under section 54-52.1-04.

SECTION 7. Section 54-52.1-05.1 of the North Dakota Century Code is created
and enacted as follows:

54-52.1-05.1. Provisions of health insurance benefits coverage.

3

The board contract for health insurance benefits coverage under this
chapter must provide that for the duration of the term of that contract
except as necessary for treatment, payment, and operations, the carrier
may not disclose identifiable or unidentifiable insured or provider data or
information with a related or unrelated health care delivery entity.
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If the board enters a contract for health insurance benefits coverage under
this chapter with a carrier that has common ownership with a health care
delivery entity, for purposes of the carrier's negotiated provider discount
rates with in-state providers:

a. For a provider that is a critical access hospital that does not have
common ownership with the carrier, the negotiated provider discount
rates may not be less than the negotiated provider discount rates the
carrier has with the related health care delivery entity that is a critical
access hospital.

=

For a provider that is not a critical access hospital and that does not
have common ownership with the carrier, the negotiated provider
discount rates may not be less than the negotiated provider discount
rates the carrier has with the related health care delivery entity that is
not a critical access hospital.

SECTION 8. UNIFORM GROUP INSURANCE PROGRAM HEALTH
INSURANCE BENEFITS - LEGISLATIVE INTENT. During the period beginning with
the effective date of this Act through June 30, 2015, if the public employees retirement
system board determines it is necessary to rebid the uniform group insurance program
health insurance benefits contract, the carrier providing coverage at the time of that
determination may continue under the existing contract until a new contract is finalized,
but not to exceed nine months beyond the date the board makes that determination.

SECTION 9. HEALTH INSURANCE RESERVE FUNDS - LIMITATIONS.
Notwithstanding any other provision of law, for the period beginning with the effective
date of this Act and ending June 30, 2017, the public employees retirement system
board may not spend any moneys in the fund created under section 54-52.1-06 or any
other accumulated reserves under the uniform group insurance program for the
purpose of reducing any increase in uniform group insurance premium amounts
beyond the rates used by the sixty-fourth legislative assembly for developing 2015-17
state agency budgets.

SECTION 10. EMERGENCY. Sections 7, 8, and 9 of this Act are declared to be
an emergency measure."

Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:
Senate Bill No. 2022 - Summary of House Action

Base Senate House House
Budget Version Changes Version
Retirement and Investment
Office
Total all funds $4,899,369 $5,427,729 ($14,304) $5,413,425
Less estimated income 4,899,369 5,427,729 (14,304) 5,413,425
General fund $0 $0 $0 $0
Public Employees Retirement
System
Total all funds $7,650,450 $9,407,473 ($511,127) $8,896,346
Less estimated income 7,650,450 9,407 473 (511,127) 8,896,346
General fund $0 $0 $0 $0
Bill total
Total all funds $12,549,819 $14,835,202 ($525,431) $14,309,771
Less estimated income 12,549,819 14,835,202 (525,431 14,309,771
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General fund

Salaries and wages
Operating expenses
Contingencies

Accrued leave payments

Total all funds
Less estimated income

General fund

FIE

50 o [ §0] $0
Senate Bill No. 2022 - Retirement and Investment Office - House Action
Base Senate House House
Budget Version Changes Version
$3,772,504 $4,354,855 ($14,304) $4,340,551
973,324 990,874 990,874
82,000 82,000 82,000
71,541
$4,899,369 $5,427,729 ($14,304) $5,413,425
4,899,369 5,427,729 (14,304) 5,413,425
$0 $0 $0 $0
19.00 19.00 0.00 19.00

Department No. 190 - Retirement and Investment Office - Detail of House Changes

Salaries and wages
Operating expenses
Contingencies

Accrued leave payments

Total all funds
Less estimated income

General fund

FTE

' Funding for employee health insurance premiums is adjusted to reflect the revised premium estimate of

$1,130.22 per month.

Adjusts
Funding for
Health
Insurance
Premium Total House
Increases’ Changes
($14,304) ($14,304)
($14,304) ($14,304)
(14,304) (14,304)
$0 $0
0.00 0.00

Senate Bill No. 2022 - Public Employees Retirement System - House Action

Salaries and wages
Operating expenses
Contingencies

Accrued leave payments

Total all funds
Less estimated income

General fund

FTE

Base Senate House House

Budget Version Changes Version
$5,016,339 $6,479,410 ($491,008) $5,988,402
2,280,894 2,678,063 (20,119) 2,657,944
250,000 250,000 250,000

103,217

$7,650,450 $9,407 473 ($511,127) $8,896,346
7,650,450 9,407 473 (511,127) 8,896,346
$0 $0 $0 $0
33.00 34.50 (1.50) 33.00

Department No. 192 - Public Employees Retirement System - Detail of House Changes

Salaries and wages
Operating expenses
Contingencies

Accrued leave payments

Adjusts
Funding for Removes
Health Salary Increase  Removes Chief Removes
Insurance Funding for Financial Benefits Reduces
Premium New FTE Officer FTE Support Temporary Total House
Increases' Removed? Position® Position* Salaries® Changes
($32,450) ($11,262) ($195,950) ($51,346) ($200,000) ($491,008)
(20,119) (20,119)
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Total all funds (§32,450) ($11,262) ($216,069) (§51,346) ($200,000) ($511,127)
Less estimated income (32,450) (11,262) (216,069) (51,346) (200,000) (511,127)
General fund $0 $0 $0 $0 $0 $0
FTE 0.00 0.00 (1.00) (0.50) 0.00 (1.50)

' Funding for employee health insurance premiums is adjusted to reflect the revised premium estimate of
$1,130.22 per month.

2 Funding for employee performance salary increases is adjusted to reflect the 1.5 FTE positions which
are being removed.

3 Funding is removed for 1 chief financial officer FTE position.

* Funding is removed for 1 benefits support FTE position.

® Funding is reduced for additional temporary support.

This amendment also:

Adds sections to amend North Dakota Century Code Sections 54-52-01 and 54-52-03 to
increase retirement board membership from 7 members to 9 members; add the Majority Leader
of the House of Representatives, the Majority Leader of the Senate, and two members of the
Legislative Assembly appointed by the Chairman of the Legislative Management; and remove
members appointed by the Attorney General and the State Health Officer.

Adds a section to create a new section to Chapter 54-52.1, relating to a health insurance
prescription drug coverage audit, and reporting to the Legislative Audit and Fiscal Review
Committee.

Adds a section to amend Section 54-52.1-05, relating to provisions of the health insurance
benefits coverage to require a contract may not exceed two years.

Adds a section to amend Section 54-52.1-05.1, related to uniform group insurance program
benefits coverage.

Adds a section limiting the use of health insurance program reserves.

Adds a section of legislative intent relating to the extension of the existing health insurance
benefits contract if the uniform group insurance program contract is rebid.

Provides amendments related to uniform group insurance program benefits coverage and health
insurance program reserve limitations are emergency measures.
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Roll Call Vote # [ '

2015 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. <./3 20 2- o

House Appropriations - Government Operations Divison Committee

(0 Subcommittee

Amendment LC# or Description: /5 8 l Sg 03\[ L{

Recommendation: yj Adopt Amendment
[0 Do Pass [0 Do Not Pass O Without Committee Recommendation

[J As Amended [J Rerefer to Appropriations
(] Place on Consent Calendar
Other Actions: [J Reconsider O
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Representatives Yes | No Representatives Yes | No
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REPORT OF STANDING COMMITTEE
SB 2022, as engrossed: Appropriations Committee (Rep.Delzer, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (18 YEAS, 3 NAYS, 2 ABSENT AND NOT VOTING). Engrossed SB 2022
was placed on the Sixth order on the calendar.

Page 1, line 2, remove the second "and"

Page 1, line 2, after "transfers" insert "; to create and enact a new section to chapter 54-52.1
of the North Dakota Century Code, relating to uniform group insurance program
benefits coverage contract requirements, prescription drug coverage audits, and a
report to the legislative audit and fiscal review committee; to amend and reenact
subsection 17 of section 54-02-01 and section 54-52-03 of the North Dakota Century
Code, relating to the retirement board and section 54-52.1-05 of the North Dakota
Century Code, relating to public employee retirement system contracts for health
insurance benefits coverage; to provide a statement of legislative intent; to provide
for application; to limit the use of health insurance program reserves; and to declare
an emergency"

Page 1, replace line 13 with:

"Salaries and wages $3,772,504 $568,047 $4,340,551"
Page 1, replace line 17 with:

"Total special funds $4,899,369 $514,056 $5,413,425"
Page 1, replace line 23 with:

"Salaries and wages $5,016,339 $972,063 $5,988,402"
Page 2, replace line 1 with:

"Operating expenses 2,280,894 377,050 2,657,944"
Page 2, replace lines 3 and 4 with:

"Total special funds $7,650,450 $1,245,896 $8,896,346
Full-time equivalent positions 33.00 0.00 33.00"

Page 2, replace lines 9 and 10 with:

"Grand total special funds $12,549,819 $1,759,952 $14,309,771
Full-time equivalent positions 52.00 0.00 52.00"

Page 2, after line 15, insert:

"SECTION 3. AMENDMENT. Subsection 17 of section 54-52-01 of the North
Dakota Century Code is amended and reenacted as follows:

17. "R_etirement board" or "board" means the seven-persons-desighated-by

this-chapteras-the governing authority forthe-retirement-system created
under section 54-52-03.

SECTION 4. AMENDMENT. Section 54-52-03 of the North Dakota Century
Code is amended and reenacted as follows:

54-52-03. Governing authority.
A state agency is hereby created to constitute the governing authority of the

system to consist of a board of severnine persons known as the retirement board.

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_75_002
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No more than one elected member of the board may be in the employ of a single
department, institution, or agency of the state or in the employ of a political
subdivision. No employee of the public employees retirement system or the state
retirement and investment office may serve on the board.

1.

2.

|

The maijority leader of the house of representatives or a designee is a
member of the board.

The majority leader of the senate or a designee is a member of the
board.

Two members of the legislative assembly appointed by the chairman of
the legislative management consisting of one member from the majority
party and one member from the minority party are members of the board.

One member of the board must be appointed by the governor to serve a
term of five years. The appointee must be a North Dakota citizen who is
not a state or political subdivision employee and who by experience is
familiar with money management. The citizen member is chairman of the
board.

Three board members must be elected by and from among the active
participating members, members of the retirement plan established under
chapter 54-52.6, members of the retirement plan established under
chapter 39-03.1, and members of the job service North Dakota retirement
plan. Employees who have terminated their employment for whatever
reason are not eligible to serve as elected members of the board under
this subsection. Board members must be elected to a five-year term
pursuant to an election called by the board. Notice of board elections
must be given to all active participating members. The time spentin
performing duties as a board member may not be charged against any
employee's accumulated annual or any other type of leave.

One board member must be elected by and from among those persons
who are receiving retirement benefits under this chapter. The board shall
call the election and must give prior notice of the election to the persons
eligible to participate in the election pursuant to this subsection. The
board member shall serve a term of five years.

The members of the board are entitled to receive one hundred forty-eight
dollars per day compensation and necessary mileage and travel
expenses as provided in sections 44-08-04 and 54-06-09. This is in
addition to any other pay or allowance due the chairman or a member,
plus an allowance for expenses they may incur through service on the
board.

A board member shall serve a five-year term and until the board
member's successor qualifies. Each board member is entitled to one
vote, and feurfive of the sevennine board members constitute a quorum.
FourFive votes are necessary for resolution or action by the board at any
meeting.

SECTION 5. A new section to chapter 54-52.1 of the North Dakota Century
Code is created and enacted as follows:
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Health insurance benefits coverage of prescription drug coverage -

Analysis - Report to legislative audit and fiscal review committee.

1. Atleast once every two years, the board shall request the state auditor to

select a firm to complete a financial and health care analysis of the

prescription drug coverage under the health benefits coverage. This may

not be construed to require the firm to be a certified public accounting

firm. In contracting for the analysis, the state auditor shall consider input

from the board regarding the scope of the evaluation and the review of

the proposals. The analysis must include a review of the following,

without limitation:

g

i

|©

|

|

(1) DESK (3) COMMITTEE

Based on medi-span definitions of "brand drug" and "generic drug",

the average annual brand drug costs and the generic drug costs at

each of the following pharmacy channels:

(1)
)
(3)

Retail;

Retail-90; and

Mail

The average annual drug-by-drug costs of each drug dispensed from

specialty drug pharmacies used by the carrier or the pharmacy

benefits manager.

The rebates and other third-party financial benefits passed through

to the board, measured in the aggregate and on a per brand drug

prescription basis, to verify the carrier satisfied the contract's rebate

quarantees.

M

At a minimum, an evaluation of the effectiveness of the
following programs implemented on behalf of the board by the
carrier or the pharmacy benefits manager:

(a) Quantity limit program;

(b) Step therapy program; and

(c) Prior authorization program.

The evaluation of effectiveness under this subdivision must
include:

(a) The approval and disapproval rates for each
first-line-treatment drug in the prior authorization

program; and

(b) Recommendations to the board addressing how to
improve each of the programs.

An evaluation of and recommendations concerning the refill

practices of the carrier or the pharmacy benefits manager to

determine, without limitation:

(b}

(2)

Whether and to what extent automatic refills are being
dispensed; and

The point in time refills are being dispensed.

Page 3 h_stcomrep_75_002
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Upon the request of the board, the health benefits coverage carrier or
pharmacy benefits manager that provides prescription drug coverage
under the health benefits coverage shall produce, without limitation:

a. The prescription drug coverage contract controlling prescription
coverage under this chapter; and

b. Alist of the prior authorization, step therapy, and quantity limit
programs implemented on behalf of the board, identifying, without
limitation, each drug in the program and whether the drug is a first-
or second-line-of-treatment drug or the relevant quantity limit.

The board shall submit and present this report to the legislative audit and
fiscal review committee.

SECTION 6. AMENDMENT. Section 54-52.1-05 of the North Dakota Century
Code is amended and reenacted as follows:

54-52.1-05. Provisions of contract - Term of contract.

1.

™

Each uniform group insurance contract entered into by the board must be
consistent with the provisions of this chapter, must be signed for the state
of North Dakota by the chairman of the board, and must include the
following:

a. As many optional coverages as deemed feasible and advantageous
by the board.

b. Adetailed statement of benefits offered, including maximum
limitations and exclusions, and such other provisions as the board

may deem necessary or desirable.

The term of a uniform group insurance contract for hospital benefits
coverage, medical benefits coverage, or prescription drug coverage may
not exceed two years. A contract subject to this subsection may not be
renewed without solicitation of a bid under section 54-52.1-04.

SECTION 7. Section 54-52.1-05.1 of the North Dakota Century Code is
created and enacted as follows:

54-52.1-05.1. Provisions of health insurance benefits coverage.

1

[

The board contract for health insurance benefits coverage under this
chapter must provide that for the duration of the term of that contract
except as necessary for treatment, payment, and operations, the carrier
may not disclose identifiable or unidentifiable insured or provider data or
information with a related or unrelated health care delivery entity.

If the board enters a contract for health insurance benefits coverage
under this chapter with a carrier that has common ownership with a
health care delivery entity, for purposes of the carrier's negotiated
provider discount rates with in-state providers:

a. For aprovider that is a critical access hospital that does not have
common ownership with the carrier, the negotiated provider discount
rates may not be less than the negotiated provider discount rates the
carrier has with the related health care delivery entity that is a critical

access hospital.

For a provider that is not a critical access hospital and that does not
have common ownership with the carrier, the negotiated provider

e
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discount rates may not be less than the negotiated provider discount
rates the carrier has with the related health care delivery entity that is
not a critical access hospital.

SECTION 8. UNIFORM GROUP INSURANCE PROGRAM HEALTH
INSURANCE BENEFITS - LEGISLATIVE INTENT. During the period beginning with
the effective date of this Act through June 30, 2015, if the public employees
retirement system board determines it is necessary to rebid the uniform group
insurance program health insurance benefits contract, the carrier providing coverage
at the time of that determination may continue under the existing contract until a new
contract is finalized, but not to exceed nine months beyond the date the board
makes that determination.

SECTION 9. HEALTH INSURANCE RESERVE FUNDS - LIMITATIONS.
Notwithstanding any other provision of law, for the period beginning with the effective
date of this Act and ending June 30, 2017, the public employees retirement system
board may not spend any moneys in the fund created under section 54-52.1-06 or
any other accumulated reserves under the uniform group insurance program for the
purpose of reducing any increase in uniform group insurance premium amounts
beyond the rates used by the sixty-fourth legislative assembly for developing
2015-17 state agency budgets.

SECTION 10. EMERGENCY. Sections 7, 8, and 9 of this Act are declared to
be an emergency measure."

Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:

Senate Bill No. 2022 - Summary of House Action

Base Senate ’ House ’ House
Budget Version Changes Version
Retirement and Investment
Office
Total all funds $4,899,369 $5,427,729 ($14,304) $5,413,425
Less estimated income 4,899,369 5,427,729 (14,304) 5,413,425
General fund $0 $0 $0 $0
Public Employees Retirement
System
Total all funds $7,650,450 $9,407,473 ($511,127) $8,896,346
Less estimated income 7,650,450 9407473 |  (511,127) 8,896,346
General fund $0 $0 $0 $0
Bill total
Total all funds $12,549,819 $14,835,202 ($525,431) $14,309,771
Less estimated income 12549819 14835202 | 7(525,43% B 14,309,771
General fund $0 0 | 80| $0

Senate Bill No. 2022 - Retirement and Investment Office - House Action

Base Senate ] House House
Budget Version Changes Version
Salaries and wages $3,772,504 $4,354,855 ($14,304) | $4,340,551
Operating expenses 973,324 990,874 990,874
Contingencies 82,000 82,000 82,000
Accrued leave payments ) 71,541
Total all funds $4,899,369 $5,427,729 ($14,304) $5,413,425
Less estimated income . 4,899,369 5,427,729 (14,304) 5,413,425
General fund $0 $0 $0 $0
FTE 19.00 1900 [ 000 19.00

Department No. 190 - Retirement and Investment Office - Detail of House Changes
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Salaries and wages
Operating expenses
Contingencies

Accrued leave payments

Total all funds
Less estimated income

General fund

FTE

Adjusts
Funding for
Health
Insurance
Premium Total House
Increases' Changes
($14,304) ($14,304)
($14,304) ($14,304)
(14,304) (14,304)
$0 $0
0.00 0.00
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" Funding for employee health insurance premiums is adjusted to reflect the revised
premium estimate of $1,130.22 per month.

Senate Bill No. 2022 - Public Employees Retirement System - House Action

Salaries and wages
Operating expenses
Contingencies

Accrued leave payments

Total all funds
Less estimated income

General fund

FTE

Base Senate House House

Budget Version Changes Version
$5,016,339 $6,479,410 ($491,008) $5,988,402
2,280,894 2,678,063 (20,119) 2,657,944
250,000 250,000 250,000
103,217 - I
$7,650,450 $9,407,473 ($511,127) $8,896,346
7,650,450 9407473 |  (511,127)) 8,896,346
$0 $0 $0 $0
33.00 us0 | (150 33.00

Department No. 192 - Public Employees Retirement System - Detail of House Changes

Salaries and wages
Operating expenses
Contingencies

Accrued leave payments

Total all funds
Less estimated income

General fund

FTE

Adjusts Funding
for Health Removes Salary
Insurance Increase Removes Chief Removes Reduces
Premium Funding for New Financial Officer Benefits Support Temporary Total House
Increases' FTE Removed’  FTE Position® Position* Salaries® Changes
($32,450) ($11,262) ($195,950) ($51,346) ($200,000) ($491,008)
(20,119) (20,119)
($32,450) ($11,262) ($216,069) ($51,346) ($200,000) ($511,127)
(32,450) (11,262) (216,069) (51,346) (200,000) |  (511,127)
$0 $0 $0 $0 $0 $0
0.00 0.00 (1.00) (0.50) 0.00 (1.50)

' Funding for employee health insurance premiums is adjusted to reflect the revised
premium estimate of $1,130.22 per month.

2 Funding for employee performance salary increases is adjusted to reflect the 1.5 FTE
positions which are being removed.

3 Funding is removed for 1 chief financial officer FTE position.

* Funding is removed for 1 benefits support FTE position.

® Funding is reduced for additional temporary support.

This amendment also:
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* Adds sections to amend North Dakota Century Code Sections 54-52-01 and 54-52-
03 to increase retirement board membership from 7 members to 9 members; add
the Majority Leader of the House of Representatives, the Majority Leader of the
Senate, and two members of the Legislative Assembly appointed by the Chairman of
the Legislative Management; and remove members appointed by the Attorney
General and the State Health Officer.

* Adds a section to create a new section to Chapter 54-52.1, relating to a health
insurance prescription drug coverage audit, and reporting to the Legislative Audit
and Fiscal Review Committee.

* Adds a section to amend Section 54-52.1-05, relating to provisions of the health
insurance benefits coverage to require a contract may not exceed two years.

* Adds a section to amend Section 54-52.1-05.1, related to uniform group insurance
program benefits coverage.

* Adds a section limiting the use of health insurance program reserves.

* Adds a section of legislative intent relating to the extension of the existing health
insurance benefits contract if the uniform group insurance program contract is rebid.

* Provides amendments related to uniform group insurance program benefits
coverage and health insurance program reserve limitations are emergency
measures.
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Explanation or reason for introduction of biII/resZIution:

A Conference Committee Hearing on PERS (1% Hearing on 04-27-15)

Minutes: 1 Amendment # 15.8155.02023

Chairman Krebsbach called the Conference Committee Hearing to order on Monday, April
27, 2015 at 2.00 pm in the Harvest Room in regards to SB 2022. All Conference
committee members were present. They are as follows:

Senators: Karen Krebsbach, Chair.; Dick Dever, Joan Heckaman
Representatives: Blair Thoreson, George Keiser, Kathy Hogan

Michael Johnson, Legislative Council
Lori Laschkewitsch, OMB

Chairman Krebsbach: Roll call was taken.

Representative Thoreson: Working off the copy of amendment. Attachment # 1. These
are the fiscal changes. We did make the adjustments for salary adjustments. We did
remove the salary increase funding for the new FTE and then also the positions, so | think
that is a total 1.5 FTE total that the House removed. The reduction reflected on page 7
items 1 - § are the fiscal changes to the bill. Hopefully we won't end up in a bad position.
Then if you go back to, starting on page 1 of the amendment 02023 there are the changes
dealing with some of the issues with the Public Employee Retirement System and the
Board and such. | would ask that Representative Keiser go through those changes.

Representative Keiser: On page 2 of the amendments talking about the governing
authority, the House has again proposed that the PERS Board be adjusted from 7 to 9
members. The Majority Leader in both Chambers, or their designee be appointed to the
Board and that there also be a member of the majority and a member of the minority also
appointed to the board through | believe Legislative Management. Attachment #1
15.8155.02023. Then in addition we removed the two individuals, the Attorney General or
their designee, and the State Health Officer. The reason was when we had discussion, at
the point with our House bill, that there may, legal action was threatened during the Senate
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hearing. We did have a conversation with the Attorney General and certainly we have a
process that the Attorney General can follow, but it does put the Attorney General's office
into an unusual position if one of his staff should be involved in the original decision that
could eventually lead to some kind of legal action. In addition to that, the State Health
Officer, we became aware the current language says the State Health Officer, not the State
Health Officers' designee and that is current law and we were at that time operating
somewhat differently. But the Health Department is a regulatory agency, the Insurance
Department is a regulatory agency, and we don't believe that people who have regulatory
responsibility to either insurance or health issues should be a part of the decision making
group because it does put them in an unusual situation relative. It may not be independent
from the regulatory perspective. On page 3, we did add the requirement the at least once
every two years the Board shall request the State Auditor to select a firm to complete a
financial health care analysis of the prescription drug coverage. We do have a quasi-self-
funded health insurance program. Quasi in the sense that there are corridors, risk corridors
associated with it, so, in a truly self-funded the entity assumes all risk both up and down.
But we do have a risk corridor but despite them companies that are engaged in self-
insurance programs at any level nationally have been moving to having an audit being
done to make sure that the spreads and rebate programs that are being utilized are
appropriate and are not benefiting one party or another or to the detriment of any of the
parties. So we also added that provision. Members on page 4 for the term of the contract
we did add in Subsection 2, that this contract the current contract which was in it would be
for 2 years. We believe that is appropriate under the position that we are in. In Section 7,
on page 4, provision for health insurance coverage two of the areas that we felt very
strongly about on the House side, and were we in the bill that we sent to you that came out
of your committee with | believe a 6-1 do pass, certainly amended but was never given the
opportunity to have a conference committee report between those two forms of the bill. We
feel very strongly that the identifiable and unidentifiable information should not be used to
the benefit of anyone other than to the insured and that the common ownership in
Subsection 2, when we have a situation where we have common ownership between the
insurer and the provider that with the discounting rate that may be required or used or
negotiated must be established in a manner that is not to the detriment of those
organizations that are in the network but not within the common ownership. Section 8, is a
section that simply again is intent that if it becomes necessary for and this is something we
should've had probably on our wall a long time ago, but if it ever becomes necessary to
rebid a contract that this does the give the power to the PERS Board to extend an existing
contract up to 9 months if it were necessary. If any executed the options that were available
contractually to cancel that there would be authority for the PERS Board to go forward.
Then we put in Section 10 the emergency clause, which with the intent in Section 8, it was
strongly suggested and | concur, that the emergency clause has to be there or the section
8 has no merit whatsoever. That is a brief overview of the amendments presented by the
House.

Chairman Krebsbach: Any questions at this time. | hope it will take a little while to digest
all the changes on this.

Representative Thoreson: Do you want to work through the bill section by section or
what would be the best way of going about it? | know we've been given a lot of time today
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during this session whether we need to use it all or not, | am not certain. But | guess, just
wondering how it is we would like to present this or work at it?

Chairman Krebsbach: If there are any direct questions we should do them now.
Otherwise, we need to do some discussion amongst ourselves. It is quite different from it
was when we had the bill. Probably at our next meeting we can go through it section by
section. But right now we have to kind of decide what we're going to be doing.

Senator Heckaman: A question on Section 5 on the audit. | guess, I'm not really
understanding for sure what the audit would cover? Is it covering the providers or are you
covering the insured, or are you covering just through money that PERS spends? | guess |
would like a little bit more explanation on what that audit would involve.

Representative Keiser: It really is the PBM and the carrier. In any case they have a
contractual relationship. To provide their service this would simply be an audit of just the
PERS accounts relative to the PBM's and the drug prescriptions that are being filled and
what are the associated costs, what are the rebate formulas that are being used and what
are the spreads? The utilization of spread within the PBMs because the state although
we're paying the dollars for this, and we really probably can't dictate until the next contract
but we certainly should know what's going on relative to those spreads and to rebate
programs.

Senator Heckaman: Would you expect the audit company to come in and look at your
medications that you take because you have the state plan? Are they going to audit you
separately? Are they going to audit the drug companies that provide this or what?

Representative Keiser: They will audit the PBM. The PBM and the carrier will have all of
the records relative to prescriptions written, prescriptions filled, what their costs are, what
kinds of spreads and rebates are being used for each of those? | suspect they will be taking
a sample rather than doing a 100% audit.

Senator Heckaman: | am concerned whether we have the authority to audit a PBM? | am
thinking if DOT sends out a bid; and Senator Dever business bids for DOT and got the bids
to do a stretch of road, and then we come along and legislative audit and fiscal review says
yes, we want to make sure that the money was spent so we're going to audit Senator
Devers' company. Is that similar to what | am thinking here, or am | on the wrong track?

Representative Keiser: | think it is very different than that. In case of your example, |
couldn't agree more with you. On the other hand the state is paying these dollars. In the
case of your example, if the DOT would accept the bid, and then at the end of the day,
Senator Dever would pay back to the highway department, a rebate, | think the state should
know that. Whether or not we can affect a rebate, is different. But we should know how
rebates are being used, and how spreads are being used. That is what self-insured plans
began looking into and finding that although it was there money, there were considerable
savings that maybe should have been shared more with the individuals paying for the
contract. So, rebates don't happen | don't think in those other bids, but | could be wrong.
Senator Dever knows better than | do, but | know that | don't give rebates for the state.
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Chairman Krebsbach: Do you want to respond to your bid?

Senator Dever: Regarding Section 5, | don't recall any kind of hearing in the Senate. |
assume it must have been heard in the House. | am having a little trouble following the
rationale and just really following what it is that we're doing here. Maybe | could come to a
better understanding, if | could have copies of testimony as submitted in the House, both in
support and in opposition to that. Maybe we can look at that before the next conference
committee.

Representative Keiser: That was not part of our bill that we sent to you. We did not have
the PBM information in there. So | can't speak to what did happen, but we can provide you
with some documentation, whether it is from the hearing or not.

Senator Heckaman: Section S did not have a hearing at all?

Representative Thoreson: This information that is in Section 5 of the bill was put in
during the process when the bill had left. In this case this bill was not in policy committee
because of course it was an Appropriation's committee bill. We did have this language, and
there was discussion to this in the full Appropriation Committee when it was in the House of
Representatives. Whether it was added, as an amendment to the bill at that time; and there
was thorough discussion amongst the committee on it? Then of course, during the process
of bring the bill to the floor, there was discussion also.

Senator Dever: Am | to understand then, that any member of the public who made have
had an opinion one way or the other, did not have the opportunity to present that?

Representative Thoreseon: Again, this portion of the bill was brought as an amendment
to the committee. Just as amendments are brought to any committee and | guess following
the procedures with amendments | don't know each committee deals with that in their own
specific way | suppose, but it was an amendment to the bill.

Chairman Krebsbach: It was discussed in Appropriations Committee then?
Representative Thoreseon: That is correct.
Chairman Krebsbach: Alice then we'll request those minutes if you can get them for us.

Senator Dever: | find it objectionable to include this kind of an amendment to a bill that
never. PBM | know it stands for Pharmacy Benefit Manager. But it is a big deal. It seems to
me that it should have had a hearing.

Chairman Krebsbach: In regard to audits, it would be wise to hear to from Sparb Collins
as to what the audits do take place within the PERS budget?

Senator Heckaman: | think it would be okay if we were going to take a look at this to see
whether the council thinks they can actually audit this or someone?

Chairman Krebsbach: From a legality standpoint? Senator Heckaman: Right, | think so.
Chairman Krebsbach: Can you get us an answer on that?
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Allen Knudson, We can have our legal staff review this section and provide information to
the committee.

Chairman Krebsbach: Any other questions? | am just wondering about the structure of the
board in removing 2 agencies from their representation. You would be adding 4 legislative
leaders is that it or legislative personal?

Representative Keiser: It would expand it from 7 to 9 and.
Chairman Krebsbach: The other two would come from the change of this. (20.11)

Senator Dever: It appears to me, as a conservative, | feel a little uncomfortable and maybe
| am thinking about it wrong, of the idea of creating a legislative bureaucracy. It appears to
me to micromanage an Executive Branch agency. That is what is going through my mind.
| am open to conversation.

Chairman Krebsbach: Anything from the House side why you want this change?

Representative Keiser: One is we were very careful not to put the majority to that position,
of legislators in that position. We went with 4, because we seemed it to be appropriate.
Clearly, during this bidding process, | know Senator Dever chairs a committee. Even the
committee that he chaired did have some information provided relative to this, but the
PERSs board is engaged in all the very important parts for our employees. The legislature is
ultimately responsible for paying for that, and for making and doing the best job we can with
those benefits, not just the health insurance side. So we felt that we were derelict in not
being more engaged and that we can and this is an opportunity to correct that. You have a
strong voice by the legislature on this very important thing. We are responsible for the
money. The only example, | could provide you is, a major organization, companies who are
other organizations certainly the group that pays for it, is going to want to have membership
on the board. They want to have a role in some of the decision making that has gone on
and will go on into the future.

Chairman Krebsbach: | am hearing what you're saying but a the same time we have the
Statutory Committee of the Employee Benefits Committee which is made up of legislators
and we give the yea, nay, or go ahead, do not go ahead, recommendation on any and all of
these things. So, | see that as our role.

Representative Keiser: That just might be the difference in our perspective.
Chairman Krebsbach: That might be.

Senator Dever. The House numbers on the Employee Benefits committee outnumber the
Senate members. That is of interest.

Representative Thoreson: | think if we read the way this is written, it may be possible for
the Senate could outnumber the House on this one. We'll see, just because of the makeup.
Very honestly we understand that the Board has a strong responsibility and as
Representative Keiser said we feel that because we have a fiscal responsibility it was
important to have legislative input. We left the majority of those not in the legislature but |
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think it is a good indication that we do want to work with the public employees to make sure
that they get the best product possible. Another thing, maybe this should've been done
previously. In doing some research we did in the House, the Board makeup | believe has
not been changed since 1989, so we felt after a quarter of a century it was probably a good
time to take a look at it interestingly enough | think the last time before that was 1965. So it
seems about every 25 years roughly there has been a change in the makeup of the
Boards. Maybe it is the natural time for it to occur.

Senator Dever: | don't necessarily disagree with that. | am just concerned that it appears
that this is a reaction to the fact that we had a competitive bid on the Health Insurance that
we've been wanting, to have for several years. It didn't turn out the way that some wanted
it to. So here we are seeking to make some changes to reverse some of what took place. |
am thinking if we put Legislators on the PERS board they might want to sunset clause
because in two years they are going to want to be off of it.

Chairman Krebsbach: More points to ponder folks. | am just wondering if there is anything
else that you would like to go into today?

Senator Dever: The provisions that came out of 1475, I'll be able to share about that.

Chairman Krebsbach: That is where a lot of this comes from. Any further explanations
from the House about the changes? We will recess and we meet at 4:00 pm.
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Explanation or reason for introduction of biII/resqutiorp

A Conference Committee Hearing on PERS (2" Hearing on 04-27-15)

Minutes: No testimony submitted

Chairman Krebsbach called the Conference Committee Hearing to order on Monday, April
27, 2015 at 4:.00 pm in the Harvest Room in regards to SB 2022. Al Conference
committee members were present. They are as follows:

Senators: Karen Krebsbach, Chair.; Dick Dever, Joan Heckaman
Representatives: Blair Thoreson, George Keiser, Kathy Hogan

Michael Johnson, and Allen Knudson, Legislative Council
Lori Laschkewitsch and Nick Creamer, OMB

Chairman Krebsbach: Roll call was taken. We requested some backup document on the
minutes of the hearings in the House on this particular bill and we're having a little difficulty
going through those.

Senator Heckaman: They are not in order that we can follow them right now. So it's going
to take a little while to look through them. | don't see any testimony from anyone else other
than legislators speaking. There is no supporting documentation here at all. All | see the
amendments and the bill, and they happen to be the votes. | don't see anything on any
supporting documentation at all.

Chairman Krebsbach: If any committee members can recall what supporting documents
they were referring too and if they could provide that to us.

Representative Thoreson: Our appropriation committee is broken into subsections. As
chairman of Government Operations Division, we had originally had this amendment
proposed in the subsection. The way we work bills is we will adopt amendments in the
section, and forward unto full Appropriation committee which we did. There were some
technical language changes. The language you see before you, in the amendment, is quite
technical. There is a person who has been working with several legislators. This person
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has been working with doing audits of PBM's and she has provided language to several of
us. In fact what we have done is requested additional information from her. | was hoping to
have it for this meeting, but probably will have it at our next conference committee meeting
at 7PM, kind of addressing why the language is as it is and what it is we should be looking
for here. | would like to provide that information to the conferees. So, we were working in
our subsection and full committee. Representative Casper has been working with this. |
know in the IB&L committee Chairman Keiser. This has been an issue they have discussed
previously. He was unable to be here at 4PM, but | think at 7:00 pm he had been the
person who have been contacting. The woman's name is Linda Conn. We should have that
information by that meeting.

Senator Heckaman: When | look at this, in the subcommittee, did you have any
conversation with PERS office or insurance carrier at all? Did they come and provide
information because | can't find any of that in here.

Representative Thoreson: Again, this was a conversation that was had amongst the
committee. It was an amendment brought forward just as amendments are brought forward
during meetings such this. In fact | was just in the OMB conference committee is going on
and | know there is several amendments that have been brought forward there. They are
debating on them. | guess that is kind of how the process works and so | guess there have
be conversations. | know that | believe the folks from PERS, were aware of it as this
conversation was going on, and again hopefully we can bring forward some information just
so that everyone here knows exactly what it is these amendments are working towards.

Chairman Krebsbach: Is there anything you want to review at this time on Section 67
What we were looking for was the amendment that was attached and some

documentation and to be honest with you we haven't had a full chance to really review
what we did get either. We may be better prepared at 7. Can we go to Section 6?7 | am
somewhat bothered by some of the wording and requirements. In view of the fact that what
we've entered into now is a new agreement and do you think that it is a little limiting in
Subsection 2 of that for people to even bid on the process?

Representative Keiser: Is that Section 6 in term of the contract? That was confirmed.
(6.40) On the contract, on 8.1 on page 16, the term of this agreement shall be for two year
period. This is the contract with the provider.

Chairman Krebsbach: | am looking at the amendments.

Representative Keizer: What | am sharing with you the contract, two year period with a
possibility of extension. The House felt secure in the fact that we should simply implement
the term of the contract as stated without allowing an extension and without review of the
legislature.

Senator Dever: If that is a point in the contract, | am not sure how we can change the
contract?

Representative Keiser: | think it's just fine. The contract says for a two year period. The
Board may extend it and were saying the Board may not extend it, not without rebidding it.
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But the contract, term of the contract is actually 2 years with the board may choose to
extend it. The Legislature as the policy setting branch of government can.

Representative Dever: | find it problematic because it's in the contract and | believe it will
increase the cost of the contract. If we are going to go every 2 years, the bidder is going to
go into it knowing that they may not be able to spread their costs of implementing the
program over 6 years. They will just be spreading it over 2 years. So it seems to me that if
the desire is to go back to the previous contractor, the actual effect of this may be to stifle
that competition and another contractor may not. It would give it seems to me an unfair
advantage to the incumbent.

Representative Keiser: Your point is well taken. This doesn't favor either party and there
was never any intent by the House to go back to the previous provider by the House. That
is @ misconception and | have to say that as a Representative of the House, it's a problem
when | keep hearing people make that statement because it was not the intention. The
contract as it reads is a two year contract. There is no guarantee for an extension. Anyone
who bids it on the assumption that | have for 6 years, | believe is making a mistake.

Senator Dever: What this provision would do is guarantee that it would not be extended.
Representative Keiser: For the first two years, that is correct.

Chairman Krebsbach: | have a problem that we are taking authority away from the initial
contract and the terms that the PERS Board made on the agreement but this can be further
checked into and we can discuss it later. (11.05)

Representative Keiser: That will be fine.

Chairman Krebsbach: Let's go to Section 8, Uniform Group Insurance program. Perhaps
you can tell us what's being looked at there and why?

Representative Keiser: In Section 8, we recognized, it's really unrelated to providing for
the future, what if there is a cancellation? If you read the contract there is always the
possibility that a contract can be cancelled. Now obviously, if a contract carrier was to
cancel the contract they may have no interest in extending that contract. But this does give
the Board the option to extend the contract with a, it just gives them the authority, to do
something they can't | don't believe now do. In case of a termination | think that is excellent
policy. Again it has nothing to do with the past, or previous or current or future contractors.
It is simply a provision granting authority to take an action if both parties are willing to do it.

Senator Dever: Would the House consider changing the date from 2015 to 2017, if it's not
applying to this contract?

Representative Keiser: | think if this is good policy it's good policy today, not in 2019 or
2017. |1 do believe it is good policy.

Senator Dever: Would you suggest there is a possibility that given the changes that were
making, in this bill, might drive a change in the current process?
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Representative Keiser. | do not believe that we are doing anything in this bill certainly
changing the Board configuration should have 0 impact. The audit of the PBM every two
years is, it says right in the contract, that the carrier may legally receive rebates. So were
not interfering with that, we're just saying we want to audit it, so | don't believe that does
that. The term of the contract | would argue again, we really do have a 2 year contract and
it's an option our options to whether or not and | believe the Legislature has the authority to
suggest a term for the contract. The other provisions which we haven't we haven't talked
about we'll be happy to talk about. If you think that they will interfere with the contract. |
have problems with that. What we do know, is that on our House bill, which was very
different than the amendments here it was much broader and much more extensive and
were designed to what we believe was to create a provision that said we will basically have
a program similar to what we have currently, that the fiscal note associated with that made
the cost of the future carrier to be more than the bid of the current carrier for the 2015-2017
period.

Senator Dever: Weren't we rewriting the rules that might have affected that fiscal note?

Representative Keiser: Before our committee, before the Senate committee, and | can
refer to Mr. Strinden's testimony in which before our committee, | think before the Senate
committee, he does contradict himself but he said basically we were bidding the same
thing. In the RFP, there is language that on page 11, the health plan bidders must be able
to reasonably match the existing provider networks to provide appropriate access to a state
wide basis. There is language there in addition to matching the current coverage provision,
as noted below, the successful bidder | think there was clear indication that there was an
expectation that in the RFP that what we had is what we wanted.

Senator Dever: We've had no objections from Blue Cross. We've had conversations with
Sanford. During the hearing, | asked Blue Cross the question, did Sanford satisfy the RFP?
They said yes. Then we had new rules come out that affected the fiscal note. So | guess it's
difficult for me to accept that we're denying that there was any effort to force a rebid.

Representative Keiser: | apologize, | wasn't there and | haven't had the opportunity as
when it was in the House. The current carrier really was absent and did not participate. We
did not ask them to participate. We designed the legislation with council based on what we
had and what we wanted. That was basically our bill. Without the Blues input on any level,
what | can say is unless we can identify specific things and not all of that bill is not before
us, that we're different from what we currently had, then my counterargument is then there
is no need for the fiscal note if everything is the same.

Senator Dever: Everything was the same before the bill was introduced. The only input
that the Blued offered in the Senate was when we asked them. They were and | think
everybody has been happy with the Blues, they've been upright about everything along the
way. | think Sanford has too. | am not sure really what the problem is. It seemed to me that
1475 was introduced with the assumption that the Sanford carrier was going to use its
position to benefit Sanford provider, without any real basis for that assumption. | am not
sure that is appropriate for us.
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Representative Keiser: We did ask in our hearing one question that we did present to the
Blues, was based on our legislation would you have to change your bid? There answer was
absolutely not.

Senator Dever. When we have language in here that says the Board enters a contract for
health insurance benefits coverage under this chapter with a carrier that has common
ownership, and then it spells out how they should negotiate their contracts with providers, |
think we're putting a real burden on then that creates costs. | am not sure that we have told
the Blues, how to negotiate contracts with their providers. | am not just talking about
provider that has Sanford's name on it versus a provider that does not. | am not sure where
the hospitals are. When | think about VVC hospital, versus Watford City Hospital there is a
difference in the demographic that they serve and a difference in their costs in providing
that service and those kinds of things that they treat so, if we didn't demand that of the
Blues, | am not sure that it is appropriate for us to demand that of anyone else.

Representative Keiser: | speak only from the information that has been provided. The
Blues offered all providers in the state the same basic discount rate to all. What we do
know in Medicaid expansion, initially when Essentia approached on Medicaid expansion,
that they were offered a discount rate that they couldn't live with, according to them. They
have now entered both Medicaid Expansion and the PERS contract at a very acceptable
discount rate from their perspective. But on the same time, that Medicaid expansion in
Dickinson Hospital was offered a discount rate that was very slight percent off of billed
charges; very different in two communities that created disadvantage. What we do know is
that in the interim, that on Medicaid Expansion that there were significant issues relative to
the pharmacies and the reimbursement for pharmacists. We did reach an adjustment in the
reimbursement rate for pharmacists. So that it has been an equal playing field for all
providers, | wouldn't argue that it has not been and what we are doing is saying in our
legislation that we don't care what discount rate you want to charge, just don't use it to drive
providers out of the market that aren't in your system because we've never had a situation
where we have both within the same system. | don't know if you've seen the flow chart, |
can provide that to you of their organizational structure. But this is a different world that we
are in and | do believe we have some obligations to make sure that our members on our
plan as well as the providers in our state are treated fairly.

Senator Dever: | would just simply say that it is a different world that we live in and there
are more and more insurance companies and common ownership with health care
providers. Sanford is certainly not alone in that regard. | guess if you're alleging some
inconsistencies then maybe we need to see some documentation.

Representative Keiser: You can talk to the Sanford people and see if that is true or not.

Representative Hogan: This is an area that we did not have this in depth discussion in
appropriations. So he had a different discussion than we had. Would it be possible to hear
from a representative from the insurance commission about how these provisions
correspond to general health insurance practice and is this, a change from current health
insurance standards and practices?
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Chairman Krebsbach: | am sure we can. | am not so sure we are at a point where this is
what we need but if there is someone here from the Insurance Department that would like
to address that we would take the information.

Rebecca Ternes: ND Insurance Department Deputy Commissioner Rep. Hogan just in
general related to specific sections of the bill, is that what you're asking?

Representative Hogan: | am looking particularly at Section 7, and the whole issues of how
benefits are defined and negotiation of contracts and that specific section. Is that standard
practice across all health insurance or all there or is this a new standard?

Rebecca Ternes: The Senate is probably more tired of hearing me say the same thing
over. But | think when we started with the first committee hearing in front of then Chairman
Keiser in front of the House IBL committee, this particular section what | said and what |
continue to say is that. | think it was changed originally because | brought up the fact that
the rural hospitals are actually reimbursed at higher rates than the non-rural which is the
difference here with critical access and regular hospitals. Is that the department always
been asked to get involved in negotiations between providers and insurance carriers and
we have always very consistently said that is not the job of the regulator to do that.
Negotiations between two private sector entities, are just that and that the state. We as the
regulator cannot get involved in that and that there can be really good reasons for different
rates some of which are related to utilization, could be fraud, could be geography, could be
all kinds of different things. In the case of our rural critical access hospitals it was, we
wanted | think to support them or the carriers wanted to support them more. The Blues, and
| am speaking of the Blues specifically because that is the one that | spoke to different
rates. They wanted to make sure that they existed and they were there for people in the
rural areas. There are different reasons to pay one over the other. It might be more than
just geography, but it not something that we get involved in as the regulator. That we
believe that is handled at the private sector very well.

Representative Hogan: So with this, we would begin to set standards for the PERS
contract, again about how those rates would be established. So, this is fairly new ground
for us. This is a fairly major ground.

Rebecca Ternes: Yes, this is not language that we have anywhere else in the code, in new
practice, pretty major new practice. Yes, it will be something different.

Chairman Krebsbach: So am | to understand there would put limitations and restrictions
on insurance companies or carriers, that they do not know have?

Rebecca Ternes: This would only limit the carrier that gets this bid.
Chairman Krebsbach: Just the PERS?

Rebecca Ternes: Correct, the other carriers would not be subject to this provision the way
| read it.
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Chairman Krebsbach: It has not been done in the past, even on the PERS, am | correct
there?

Rebecca Ternes: Yes, that is correct.

Chairman Krebsbach: Committee is there any else at this particular time that we want to
review?

Senator Dever: | would just point out that in Section 7, Subsections 1 &2, play a very
different role. They are both regulations but in Subsection 1, that is talking about the
sharing of information. In the Senate Human Services committee one of our concerns with
that is that sometimes we look at. You know that the PERS population is a large population.
Its representative of a cross section of the state, and information from that is useful to our
considerations of treating various conditions, probably more representative than any other
thing. So, we understand that you do not disclose identifiable or unidentifiable insured or
private data or information with the related or unrelated health care delivery entity. So it
doesn't allow sharing that information with anybody. We thought any information that they
do share should be public record and available to anybody. So that was a different
approach that we took than the House did. Just so you know going forward that is two
different considerations in that section.

Representative Keiser: We did recognize that approach in your bill as you modified it.
Although we didn't have a conference committee to on it with, we could've had that
discussion but our position would have been had we had it that one, a lot of that information
is very proprietary, and a lot of that information and that's one reason we don't want it
shared with the world, but more importantly anybody worth their salt, would simply start
putting in a formal request that anytime you have any information send it our way. That
doesn't make a lot of sense, although there may be a way to craft it that makes it work but
certainly if | were running a health care facility and everything was available, | would put in
a blanket order in effect saying send me everything so that | could see everything. | don't
know that that is what you're Senate intended but that would certainly be my reaction if |
were engaged in that.

Chairman Krebsbach: | would say that we also have things to consider such as HIPPA.

Representative Keiser: Yes, you are absolutely right. There is repeated reference in the
contract to PHI, or Personal Health Information, which really is a HIPPA information. The
aggregated information is a different animal. It doesn't have any relationship to individuals,
it does have a relationship to how many procedures of a certain type might be performed in
a specific community. The aggregated non-HIPPA information is probably more valuable
than the specific HIPPA related information.

Representative Hogan: Regarding the aggregate data, | know that in behavioral health,
when we needed to look at the numbers of people with psychological issues, served
sharing that aggregate data was really actually very helpful in systems planning. My
concern is that this might be to limiting in that we can't address emerging needs.
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Chairman Krebsbach: Those are very serious questions that probably need more time to
thoroughly review. Committee | think we are at a point, where we should take another
break and we'll try to go through this material that we have and anything that you can help
us out within the next meeting at 7PM.

Representative Thoreson: We'll have the information dealing with the PBM to bring to you
at 7PM.

Chairman Krebsbach: We are in recess until 7PM.
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Chairman Krebsbach called the Conference Committee Hearing to order on Monday, April
27, 2015 at 7:.00 pm in the Harvest Room in regards to SB 2022. Al Conference
committee members were present. They are as follows:

Senators: Karen Krebsbach, Chair.; Dick Dever, Joan Heckaman
Representatives: Blair Thoreson, George Keiser, Kathy Hogan

Sheila M. Sandness and Michael Johnson, Legislative Council
Nick Creamer, OMB

Chairman Krebsbach: The clerk will record that all conferees are present.

Senator Dever: | asked the question about the Essentia Medicaid coverage and | was told
that | should ask Sanford and so | have. | wonder if we could allow them to share that
response.

Chairman Krebsbach: On question of Medicaid with Essentia

Lisa Carlson, Director, of Sanford Health for planning and regulations. In that role for 5
years | have also overseen the provider relations department which encompasses our
contracting department as well. | was present at the time when Essentia Health sent a
termination request to Sanford Health Plan to no longer be part of the Sanford Health Plan
Network. Prior to that actually since 2000, Innovis at the time they had a contract to be on
Sanford Health Plan network, at that point in time that was a decision made by Essentia.

It did not have anything to do with the terms and the reimbursement that we had given
them at the time. We were simply given a letter saying that they really questioned to
exercising their rights to terminate the contract. We did follow up and asked them why and
they declined to provide any more details at that point in time. So they have been outside of
our network at their choice since 2010, and after Sanford Health Plan was awarded the
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Medicaid Expansion Product, for the state of North Dakota, at that point in time Essentia
did reach out to us and say we would like to initiate contract discussions again. So | just
want to shed light because there was a comment made and there was Rep. Keiser had
asked if there was any additional information to provide to that statement. At the time
Essentia was offered a contract from Sanford Health Plan that they "quote" in "quote"
couldn't live with but Dickinson was offered a better rate. They just wanted to clarify that
statement. Sanford Health Plan never offered Essentia a contract when they called and
asked to be part of the network. We simply stated to them that we just bid on a Medicaid
Expansion contract and that bid was depended upon what we knew at that point in time.
Which was all of our contracts were from all of our existing providers and we told Essentia
we would be willing to have contract negotiation discussions with them when the Medicaid
expansion was up for a renewal. We did honor that because as those of you who have paid
attention this last week in the press release that was notified that we do have now a
contract with Essentia. Furthermore, we will be providing additional information that that
contract not only includes NDPERS but also including Medicaid Expansion as well. So
Essentia was not every offered a contract between 2010 and now. | would like to further
clarify that the statement that Dickinson was offered a better rate. Well first of all we did not
have a rate that we offered Essentia, but | would like to point out that Dickinson like many
other hospital in the state is a critical access hospital so | think as we've discussed before,
critical access hospitals are often offered a more generous contract because they are
critical access in that manor, so | just wanted to clarify that as well.

Chairman Krebsbach: Any questions?

Representative Keiser: | can only tell you there were about 7 of us that met with Essentia,
the rate they were advised about, offered or suggested, something they could not live with,
their comment, not ours.

Representative Hogan: Section 7, # 2, Part A, regarding critical access hospitals, that
they have at least the minimum equal rate, but | am hearing from you that they tend to have
a higher rate. Would this mean they would need to be reduced?

Lisa Carlson: No, | don't believe that they would need to be reduced. Our concern with
Section 2, specifically is scenarios that may live outside of this. We recognize and
appreciate the intent to be protective of critical access hospitals. Even federally qualified
rural health centers as well. But our concern is that this language is vague and could go far
beyond that. Example, look at Section 2, it says for a provider that not a critical access
hospital and that does not have common ownership. So let's say that in Grand Forks and
imaging center sets up shop. All they do is MRI's, CT scans, maybe some xrays, as well
and that is all they do. They could set up shop next to Altru. They would ask Sanford Health
Plan to reimburse them for and they want to be in our network for MRI, CT scans etc. This
language as it is written today, would say that we could not pay they less than perhaps we
would pay Altru, for a MRI, CT scan, even though again we negotiate contracts based on
all factors including utilization, and overhead. So a stand-alone imaging center isn't running
an emergency room, they don't have that overhead, and dealing with Intalla, they aren't
delivering babies and having NICU they are just running an imaging center, so in the
contracting world it would make sense for Sanford Health Plan or Blue Cross/Blue Shield or
any other carrier to perhaps pay the imaging center less for an MRI than perhaps they
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would for Altru, which is an all- encompassing hospital. So we renegotiate a provider rate.
We take everything into account. We take into the fact that yes they may be offered a $100
more for per MRI or for a CT scan, than the center because the hospitals overhead is
greater and we will account for that. This language would prohibit Sanford Health Plan from
conducting business that way but would allow Blue Cross and Blue Shield or any other
carrier to continue to operate that way. That puts Sanford Health Plan at a clearer
disadvantage, a competitive disadvantage in that it dictates the contracting process. If that
makes sense.

Representative Hogan: \Would this just apply to the PERS contract? So then would those
individual providers could they end up with having to have two contracts with you? Say
another Sanford Health insurance product and the PERS contract, could you end up with
twice the negotiation?

Lisa Carlson: Perhaps. Sanford Health Plan has different contracts by different product
line. ND PERS would be one of them where professional facilities actually are in a PPO,
network as defined as NDPERS and taking an additional discount. But (8.45) if you read
Section 2, that is a statement directed at Sanford Health Plan and that puts us at a
disadvantage.

Representative Hogan: Is there any other carrier with a common ownership other than
Sanford, in the state other than North Dakota?

Lisa Carlson: No, although Catholic Health Initiatives not in the state does not have
license insurance companies but they have purchased their 4" insurance company. So
there is now we have someone in our backyard here nationally is starting to dabble in the
provider owned insurance and we have talked of how this is unique in ND, but it certainly is
not unique in Minnesota. There are public employee programs is a bid process as well and
Health Partners bids on that process and they are provider owned health insurance
company.

Representative Keiser: Thanks. Two quick questions, will there be multiple products and
of course there will be. Sanford Health Insurance | assume has individual markup products,
they have small group mark- up products, they have the PERS product and they may have
other contracts which are self- insured that are entirely different and you are able to
manage those | assume?

Lisa Carlson: yes.

Representative Keiser: | was hoping you would say that. On Part B, it certainly was not our
intent to do that and | certainly read it differently than you do. We are talking about
discounting a rate, not a rate paid. If there is a provider out there, they are going to charge
$700 and the hospital is going to charge you $1200, and you have a 10% discount on the
hospital rate, so they may charge you $1200, but they are only going to get $120 less
which would be more obviously than the $700. This doesn't prevent you from purchasing a
service. | don't understand the distinction here, that you're able to buy from anybody you
want, if they are lower that is a business decision. If we need to correct the language, you
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know our intent, if there is a way, not to preclude you, we don't require anybody to buy a
less expensive product?

Lisa Carlson: It is dictating how business is conducted between carrier and provider in a
manner that is normally governed by a mutual agreement between a provider as opposed
to some external process staining and assessing what they should've been paid or what the
floor is perhaps iIs what this is stating. The clause as we read it would be that they are
trying to establish a floor and certain providers have to be paid within that manner have to
be paid, within that manner rather than letting the market determine how a contract is
negotiated which is again as a whole of what services do they provide. It puts a
competitive disadvantage from any other carrier who would be provider owned and in the
future it may not just be Sanford Health Plan in North Dakota that is offering insurance. We
need competition in every state. Passing a law that dictates how private contracts are
negotiated in the future would be of most concern to Sanford Health Plan.

Chairman Krebsbach: Is it done in other states?
Lisa Carlson: no and we operate in 4 states.

Senator Dever: Is the way that you negotiate those is typical of other carriers including
Blues?

Lisa Carlson: Yes, it is very typical on how we negotiate our provider contracts is based on
which region our provider is in, what there patient mix is today. Are they heavily Medicaid,
do they have a lot of self- pay members, are they heavily Medicare, is there a good private
insurance of large employer in the area where that employees those individuals that have
good insurance. As well as the type of specialties that providers offers whether they run a
level 2 trauma is quite different from a hospital over here who has no trauma center at all.
All those factors are taken into account when we are negotiating a fair market value
contract for their services.

Representative Hogan: Are there any regulations or rules in that bidding process or is
that private industry and you can do what you want?

Lisa Carlson: It is private practice. However, we are in the business of selling insurance.
The quotes that we provide to Dan's Supermarket and NDPERS, ACE Hardware, any
private business, is driven by how much we pay our providers. If we are not competitive we
can't sell insurance as well as if we do not offer a fair market value contract, they won't be
in our network and we can't sell insurance in that case either because Dan's Supermarket
doesn't want to buy a product in which MidCo network for example St. A's is not in the
network. So the external existing conditions of the market by its own nature require us to
come to the table and offer a fair value, because our providers have just as much leverage
as we do.

Chairman Krebsbach: Further Question? That clarifies a lot of it for us.

Representative Thoreson: Presented attachment #1, Sanford Significant Operating
Entities.
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Representative Keiser: This is the corporate structure of Sanford. The parent corporation

as you can see, then there is Sanford North and then Sanford Health is on the right
showing the various subdivisions under Sanford Health. There is a blending of the health
care provider network with insurance company. It is one of the reasons we have a concern.

Chairman Krebsbach: From my understanding there are separate rules, regulations or
whatever that control the health compared to the insurance end of it compared to the other
part of the Sanford products, but | could be wrong. Here again, now this is SD nonprofit tax
exempt. Their home office is in SD. The others are ND non-profit entities. | think they could
explain the separation.

Lisa Carlson: Explained the chart. It breaks out Sanford Health, as a ND non-profit, with 3
sub-divisions underneath it being Sanford West, Sanford West, Sanford North and Sanford
Health. Sanford consists of not only the medical center, the research, the health network
you see what we call two rooms in a house. The Sanford Health is a corporate entity
above. All your health service delivery is on the one side; that is your firewall; it is Sanford
Medical Center, the clinic, the Health network and the World clinic. You'll notice that
Sanford Health Plan does not sit on that side or the ord chart. We sit on what is called the
research and development side of the house, this is the other room of the house and you'll
notice the other areas that sit on that side of the house with us, is the foundation, for both
the cancer center and the health. Sanford Heart of America Health Plan which is a small
health maintenance organization located in Rugby, ND, which is a subsidiary of Sanford
Health Plan. We acquired them in late 2013. Sanford Health Plan of Minnesota which is
and the Sanford Research, this is actually a good illustration of the division. Sanford Health
Plan in each one of these entities on this side of the House has our own boards.

Representative Keiser: It stands for what it is.
Senator Dever: | guess | am not sure of what the plan of this is all?

Representative Keiser.: As you can see there is parent corporation. We had a lot of
discussion about their being fire walls. They have firewalls, but they all do report to that
parent corporation. They are all subdivisions of that parent corporation, if there are great
firewalls, then the provisions we have in the amendments, shouldn't be much of a problem,
we simply are saying you can't share information in our amendments and if there is a
firewall that's great. It is doing that very thing then because it is our contract we believe that
we can make a request that be part of the law, and then no identifiable and non- identifiable
information is shared between that channel and any of the providers within that entire
network. This is an entire system network. These are not free standing.

Senator Dever: |[f the firewalls exist, and were not here for the purpose of asking for rebid
or anything like that, but | am not sure why the amendments are necessary. | think it is the
flip side of your argument.

Representative Keiser: It is a flip side. If they are there, show me. Would you please
explain them right now what they are other than a statement that they are there?
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Senator Dever: if you think there is a problem then.
Representative Keiser: Putitin the law and itisn't.

Senator Dever: | don't see a problem. | think there is a problem with the amendments.
We already discussed in the Senate how they share the information and how we share that
information now through the Blues for the purpose of looking at different conditions in the
population and that is useful information. But now we are going to prevent Sanford from
sharing that information with us.

Representative Keiser: Again, sharing that information with a related or unrelated health
entity. That doesn't mean they can't share it with us if we have a request. We are paying
for this contract. We should have some rights. If you can say it better, that's fine. But the
intent is to make sure we have that firewall. (25.15)

Chairman Krebsbach: There comes a time and a point the word from the provider, in
stating they have the firewall there, until proven otherwise, | am going to believe them. We
are sometimes looking for boogie man and they aren't even there. They aren't existent. Is
there anything further that you have for this from the Senate side?

Representative Thoreson: | did say at our previous meeting about the PBM issue. | do
have another document to attachment # 2, from Linda Cahn, to Jim Kasper.

Senator Heckaman: Who is Linda Cahn?

Representative Thoreson: This is a person who has worked extensively in the area with
the audit of PBM's and | believe she is well noted nationwide in this area.

Representative Kasper: | am the person who brought Linda to ND. She has been involved
in litigation against PBMs to get information of what happens behind the scenes in
pharmacy benefit management dealings. | can certainly provide information regarding her.
PBMs are a multi-billion dollar business. It started out simply as being a record keeper to
be the record keeper of the drug use in the health plan and have now morffed into a huge
profit center nationwide. Linda was successful in lawsuits against PBM's that recovered
(30.59) The pharmacy side of the health plan is largely anywhere from 15 to 25% of the
cost of the plan and getting larger because of the advent of specialty drugs that the
manufacturers are inventing. We have roughly $100 to 120 Million dollars of cost, and
without an audit of what is happening behind the scenes we know nothing. | also asked
Sparb, did you audit Blue cross when Blue Cross had the plan and he said yes we did?
We entered into a contract with a private consulting firm and we audited them and we got
reports from them. So what the amendment to 2022, simply says is on the PBM side of
things is we will audit PBMs and we will have a report on the utilization. She outlines in her
letter, the reasons she feels that any government entity should audit the drug side of the
equation. Now the insurance company will tell you this and this is where the problem
comes in frankly. When you have a fully insured plan we have given you the PERS plan,
our premium quote and this is the premium. Therefore, we the insurance company are at
risk for the PBM side of things, so you don't need to know about it because the insurance
company Sanford has a contract with the PBM which is Expressed Grips. So they will have
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a contract. They use Express Grips for where they said in the past, for all of their other
pharmacy plans that they have in the 4 states that Lisa has indicated. So they have a
contract and they say you really don't need to know about it. | submit that is incorrect
because we are paying the premiums. If we as the payer and from the tax- payer dollars
do not have an opportunity to look at what's going on by the PBM, we may next time
around get an premium increase of another 15-20% we don't know why, the cost just went
up. So we have the opportunity and | believe we have the responsibility to have that PBM
audited. Now that audit is private and this committee doesn't receive the audit results. We
don't know what's going on with any individual patient; that is all confidential and just has to
do with rebating and spread pricing and all kinds of things that may be foreign knowledge
and foreign terms to most people. But there are hundreds of billions of dollars of rebates
that the manufactures pay to PBM's and a rebate is sort of bonus for using that
manufacturer particular drug or drugs. The question is whose rebate is it? | submit first of
all any health plan needs to know what the rebates are, and then you need to decide the
PERS board should know what they are and decide how they are going to be utilized. Is the
health insurance plan going to keep part of the rebates? Are we going to give part of the
rebates back to the prescription people who pay for the prescription? Is the health plan
going to have the rebates or will we share, that is sort of important about the PBM?

Senator Heckaman: You mentioned that Blue Cross had there prescription portion
audited. Were there findings at that time with rebates and so forth?

Representative Kasper: | do not know the results of the audit. | do know this, if you're
covered under the PERS plan you may have received the same thing. About every quarter
under the Blue Cross plan we would get a little one pager that says your rebate for this
quarter is so many dollars. | don't know how the information was obtained or how it was
shared. You might ask Sparb about that.

Representative Hogan: \Who would pay for this audit, although | think we're calling it
analysis aren't we? Who would be responsible for the cost?

Representative Kasper: It would be a contract that PERS would enter into, but most of the
time it's very inexpensive. Many of the consulting firms across the US would enter into
contract where it would be a share of what we find that you should have as refunds to your
health plan. Those are one time of contracts, or they could have a cost for the contract itself
for the audit. The reason we changed the words in the bill from audit to the wording in the
bill, is because we found from the auditors' office that if you use the audit in this area, you
would have to retain a CPA firm to be the lead firm and CPA firms generally do not
specialize in auditing PBM's so we changed the language just the same thing but we could
not use the term audit because we wanted the opportunity for the PERS board to engage in
a consulting firm that specializes in this type of work. Linda indicated for a plan this size you
might be talking $75,000-$100,000 for an audit. But that is just.

Representative Hogan: Insurance companies that use PBM's routinely audit them, is that
an internal practice do you know?

Representative Kasper: That's a good question. I've been in health insurance over 20
years. What the PBM's will try to say is well the employer knows what's going on, they are
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sophisticated and you don't need to interfere. What | found in my practice is most
employers have no clue what a PBM is. They don't know how it works, they don't know the
intricacies of what | have just shared with you, just to a small degree, and therefore they
need help, because they are at the mercy of the insurance company and the PBM or both
depending upon what they do. The major companies that is standard procedure. They have
enough attorneys to know to do it.

Representative Hogan: | was interested though in that the insurer would have a strong
interest in the assuring effective utilization of the dollars through a PBM, because they are
paying for those costs. And so the insurer not so much the employer or whoever is paying
the benefit, but the insurer who is the middle man, would have a pretty strong vested
interest, wouldn't you think?

Representative Kasper: You would seem to think so. They should probably support that.
Remember the insurance company is in with PBM also. They may not have the right type of
negotiated contract or may not know all the information they need, but this information
would be valuable for the insurance company as well as for the PERS board and the state
tax payers to know exactly what is going on.

Representative Hogan: It seems to me this is a little bit government over-reach in the
private industry. | always wanted to say that. To you especially. (39:36)

Representative Kasper: We're talking about apples and oranges. The apples we are
talking about here is a government contract. Therefore, we as a legislative body
appropriate the funds. They come from the taxpayer of the State of North Dakota. So |
believe it is our obligation and fiduciary responsibility to find the truth, so that the truth
makes us whole. In the private side of things, it is lazier faire buyer beware. The deal |
have with my clients because we know about it. That may not be the case in other
businesses across the state or nation. We don't want government interference there.

Representative Hogan: it seems to me that one of the reasons we privatize insurance, its
because we trust the private sector. She thinks we should trust the private section in this.

Representative Kasper: | like the saying trust, but verify.

Chairman Krebsbach: ask Mr. Sparb Collins to come up to the podium. She
understands that we have been doing this in the past with the Blue Cross Blue Shield and
the PBM that has been handling our insurance up to this point. Is there any reason why we
will not continue to do this type of analysis or audit in the future.

Sparb Collins, North Dakota Public Employee Retirement System. We have done one
audit about 4 years ago, taking a look at the relationship prime therapeutics was the
contractor of Blue Cross Blue Shield. Prime is a whole owned subsidiary of a series of
Blue Cross Blue Shield across the country that they use. As part of our fully insured
contract with them, that is who they use. We do not have a direct contractual relationship
with Prime. We won't have a direct contractual relationship with Express Scripts here
because this is a bundled product with Sanford. The type of audit we did is, our
expectation was that we will receive 100% of the rebates that they get from Sanford. With
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Blue Cross it was slightly less. \We went in, we wanted to take a look at that we were
getting what we were told we were going to get. The company was TriCast. They took a
look. The contract between Prime and Blue Cross Blue Shield is a confidential contract.
North Dakota Public Employee Retirement System itself didn't get a chance to take a look
at it. Through arrangements in the contract, our contractor got the opportunity to take a
look at it, and they had to hold it confidential as well. But they were able to give us a report
that we were getting passed through the rebates that we wanted. The peripheral question
that we had was whether there was any spread pricing going on. That is where there
markup that goes on in the system on the drugs, and the PBM keeps some of that. Itis a
way of generating revenue in the system. We wanted to know that. We were able to verify
that there wasn't any spread pricing. We went back one year in claims. We took a look at
it at that time. Would we continue to do audits in the future? It would be prudent to do so.
The timeframe of when you do them is what is critical. For example, you might take a look
at it over a longer period of time. You probably wouldn't want to do an audit on somebody
that we may not be keeping. We probably wouldn't go out on an audit one year in advance
of the bid, because we just finished up an audit and we may end up not having that carrier,
and that money wouldn't do us any good. Ultimately you are looking at, you want to trust
and verify, but you also want some return on investment out of this. It is $75,000 to
$100,000. If you do big audits, when we were going to be self insured, the contract was 60
pages long, with 16 exhibits. It specified everything. That audit would be substantially
more because of the details. They will vary based on the scope. You want to be able to do
it at a time that is useful, and to be able to do it often enough to be able to get some return
on investment and verification.

Chairman Krebsbach: we heard the figure of $75,000 to $100,000.

Mr. Sparb Collins: depends on how extensive. Ours was $40,000 a few years ago, but it
was oriented to make sure we got the rebates and that there wasn't spread pricing. Make
sure the claims were priced correctly.

Senator Heckaman: (45.48) you would have the authority to continue that practice with
the new contract.

Mr. Collins: we would have to work with Sanford to make sure that the condition that we
had with Blue Cross Blue Shield, their contract with Prime is confidential. PBMs are very
guarded about. We have to make sure all these things would get worked out. What we are
concerned with is not knowing the details what that PBM does. We are getting back 100%
rebates. Right now, we have what is known as a member rebate account, and some of
these rebates flow back to the members. We will be continuing with Sanford. We'll have a
gap in here.

Representative Thoreson: you said that program was discontinued under Blue Cross,
but will start again with the new provider. Will it start immediately or a delayed
implementation since there was a stopping of it before.

Mr. Collins: it will be effective in January, but some of the rebates don't get settled out for
6 months or a year.
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Representative Keiser: you mentioned if a contract was ending, you mentioned that the
timing many not be of value to do an audit. Would there be some value at that point in
doing an audit to find out information that might influence the way the next contract would
be written?

Mr. Collins: From that perspective, yes. But you are also trying to get some return on
investment. If we are going to spend $75,000 of our members money, we need to spend
wisely and get some return on this. We do audits with the state auditor of our whole
business system every year. There isn't necessarily return on investment on that. You just
want to make sure that we are doing what we do.

Representative Keiser: he understands that, but if you did find something that could save
that money. The second thing, Rep. Keiser read language from the contract. (ends 50:09).
The contract says that Sanford will do it. The audits functions is to make sure they did. Is
that correct?

Mr. Collins: Yes. You also notice the contract, on page 19, that underneath our
performance standards, there are performance standards that we get 100% of the rebates,
and if we don't, there is a penalty. So if we go out and find out that there isn't, he thinks the
penalty is about $10,000. We have performance standards in the contract that total up to
about $500,000. The carrier has to meet certain expectations. One of those is the 100%
rebates.

Representative Keiser: And you have to know that you got 100% of those rebates.

Representative Hogan: her question is about timing of an audit. Because we have a
new provider starting July 1%, how much time would you need to have in practice for them
to be able to do a good audit? Even at 6 months, would you have enough data? You
would probably need at least one year. And then if you have to rebid in 2 years, we are
right back into this cycle. So from a timing point of view, if you were to do this type of audit,
how would it work?

Mr. Collins: it's one of the dilemmas of a two year requirement. You would have to be at
least one year in. But keep in mind that you would prefer to be further in, because some of
the rebates take a while to run through the system. You also have a claims lag. If you
want a full year of data, you will be doing that further down the line.

Chairman Krebsbach: we are going to go on the floor.

The hearing was recessed at this time.
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Chairman Krebsbach called the Conference Committee Hearing to order on Monday, April
27, 2015 at 9:00 pm in the Harvest Room in regards to SB 2022. All Conference
committee members were present. They are as follows:

Senators: Karen Krebsbach, Chair.; Dick Dever, Joan Heckaman
Representatives: Blair Thoreson, George Keiser, Kathy Hogan

Sheila M. Sandness and Michael Johnson, Legislative Council
Nick Creamer, OMB

Chairman Krebsbach: \We will reconvene on the conference committee on 2022. There
is one entity we need to hear from, the PBM.

Rod St. Aubyn, PCMA, Pharmacy Care Management Association said that his
organization operates as the overall association for the PBMs (Pharmacy Benefits
Management) and provided some information on PBMs and the ones representing Sanford
in the contract.

| would call this more than an amendment; this is really a separate bill that has been
established as an amendment. What this is really doing is establishing an audit; you are
establishing this on a downstream entity. There is no contract between PBM and PERS.
Someone used DOT as an example with a contractor that is building a road and that
contractor has a subcontract with someone who provides a material. In those particular
situations, this would be like having the state saying they want to do a financial analysis on
that subcontract and that's similar to what is happening here when you have a contracting
that is called a fully insured product. The difference between fully insured is that the insurer
generally assumes most of the risk, this is kind of a hybrid so it is different. In a fully
insured product, the insurance company assumes all risk and all gain. In a self-funded
mechanism, the company assumes all risks and all gains. They contract for these services
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for health benefits, they contract for PBM services, and in those particular situations there
is a direct link between the two entities.

Representative Keiser: There have been comments that talked about all this stuff being
confidential. Where in the amendments does it say anything about all this information
being kept confidential?

He read from the bottom of page 5, number 3.

If you look at all the information they have, a lot of this information we would consider it
confidential. Unless there is some provision to make it confidential, proprietary, | don't
know how you could prevent the information from being available to the public. So that is
one concern we have, (1) there is no contractual arrangement between PERS and the
state. If it was a situation where it was self-funded, we would agree that it is logical. Even
when | worked at Blue Cross, we performed our own internal audit and we tried to identify
that the arrangements made with that particular PBM are correct. We oppose these
amendments we feel it is inappropriate between a fully insured product and the state
because there is no agreement whatsoever.

Representative Keiser: With a large company that contracts with a carrier and the carrier
then contracts with PBM, does that large company contract directly with the PBM?

Rod St. Aubyn: Usually those large companies are self-funded and they will contract
directly with PBM.

Representative Keiser: Are there any instances where they use the carrier to contract?

Rod St. Aubyn: I'm not aware, | don't know what all the contracts that exist out there. But
one thing they could do is require some type of third party administrators than what it is. In
those particular situations, they may require that there needs to be some analysis done for
a PERS to be self-funded. One other thing | should mention, the PBMs are not just some
unregulated thing in the state of ND. There are specific provisions in ND Century code
regulating pharmacy. Not every state has that.

Chairman Krebsbach: asked Rebecca Ternes to come forward and explain what the
regulations are for PBMs in ND

Rebecca Ternes, ND Insurance Department Deputy Commissioner, talked about the
relevant sections of the century code.

Representative Hogan: Do you do any audits of PBMs?

Rebecca Ternes: We do not regularly examine PBMs like we do companies. Companies
have to be examined on a periodic basis.

Chairman Krebsbach: If there were complaints, would you have the authority to do so?
Rebecca Ternes: Yes, we would. As a part of our regular financial examine on insurance

carriers, it is definitely a component that we look at to make sure that the rebates coming to
the carriers are what is promised in their contract and they are being booked accordingly on
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their financial state. In the case of the two insurers that we keep talking about (1) Blue
Cross Blue Shield, we are the domestic stake so we do those exams. (2) Sanford has
regular exams by their domestic stake, SD. We could look at those exams, we could
participate if we wanted to or if we had a particular issue, or we could issue our own audit
because they do have a license in ND.

Senator Dever: Is there experience in having done those?

Rebecca Ternes: | believe we were involved in one with one carrier as far as PERS with
Blue Cross Blue Shield, but | can't tell you specifically, I'd have to go look to give you an
exact answer on that. | don't recall many complaints on PBMs other than the legislation
you have looked at.

Senator Dever: Who would be likely to bring it?

Rebecca Ternes: It could be a self-insured group, even though we don't have authority
over most of the contracting with them. If they had a problem with a PBM that was
registered by us, we could probably look at that. It could be a carrier that has a contract
that is having a problem with PBM. More likely, it would be one PBM complaining about
another PBM.

Chairman Krebsbach asked the committee where they were at with the bill.
Representative Thoreson: We have tried to bring forward some information concerning

amendments which the House has put forward since our first meeting and we stand by
them. | don't know if the Senate conferees have any additional questions at this hour or if

we need to work certain parts of the bill. | would be happy to answer any questions or | will

work towards resolution.

Senator Dever: Are we going to have any conversation about the appropriation part of this

bill?

Representative Thoreson: We did touch on that at the beginning; we certainly can look at
that portion. We can go to the amendment and look at the changes in the details on bottom

of page 6 of the amendment. The health insurance premium increases, that is an issue
we're somewhat comfortable with. The other issues revolve around the FTE positions
within the bill and that was some determination in our discussion both in the government
operation section and the full appropriation's committee with the budget situation as it was.

We had looked at paring back that area at this time, including the temporary salary that was

removed by our committee
Chairman Krebsbach: Were there any FTEs requested?

Representative Thoreson: On top of page 7:

Item # 3 has one financial officer with one FTE

Item # 4 is the benefits for the FTE position; all that shows is a .5 FTE.

Item # 5 is temporary support staff, we removed that in our appropriation committee.

e ——
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Chairman Krebsbach: | am certainly glad you brought this up because it is probably one
of the more important things. We had added 1.5 FTEs and it looks as though the House
removed those. The entire budget comes from special funds and | am going to have to
reacquaint myself with those to see how strong we should insist on keeping them for the
department.

The committee discussed the fact that there are policy issues in the bill.

Chairman Krebsbach: | don'’t think we are going to come to resolution tonight. We did
receive more testimony on HB 1475 and we have not had a chance to review that, so we
will meet again tomorrow and look at the money on the bill and then we will go into the

policy.

Chairman Krebsbach adjourned the conference committee on SB 2022.
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Chairman Krebsbach called the Conference Committee Hearing to order on Tuesday,
April 28, 2015 at 9:00 am in the Harvest Room in regards to SB 2022. All Conference
committee members were present. They are as follows:

Senators: Karen Krebsbach, Chair; Dick Dever, Joan Heckaman
Representatives: Blair Thoreson, George Keiser, Kathy Hogan

Michael Johnson and Sheila M. Sandness, Legislative Council
Lori Laschkewitsch and Nick Creamer, OMB

Chairman Krebsbach: Please note that all conferees are present.

Senator Dever: I've had time to think about this and if we could walk through and I'll share
what my thoughts are. They are not necessarily those of the other Senators or possibly not
the House. If we start on Section 3 and 4 and they involve the membership on the board. |
am looking at the christmas tree Version. | could live with putting 2 legislators on the board
and not removing the other two.

Senator Heckaman: You mean not removing the Attorney General and the Health
Department?

Senator Dever: That is my thought.

Chairman Krebsbach: You are suggesting an increase of the board from 7 to 9 including
two legislators.

Senator Dever: In Section 5 that is the audit of the PBMs. In our conversation last night, it
came to my understanding that if there is a complaint the insurance commissioner has the
ability to conduct those audits. It was also my understanding that the PERS board does do
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those kinds of audits when they consider it appropriate in consideration of return on
investment; that the cost of doing the audit justifies the audit. So if it is a matter of good
business practice | would hope that they do that. | don’t see it as necessary and | am
uncomfortable that they never had a hearing. If it is important to the sponsors of that
provision, then maybe they can bring it as a bill in the next session to allow it that full
consideration. Regarding the term of the contract, | think that re-bidding it every two years is
going to add expense and stifle competition. | don't like that provision. Regarding the
sharing of information in Section 7, Subsection 1, | think there is benefit to the state and to
others of having certain information that is aggregated and non-identifiable and | think that
particular subsection creates a barrier to that. Subsection 2, | think we had good
conversation about that last night. | don’t think we should apply to Sanford requirements
that we do not apply to other bidders. It seems to me that we are trying to interject legislative
input into the relationship between the carrier and the people they do business with. On
Section 8, considering that we had the same carrier for 37 years, there may be some things
that we should look at adjusting prospectively going forward. | am not sure thatwe are in the
environment right now to do that. That might be something for the next session. Regarding
the limitations, | think if we delete the other sections, we are not going to need to rebid the
contract. | think that point would be mute too. What | am suggesting is that we put 2
legislators on the board and we will have that kind of input and that we delete Sections 5
through 9 which would take also take Section 10 out. | am not ready to make a motion
because | am not sure what the budget consideration should be.

Chairman Krebsbach: There is good food for thought there.

Senator Heckaman: | agree in part with the majority of what Senator Dever said. | am
trying to think on the number of studies that we have put in different bills and if that shouldn’t
be part of this - to study the contracts and some of the issues in here. | went through a
large part of the testimony on HB 1475 last night and some of it is very disjointed on how it
is transcribed and so it is very difficult to keep any continuity in it. It is not something that |
felt that | could handle in one evening of looking at testimony. | don't want to be wrong about
this when | make this decision. | agree that getting rid of the majority of these sections
would probably be in the best interest of the state and our employees right now and maybe
put a study in here. We may have a study already that addresses this because we have
had so many in the last couple of days.

Chairman Krebsbach: | don't recall any studies.

Representative Hogan: Last night | looked at all of the sections and of course the policy
side of this bill was new to me but | tried to find neutral positions and so | have some draft
comments. See Attachment 1 for SB 2022 Draft Ideas for Committee Review. | agree with
Senator Dever's idea of having only 2 legislators. | talked to Sparb about the limitations in
Section 9 and he said that was not an issue.

(9:15)Representative Keiser: Certainly, from my perspective, the elimination of those two
board members is critical because of the conflict of interest given their rules in the state.
When we have individuals from a regulatory department and individuals from the Attorney
General's office participating in the decision, if there ever is a court case it does create an
unusual environment. Certainly one that can be managed but we can avoid having to
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manage those environments by not having those individuals on the board making decisions
that we then have to defend or oppose in the courts. We certainly can take under
consideration the reduction of the number of legislators and consider reducing that. | am
not agreeing to that at this time but it is a possibility. The fact that we have those people - |
feel very strongly they have to be removed in order to maintain their integrity for their offices
and for the operation of the state of North Dakota. On Section 5, | would suggest that the
language be changed. | do not have it typed up but on the christmas tree Section 5, it could
read, "at least once every 2 years the board shall select a firm to complete a financial and
healthcare analysis of the prescription drug coverage under the health benefits coverage.
This may not be construed to require the firm to be a certified public accounting firm. The
contract entered into shall have the confidentiality clauses necessary." It would strike
“contracting for the analysis the state auditor shall consider input from". And then the board
shall develop the scope of the evaluation and everything would continue but in an
appropriate place there would be included an appropriation of $100,000 from the health
insurance reserve fund for the cost of this review process. As was indicated, there would be
a cost associate with it so | think we have a reasonable requirement that we do that. As for
the other sections, in Section 7, as you know we did have another bill, at this point it is
somewhat irrelevant except we did remove a great number of the areas of concern that we
had that never had the opportunity for discussion. We eliminated the sections on marking,
the sections on network adequacy which we felt very strongly about, we eliminated all of the
sections relative to process - which involved expedited bidding and timing and other issues
related to management, and we eliminated the section on claims processing in North
Dakota and we also eliminated open access to providers. We did not place them in this bill
because we did want to come in good faith to you and say that these other sections of our
bill are very important to us and we believe they are important to our constituents and
important to the integrity of the healthcare provider system in the state. | feel very strongly
that we have to maintain those.

(14:11)Chairman Krebsbach: We have a vast difference between the House and the
Senate on this. | think the Senate takes the position that they have trust in what the PERS
board has been doing and will continue to do. | think that is quite evident by the vote that
came out of the Senate.

Senator Heckaman: | guess | would like to address the concerns of Representative Keiser
on the board with the removal of the Attorney General and the Health Officer. | think if you
are going to set a precedent and do that here you would have to remove them from every
other board that they sit on and that is quite vast in the state of North Dakota. You would
have to address that some other way because the Attorney General sits as a member on
many boards and commissions for the state. If you feel it is a conflict of interest in this, |
would certainly say it would be in all of the rest of the areas too. Are you suggesting that
happen for all of the rest of the boards too?

Representative Keiser: If there are potential law suits involved, | do think that is a conflict,
absolutely.

Senator Heckaman: | think the Attorney General currently sits on some boards and
commissions that is a possibility and | do not know that | consider it a conflict of interest as
much as doing the job of the position that he has been elected to.



Senate Appropriations Committee

SB 2022 PERS Conference Committee (1% Hearing)
04-28-2015 9:00 am

Page 4

Representative Keiser: | do think each case is a unique case. Here we had the potential
of two state agencies suing each other and in that case if the Attorney General is in that
position on any of those other boards. Now, if we are suing the United States, the Corp of
Engineers, or someone else that is an entirely different issue;, wherever we have the
potential for two state agencies to be engaged in a law suit. You could always argue that
the legislature could always be involved in a law suit. To my knowledge, and my experience
in the legislature this is the first time this has ever arisen.

Chairman Krebsbach: Where has it arisen? Can you explain that to me?

Representative Keiser: This is the first time I've ever seen the potential threat raised that
we would have one state group suing another state group in court.

Chairman Krebsbach: | am not aware where it is done now?

Representative Keiser: There was testimony in the Senate hearing that listed 4 areas
where Sanford would be suing and the board as well as the state would be involved. At that
point | asked the Attorney General who he would be representing if we were on opposite
sides; between the PERS board and the legislature. He said that's a challenge but it could
be managed.

Senator Dever: | am a little bit confused by that. If the PERS board and the legislature are
on opposite sides of a law suit which one would be the plaintiff?

Representative Keiser: It depends which one brings forth the charges.

Chairman Krebsbach: Here we are talking about what ifs.

Senator Dever: | guess at that point it was Sanford that was the injured party. If we
address the concerns in this bill and we delete them as | have suggested, then there is no
threat, and if there is a perceived conflict, which would have already been created because
that was a part of the process bringing this forward.

Chairman Krebsbach: Are there any further suggestions as to amendments on this bill?

Senator Dever: | am not sure where we are at with the budget portion of this. Is that
something that is under consideration?

Chairman Krebsbach: It is on the Senate side, it is our bill for the agency.

Senator Dever: | would be prepared to propose the amendments as | suggested then
and see where they go.

Chairman Krebsbach: That would be to include two in the board, and what
recommendation would you have as to who they would be?



Senate Appropriations Committee

SB 2022 PERS Conference Committee (1% Hearing)
04-28-2015 9:00 am

Page 5

Senator Dever: My suggestion would be that they would be the majority leaders or their
designees. And then the rest of the amendment would be to remove section 5 - 10.

Chairman Krebsbach: Would not including the legislators on the board be as much a
conflict as having the Attorney General and the Health Department.

Senator Dever: If the law suit is going to be between PERS and the legislature | guess you
could make that argument. | think it is important to the House that legislators sit on the
PERS board. | think there would be some benefit to that in that they would come away with
a little different perspective and next session they may likely ask to be removed. | have the
greatest respect for both Tom Trenbeath and Arvy Smith who serve on that board and |
would never pretend to the qualifications that they both bring to that board.

Representative Thoreson: | would echo the comments of Senator Dever. It is not a
question of the persons who are filling those spots at this time, | think it's more the position
itself; whether it is those individual or whoever else. It is more of a process issue having
persons from those agencies not the individuals who are there. | certainly respect the work
they do.

Senator Heckaman: Seconded.

Chairman Krebsbach: We have a motion and let's call the roll.

A Roll Call vote was taken. Yea: 3; Nay: 3; Absent: 0.

Motion failed.

Representative Keiser: | would move that at least we would have one amendment for
Section 5, as | indicated, which would simply give the board itself the ability to contract for
the PBM review and that we also put in the financing of $100,000 from the health insurance
reserve fund. | can have amendments prepared. The concept is to simply take the auditor
out of it and put in a confidentiality requirement and then also put in the funding for that

review of $100,000.

Chairman Krebsbach: | would say to go ahead and have it prepared. We are open to any
and all amendments in the committee.

Representative Hogan: Is it your intent that this audit be presented to lapracy still or is that
the correct organization. Perhaps we want to change that last section.

Representative Keiser: | think it should go to the PERS board. There is a confidentiality
iIssue.

Senator Dever: Somehow | am approaching my time on employee benefits. | have a
problem with coming to other people's pre-conceived conclusions. | am curious if it is still
the intent in the amendment that it be a mandatory audit every two years.

Representative Keiser: The language says that it shall be done in the next two years.
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Senator Dever: It does not spell out beyond that.

Representative Keiser: It does not.

Chairman Krebsbach: | think we have moved as far as we can go at this time.
Representative Hogan: Could we get an amendment drafted on Section 6 regarding the
language to mirror the language on the Sanford contract right now as an alternative to the
current language, and could we get an amendment drafted on section 7 - #2, regarding the
insurance commissioner. | have the roll of the insurance commissioner monitoring provider

agreement contracts and doing reports on that activity rather than us setting those limits.

Senator Dever: You might take a look at the Senate amendments on HB 1475 regarding
that provision because we made reference to that section.

Representative Hogan: Perhaps legislative council can help us do that and prepare that.

Chairman Krebsbach: We will recess until 11:30 am.
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Chairman Krebsbach called the Conference Committee Hearing to order on Tuesday,
April 28, 2015 at 11:30 am in the Harvest Room in regards to SB 2022. All Conference
committee members were present. They are as follows:

Senators: Karen Krebsbach, Chair; Dick Dever, Joan Heckaman
Representatives: Blair Thoreson, George Keiser, Kathy Hogan

Michael Johnson and Sheila M. Sandness, Legislative Council
Lori Laschkewitsch and Nick Creamer, OMB

Chairman Krebsbach: Let the record show that all conferees are present. When we left we
had some discussion and you were going to look at some further amendment and we were
also going to look at the budget on this bill. First we will take up any amendments that are
being presented at this time.

Representative Keiser: | don't have them yet but | think that they will be coming but if you
want to go on to the budget we can do that.

Chairman Krebsbach: Was there any other amendments to be presented? If not let's look
at the budget. | asked for a recap so we can see what we have to discuss.

1. PERS Budget No.192-Senate Version/House Version/House Changes to Senate
Version.

2. RIO Budget No. 190 - Senate Version/House Version?House Changes to Senate
Version.

3. RIO Budget No. 190 - Executive Budget Recommendation
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4. PERS Budget No. 192 - Executive Budget Recommendation

Chairman Krebsbach: We are going to the 190 and 192 which is just the retirement with the
Senate and the House and the House changes.

Representative Thoreson: | am looking for budget number 190 with the difference between
the Senate and the House that one | do not have yet.

Chairman Krebsbach: Let's go to the 192 version of the Senate House and changes.

Representative Thoreson: On this version, Senate verses House on the PERS budget,
number 192. In the House there were 2 positions when we got the bill. One was for a chief
financial officer position which is a full FTE and the associated funding of just over $216,000
and then there was a second half-time FTE for benefit support position with a funding of
$51,346. In the House we did make the change to remove those two positions because of
the changes between when this budget was developed, if you look at the executive branch
budget version those were included in there. From the time the budget had been developed
we were looking for potential for savings understanding that this is not a general fund
budget but we still removed those two positions. We can have further discussion on those
but it was the House's position at that time that they could get by without them but we can
certainly discuss that. The other issues here are that there is a reduction in the health
insurance of $32,450 and then we removed the $11,000 for the market equity salary
increase portion. The overall change if you look at the bottom of the sheet laying out 192 is
a difference of a little over $500,000.

Chairman Krebsbach: | see that, the removal of the 1.5 employees that we had included.
Representative Thoreson: That is correct, madam Chair.

Chairman Krebsbach: Let's talk about the chief financial officer position. From my
understanding we have not ever put in a COO position and they are finding that the person
that is doing the work is doing the work of two people. Listening to the additional duties that
are being performed there and all of the work that is needed we felt that it was important to
split those two positions and have two people handle all this work making it more efficient.

Representative Thoreson: | know that we have testimony from when the House heard this
bill very much along those lines and we understand splitting the COO and the CFO into two
positions maybe important for the organization. In our discussions we thought that perhaps
that, for the current time, the positon can be handled the way it is. We would contemplate
that and see where we are on that.

Chairman Krebsbach: Let's look at the next one, the benefits support positon that is a half-
time position.

Representative Thoreson: If | am not mistaken | believe that position does exist and it would
take it from a half to FTE.
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Chairman Krebsbach: | am sure the work is there for a full time person especially in view of
where we are at today.

Representative Thoreson: We did receive information on that; there was some information
with tables showing the increase in work and this is an area the House is willing to discuss.
If the work load is there we'll see if we can include it in this budget.

Chairman Krebsbach: Then the benefits for those people, is that the $43,000? Lori can you
help me out here?

Lori Laschkewitsch, OMB: The amount that was the 3 and 3 was the $11,000 to $62,000
was the salary increase for those two positions.

Chairman Krebsbach: And that is not reflected here whatsoever?

Lori Laschkewitsch: You'll see the minus $11,262 towards the top of the sheet that was
handed out by legislative council. That would automatically occur if you change the FTE.

You asked about the $43,000 that was additional funding that was included in the budget
due to the extra workload that has been occurring because of the retiree health credit
changes to become portable in this next biennium. Anybody who is retired that health care
credit can go with them to whatever health plan that they choose, there is significant work
load if that goes forward and that is what the $43,000 was for.

Chairman Krebsbach: That is not listed separately here.
Representative Thoreson: Where is it that you are looking on here?

Chairman Krebsbach: The benefits would be taken care of automatically in the change in
numbers so we do not have to concern ourselves with that. However there is an additional
$43,000 for temporary employees?

Lori Laschkewitsch: That is additional work load increase and temporary staff. The reason
you aren't seeing it on there is because on one of the first sheets that show executive
budget recommendations it wasn’'t moved over to be included in the budget and that is why
you are not seeing a negative amount on the House side.

Chairman Krebsbach: The Senate did not include that. This is something that has come
later.

Representative Thoreson: We are now looking at the sheet with the executive budget and
the Senate and House version is that correct? And where are we looking at that.

Lori Laschkewitsch: Portability of retiree health credit is most of the way down the page.
That was not included in the Senate version that is why you don’t see it on the last page
with the House changes to the Senate version.

S —
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Chairman Krebsbach: But this is something because of the portability and the change in the
health credit is going to cause a lot of extra work for the PERS origination.

Lori Laschkewitsch: As of July 1, 2015 anyone who retires and is pre Medicare rather than
remaining on the PERS plan they will go out to the exchange to purchase insurance until
they reach Medicare age. Because of that one of the benefits you receive is that you have
this retiree health credit that currently assists you in the buying down of your PERS plan.
Now, because you ae going to the exchange you are going to receive that health credit to
take with you.

Chairman Krebsbach: My understanding is that they have to retire by May 31.

Lori Laschkewitsch: Anyone who retires going forward this will be the case if they retire
before they are 65. That administrative process has to be handled by PERS.

Chairman Krebsbach: We did ask this question of agencies and they were anticipating this.
This comes because of the affordable care act.

Lori Laschkewitsch: That is correct, | believe that you are referring to agencies who retire
before April 30™ so that they could stay on the PERS plan and would not have to worry
about their portability. Otherwise this will apply to everyone who retires before they are 65

Chairman Krebsbach: | was thinking that it was May 31 but it is April.  This is just the
anticipated additional work that will be caused by this change.

Representative Thoreson: This is something that is not included in the Senate version. |
would like some direction on why was it removed from the governor's budget when the
Senate first took action on this bill.

Chairman Krebsbach: | do not remember. Is it something that we can discuss that if we will
be willing to add that? | would appreciate it if you would converse on that and get back to
us.

Representative Thoreson: Ifitis not in there now | am not sure if we would be looking to
put it in but we can have a discussion. However | am going to make a motion concerning
the FTE positions. In an effort to get it moving that the House would recede from the
House amendment, just this portion of it, to place back in the budget the one CFO
and the half-time benefits support position.

Representative Keiser: Second.
There was no further discussion, roll was taken and the motion passed on a 6-0-0

count. (Vote # 1)

Chairman Krebsbach: That takes care of that and if you need to mull a little bit on the other
we can hold off on that and address it later.
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Representative Hogan: In terms of that $43,000 we also cut $200,000 in overtime and | do
not know if the overtime and the $43,000 can be merged in some way.

Representative Thoreson: That was another area | was going to bring up and in that case
the executive budget and | believe that was in addition of $200,000 and we had taken it
back to the original amount and | am wondering for the $200,000 why that was placed over
and above where it came in the original recommendation. The executive recommendation
was $122,352 and the Senate had increased it by $200,000 and the House had agreed with
the $122,352 so | am looking for the reasoning for the increase.

Senator Heckaman: | am looking at the executive budget now on public employees and
Representative Thoreson, just said that they restored it back to the executive but | think
that is $20,000 less. Just to make sure that it is on the record appropriately

Representative Thoreson: Where are you finding this?

Senator Heckaman: | am on the executive recommendation for temporary support position,
$122,352.

Representative Thoreson: The House did have it at $102,352 so we did take it down from
the executive budget. My question was where the Senate saw the need for the additional
$200,000 if we were to have a discussion on that.

Chairman Krebsbach: | am going to plead ignorance | did not carry this bill to the floor. | am
going to ask Sparb to clarify why we did what we did.

Sparb Collins, PERS: Yes as the budget started out from the executive budget there was 2
additional FTE in here and they were associated with us going self-funded if we were going
to do that. Part of that, we anticipated, was those FTE would help us with the transition
things that we have like the retiree health credit, the governmental accounting standard
board and we thought those FTEs would help us in the first year to transition to take care of
some of those work efforts. We didn’t see the need for the FTE in the future as we were
not going self-funded. What you decided was to take the FTE out and to assist in some of
those transitions things to put in some temporary dollars we would hopefully get through
those work efforts and wouldn’t need the FTE in the longer term. And also why the retiree
health insurance credit went down because that is now part of the bridging and using
temporary persons, we don't know if we have the work for those two FTEs long term but we
do have short term need. So they were taken out on the Senate side.

Chairman Krebsbach: So that is the two employees at $180,000 for the biennium?

Sparb Collins: $406,000. It is on the executive recommendation bottom line. Since we didn't
go self-funded we didn't need those two FTEs on the long term but we did have shorter term
efforts that we thought that they would help us out with and so we got rid of the $406,000,
added a couple hundred thousand to get us through the near term and we wouldn't have the
longer term FTE.
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Chairman Krebsbach: | am looking about 4 or S lines above that you find the executive
recommendation of $122,352 and in the Senate version we went to $302,352.

Sparb Collins: That is for the temporary support for the FTEs we need short term.

Chairman Krebsbach: That difference makes $180,000 and then if we go back over here we
are $200,000 shy because we reduced the governor's by $20,000.

Sparb Collins: That is also why we were able to get rid of the retiree health insurance credit
because it was added in to this portion.

Chairman Krebsbach: So if we can get the House to agree to the $200,000 we are in good
shape, right?

Representative Thoreson: | was going to put forward a motion here that would move to
restore the portability of retiree health credit in the amount of $43,052 and for the temporary
support position the House had taken it down $20,000 from the executive recommendation
and add that back and add an additional $50,000 so that there would be an additional
$70,000 put back in from the House version for some additional help.

Chairman Krebsbach: Can we split those into two?

Representative Thoreson: | would move that we restore the $43,052 for the portability
of retiree health credits.

Senator Dever: Second.

There was no further discussion, roll was taken and the motion passed on a 6-0-0
(Vote # 2)

Chairman Krebsbach: If we look at what we are exchanging for the other $120,000 and you
were adding $50,000 besides that.

Representative Thoreson: That is correct; we would go back to the $122,000 and then add
an additional $50,000 so the amount would then be $172,352.

Chairman Krebsbach: So we are a little bit apart on that one.

Representative Thoreson: | think that it still gives them some flexibility; it may not be the full
amount so | guess it would help bridge the gap so to speak.

Chairman Krebsbach: Please repeat that for the record.

Representative Thoreson: The total amount then for the temporary support position, the
House amount is $102,352 it would increase to $172,352 it would take it back to the
executive budget recommendation and then add an additional $50,000 on top so $172,352
would be the amount.
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Chairman Krebsbach: | feel like that it will run them short in the temporary support positions
and | look at it this way: it is there money and if they don't use it they don’t need it. To have
the authority is another thing. Is there any other discussion on this?

Senator Dever: Just so | am clear we are talking about general fund dollars we are talking
about special funds derived from income?

Chairman Krebsbach: Yes from within their own area.

Senator Heckaman: Does this go into ongoing or one-time funding?

Lori Laschkewitsch, OMB: This would go into the ongoing temporary salaries.

Chairman Krebsbach: Is there a way that can be split into some of it ongoing and some into
one time. My understanding the difference, the $200,000 or $180,000 is not needed long

term.

Lori Laschkewitsch, OMB: That is correct a portion could be split to one-time if you prefer
and then reevaluated at the next budget to see if they still have that ongoing work load.

Representative Thoreson: Which portion would best be identified as one-time?

Chairman Krebsbach: The difference of going between the executive budget and the
Senate version. The difference there would be the one-time. The $122,352 in the governor's
budget would be the ongoing.

Representative Thoreson: That was not identified as one-time when the Senate added the
additional $200,000 is that correct?

Chairman Krebsbach: But the senate would be willing to make the change on that | am
sure.

Representative Thoreson: | am not certain about the full amount if we wish to do this we
could split the difference. | am not sure if | need to withdraw my motion or amend my
motion.

Chairman Krebsbach: We have not voted on it.

Representative Thoreson: What | would suggest is that we would basically go back to
the executive branch and split the difference, add another $100,000 but identify that
as one-time funding. The $122,352 would be as it was in the executive
recommendation and then that the House would add $100,000 for the temporary
support position. The total amount would be $222,352.

Chairman Krebsbach: The only change is the health insurance.

Representative Hogan: Second.
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Roll was taken, motion passed on a 6-0-0 count (Vote # 3)

Chairman Krebsbach: Just so we are clear here the only change on the retirement
investment office budget was the change in the health insurance increase | believe. We
have gone through all the changes on the PERS.

Representative Thoreson: | am just checking that and all | see is the change of $14,304 on
the health insurance.

Representative Keiser: Amendment # 15.8155.02025. Attachment # 5.

Representative Keiser: | suspect some of the numbers on the front sheet will have to be
adjusted with the actions that we just took. The key amendments are on page 2, one of the
problems with rushing amendments though is that | see one thing that did not get caught.
On page 2, under governing authority this amendment really is designed to change the
board back to a 7 person board and as membership on the board the speaker of the House
of Representatives or designee, the majority leader of the Senate or a designee the other
language is common but it does strike the attorney general position and state health officer
position and may leave it at 9 because we have left in here the appointment of minority and
majority from number 7. That may have been something that was missed.

Representative Thoreson: Looking at these, item #1 identifies a member from the majority
leader in the House or their designee, item 2 from the Senate likewise, item 3 is the
governor's appointee and item 4 is 3 additional members from active members and item 5
one from the retirees.

Representative Keiser: | agree. The second major change is on page 3, under the health
insurance benefits coverage of prescription drug analysis. ltem one, take out the auditor and
say that at least once every 2 years the board shall select a firm to complete a financial and
healthcare analysis, that language stays the same. | cannot find it but the contract the
board enters with the firm must include a confidentially clause and the analysis must include
the following so we are putting into stature that this is confidential in nature although | think
that the contract would have indicated that we are reinforcing that here. | talked to the
legislative council and asked to put in an appropriation for $100,000.

Prior to our session this morning, Sparb indicated that we do not need that appropriation on
page 5, section 10 | have no problems putting appropriation in. Those are the amendments.

Representative Keiser: Moved the amendment.

Representative Thoreson: Second.

Chairman Krebsbach: Is there any discussion?

Senator Dever: | can't support removing the attorney general and health officer in section 4.
In section 5, in our previous conversation, | thought that the audit was going to be done
within the next 2 years and not continue beyond that but the language appears to be the

same as it was. Section 6 | thought that we were talking about putting into code the same
language that was in the contract regarding bidding every 2 years and it appears to be the
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same that it was. Section 7 appears to be the same that it was, also section 8, 9 appear to
have no change.

Representative Hogan: | have some additional amendments on 6 and 7.

Chairman Krebsbach: We do have a set of amendments that were moved and seconded,
take the roll call on the adoption of amendments .02025.

Roll was taken, the vote count was 3-3-0 and the motion failed. (Vote # 4)

Representative Hogan: presented Attachment # 6- Amendment # 15.8155.02026. This
amendment appears like section 5 has been changed similar to what we just did but the
information did not get changed from the original. The major things that | asked for was in
section 6, item #2 which goes to the contract and in item #7, #2 it talks about the
compliance with the carriers of preferred providers arrangements and benefits
arrangements and how we comply with current state law. | have not had time to look at the
difference but | know that | am very much in support of section 6. | am wondering if we
should look at it section by section.

Senator Heckaman: Were you saying that you were looking at section 4 to add some
different amendments but they didn’t get there, can you clarify that please.

Representative Hogan: | was supportive of the House amendments on section 4. | did have
some small changes in section 5 but | am ok with these if we want to just look at it section
by section that would be wise.

Chairman Krebsbach: That would be fine.

Representative Hogan: Section 5 changes the responsibility for the health care audit; it
doesn't have the confidentiality in it. Section 6 has the terms of the contract and the subject
to two year renewal, the status. Section 7, rather than defining the specific issues it says the
duration of the compact and compliance with chapter 26.01 to ensure that we are
contracting and complying with all the existing laws. This would mean that the insurance
department would apply their normal standards and then if there were complaints about
provider rates being inequitable they would investigate those on a case by case basis which
is their current standard.

Chairman Krebsbach: Which section is that in?

Representative Hogan: 26.1.47, that is the mechanism whereby if there were complaints
about Sanford not giving equitable treatment those are the protocols which are already in
place for addressing those concerns and we would use existing law to do that. | make that
motion.

Chairman Krebsbach: You have made the motion, is there a second?

Senator Heckaman: Second.

—
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Senator Dever: | like section 6.

Representative Hogan: Are we voting on section 6 alone or the whole thing?
Chairman Krebsbach: The whole amendment.

Roll was taken and the motion failed on a 1-5-0 count. (Vote #5)

Chairman Krebsbach: | think that we are at a stalemate, 40 minutes until we go on the floor.
We will be in recess on this and listen for announcements on when we will meet again.

The hearing was then closed.
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Chairman Krebsbach called the Conference Committee Hearing to order on Monday, April
28, 2015 at 2:00 pm in the Harvest Room in regards to SB 2022. All Conference
committee members were present. They are as follows:

Senators: Karen Krebsbach, Chair; Dick Dever, Joan Heckaman
Representatives: Blair Thoreson, George Keiser, Kathy Hogan

Michael Johnson, and Allen Knudson, Legislative Council
Becky Deichert, OMB and Lori Laschkewitsch, OMB

Chairman Krebsbach: What is our approach? Do we have any amendments?

Representative Thoreson: We certainly made some changes from our position | don't
have anything at this time.

Senator Dever: Just to get to conversation point, | would move the House recede
from its amendments and further amend. 2" by Senator Heckaman:

Representative Thoreson: The motion would be for us to recede and adopt what we had
agreed to previously, it would also remove other amendments the House had made to the
bill.

Senator Dever: That would be both my understanding and my intent.

Chairman Krebsbach: From section 3 thru section 10 would be removed, but the
amendments that we agreed upon on the budget would be remaining.

Senator Dever: | would be willing to add two legislators to the PERS board and keeping
the 2 members on there but we are at an impasse on that. The PBM provision PERS has
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the ability to do that. We are in a contract with Sanford now and | don't know we should be
renegotiating that contract thru legislation.

Chairman Krebsbach: Any further discussion? If not, call the roll on Senator Dever's
motion.

A Roll Call vote was taken: Yea: 4; Nay: 2; Absent: 0. (Vote # 1) Motion failed.
Krebsbach: Yes

Dever: Yes

Heckaman: Yes

Thoreson: No

Keiser: No

Hogan: Yes

Chairman Krebsbach: | do not agree with changing that board whatsoever. | specially do
not agree with adding legislators, they do not belong there. Anything further?

Representative Thoreson; | think the House does not have anything else to offer at this
time. What we have offered to put employees back in, the FTEs, we added additional
funding needed for the temporary items, we have offered amendments to clarify the issues
dealing both with the board makeup and the confidentiality issue, as it were. | think we still
believe there are very important portions on this bill that need to be there.

Chairman Krebsbach: we are going to take a five minute recess to discuss things among
our own group. We will come back to order and go from this point.

Representative Keiser: Another set of amendments are basically the amendments we
offered this morning. We did not get the language corrected relative to the PBM audit; it
would be one time in the next two years vs a requirement to do it every 2 years. In
addition, we did not change, as proposed, the reduction to 7 members. We request a
correction. We did add the insurance dept. and attorney general and health dept. would
designate one person to serve in an advisory position nonvoting capacity on the PERS
board, if the issue was for them to provide expertise to the board. Those 3 are advisory,
nonvoting members. Because the subject matter the PERS board considers them valuable
information resources. Our amendment would still be 7. It would take out the AG
designee and the health officer and add 2 legislators.

Senator Dever: I've expressed my concerns about the bill. | would be happy to review the
amendments. We don't know where the will of the Senate is until we run it up.

Chairman Krebsbach: | am trying to get this moved along, if we could see this
amendment during this time. It would speed up the process. We will recess for a short
time. We will reconvene. | believe he House members have a motion for action.

Representative Thoreson: we have adopted certain changes with the FTE's that would
be part of the motion. The additional portion would be to have the Senate accept the House
amendments to the bill. That would be the motion. We would recede and further amend.



Senate Appropriations Committee

SB 2022 PERS Conference Committee Hearing (3™ Hearing)
04-28-2015 - 2:00 pm

Page 3

Representative Keiser seconded.

Michael Johnson, Legislative Council; the motion so far that was passed was to include
1.5 FTEs, toadd a CFO position and a benefits support position; a motion passed to
restore the affordability for health credit, motion passed to include onetime funding of
$100K to temporary support and to restore the ongoing temp support position to what was
provided back in the governor' recommendation.

Representative Keiser. And then that is added into which version of the House
amendments.

Sheila M. Sandness, Legislative Council: The house would recede and further amend,
your motion is to further amend with the dollar amount amendment , in addition to the
sections added by the House.

Representative Thoreson: Yes and the additional sections in amendment in 02003.
V. Chairman Krebsbach: That is my understanding.

Senator Dever: Need to correct the 7 or 9 persons on the PERS board,
RepresentativeThoreson: 02003 is the amendment that the House adopted.

V. Chairman Krebsbach: We are going back to the original bill, goes to a 9 member board.
| think there is an understanding what the motion was. If there is no further discussion on
that motion, Call the roll for the House to recede and further amend.

Senator Heckaman: | will vote on this to get it moving but | don't know if | will vote for it on
the floor.

A Roll Call vote was taken. Yea: 4; Nay: 2; Absent: 0. Motion Carried.
Krebsbach: Yes

Dever: No

Heckaman: Yes

Thoreson: Yes

Keiser: Yes

Hogan: No

Chairman Krebsbach: The motion has carried. The work on conference committee is
dissolved.
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Chairman Krebsbach called the Conference Committee Hearing to order on Wednesday,
April 29, 2015 at 11:00 am in the Harvest Room in regards to SB 2022. The conferees are
as follows:

Senators: Karen Krebsbach, Chair; Dick Dever, Joan Heckaman
Representatives: Blair Thoreson, George Keiser, Kathy Hogan

Michael Johnson, and Allen Knudson and Sheila M. Sandness, Legislative Council
Pam Sharp and Lori Laschkewitsch, OMB

Chairman Krebsbach: We will open the Conference Committee Hearing on 2022 and
Let the record show that the three Senate Conferees are in attendance. Senator
Dever, Senator Heckaman and Senator Krebsbach. Folks, | hate to waste people's time
but | do think that it's important that we review what we have come to conclusion on and as
the version was when it left this body on Friday. The first part | want to cover is the budget
part which is a real important part of this bill and that is the budget for the PERs and the
RIO, Retirement Investment Office. Good concessions were made on that budget between
the conferees and we have a total budget for that entity of $14,309,771.00, a total between
the Retirement and the PERS. The Retirement Office is a total of $5,413,425.00 and
includes 19 employees. The PERS budget is $8,896,346.00 and includes 33 employees.
That covers the budget, the very important part of this bill. | am going to refer to Senator
Dever to go through the rest of the amendments that were placed on this bill at this time.

Senator Dever: (1.53) Thank you for covering the budget part. This is my first experience
sitting on Appropriations. There were 10 Sections in the bill and there was a third section
added referring to $100,000.00 for funding for temporary salaries, it think that's overtime.
So now as we go through with the numbers, Section numbers are a little bit different.
Sections 4 and 5 have to do with the makeup of the PERS Board. Section 4 is in reference
to the Retirement Board changes the number from 7 to 9.
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Section 5 (2.32) now would add 4 legislators to the PERs board including the Majority
Leader or designee from the House and Majority Leader or designee from the Senate, 2
members appointed by the chairman of legislative management and then it would delete or
remove from the Board the Attorney General or designee, which | understand is currently
the Deputy Attorney General and it also removes the State Health Officer, and currently
that's being covered by the Deputy Health Officer. So there would be 9 members on the
Board instead of 7 and 4 of those would be legislators.

Section 6 (3.13) has to do with PBMs. Some people don't know what PBMs are. They are
Pharmacy Benefit Managers. Insurance companies employ them to manage that part of
the contract. So what this is asking is the state audit the subcontractor or the insurance
company of the PBM at least once every 2 years. The Senate objects to Section 6 as it
does to the previous section | mentioned. Section 6, we are told that if there is a complaint
about PBM that the Insurance Commissioner has the opportunity to audit them. (3.56)
Also that the PERS Board can and does audit PBMs periodically when they consider it to
be appropriate and when they see a return on investment because they get some rebates
back through that whole process. | can't explain that whole process. | don't know many
people who can. The feeling of the Senate is that if there is a problem the Insurance
Commissioner can do it. We support free market, free enterprise, if it's a good business
decision to audit the PERS Board has the ability to do that. Also that provision of the bill
did not have any public hearing. It was added on the Appropriations Committee.

Section 7 (4.44) says that the contract would be rebid every two years. Currently, and in
the current contract, the contract is for two years but renewable twice, so up to 6 years
depending on whether or not they come to negotiations at the 3 year point and the 4 year
point. So that's in the contract. We felt to put this provision in here would basically change
that contract and we see that as problematic. There is the opportunity at the end of 2 years
if there's a problem to rebid it and allow for another competitive bid. Another effect of that
in the view of the Senate is that It would stifle competition because it takes a lot to gear up
to operate the contract. So, with this change now with Sanford taking the contract, they
came into it with the expectation that they would perform well and they would have the
contract for up to 6 years. So they're able to spread that cost out over 6 years. This would
require over two years. So one of the effects would be competition. The other effect would
be to raise the costs and they would have to just build into their bid.

Section 8 (6.19) has two subsections. Subsection 1 says they cannot disclose identifiable
or unidentifiable insured or provider data or information with related or unrelated health
care. The concern of the House on that is that Sanford Health is a part of an organization
that includes Sanford Provider. They're concerned that they would share information from
one to the other. There is a couple of things that enter in there. One is HIPPA, they cannot
share inappropriate individually identifiable information. As far as aggregated information,
the feeling of the Senate was for a point for that to share it with anybody they should share
it with everybody. There is benefit to the state of having that information. The PERS
population is a large population. It's barely represented within the cross section of the
population of the state of ND. As healthcare trends develop, we can look at that
information and make that decisions on how we can address those different concerns. So
we find the House concern that they not share that information prevents them from sharing
it with anybody and it's useful and should be public information.
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Section 9 (7.58) refers to legislative intent. It says that if this contract is rebid now, with the
new rules that are written into the bill, the previous carrier would be able to continue under
the old contract for 9 months. We think if we remove the other language that is not
necessary because we have a contract.

Section 10 (8.27) says that it would freeze the health insurance reserve funds. Now what
that does is, the intent, it seems to us, maybe it's not fair to speak for the House, and I'm
sure if they were here they would speak for themselves, it seems \ that the intent of that is
that if there is additional costs as a result of provisions in this bill that they would be able to
address those costs where those costs exist. And they need to be dealt with somehow. So
either the carrier would have to absorb those costs, or we may have to look at reduction of
benefits to state employees and | am not prepared to go there. There are other reasons |
think some unintended consequences with reasoning the insurance reserve fund and
sometimes is used, as | understand it to buy down premiums so we save costs in health
care.

Section 11(9.32) is an emergency clause regarding Sections 8, 9, 10 which had to do with
the possibility of rebid. So Madam Chair, that's the explanation. | know that some are
concerned about it and I've heard the number of 68,000 state employees. | think, and |
think my fellow conferees would agree that to throw this into the courts would create a
nightmare that would not be to the benefit of state employees. | work pretty hard, | chaired
the employee benefits to support state employees and | take a second seat to nobody.

Senator Heckaman: (10.23) | want to thank Senator Dever for his very thorough
explanation of the policy part of this bill and that's my concern on this bill. We were brought
in as conferees for the appropriations section of this bill and not to look at the policy part
and that's my real concern is the extensive adoption of policy on this without a public
hearing. Our understanding in our gathering of documents from the House found that here
was no public input from anybody let alone the agency involved here at that hearing. It was
adopted by a subcommittee and moved into the bill. And so when we look at this policy,
that's problematic for me. So is that policy in an appropriations bill is properly vetting that.

| do have trouble with the board, not the numbers, up to nine members, but the composition
similar to what Senator Dever has said. | don't think it is our responsibility as legislators to
be in on every Board that agencies have and the Board has been competent for 37 years
with our health insurance and | have confidence the way the board sits today. Our difficulty
right now is how this policy is embedded in this bill. And looking at a couple of other
Sections the bid for 2 years is very detrimental to the policies of North Dakota. To the
policy holders. It will certainly maybe limit, in my mind, the number of Vetter's, because
they know they only have a two years option for the state of North Dakota and | think that's
going to significantly impact the health insurance as you go forward from here. One of my
objections is the lack of public input into moving this into an appropriations bill.

Senator Dever: | think we've had 6 or 7 one hour conference committees and | would like
to say | very much enjoyed the 10 minutes we spent talking about the appropriation.

Senator Heckaman: (12.58) There were two amendments brought forward on this bill.
Neither of them were in amendment form and made it difficult to place into the bill.
Probably one had some opportunities that would have been a little bit better to one section
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of the bill but maybe not to the others. The other amendment that was brought forward
and was not approved by either side had some difficulty in the way it was worded. The
wording wasn't correct when it was sent up to council and the drafter admitted that. The
legislator admitted that. We're looking at policy. | think that this is encumbered that this
should have gotten a very thorough hearing. | sit on Appropriations now and that's where
we are looking at funding agencies and looking at funding their FTE's and providing the
services that they need for the state of North Dakota. We did not have policy vetting on
this bill. I'm very concerned about that.

Senator Dever: (14.03) In response to that I'd like to say that the provisions that were
ruled into this bill came from HB 1475. My understanding is that that had a hearing in the
House. There was a very large fiscal note on it. It did not go to House Appropriations,
went right to the Senate. In the House it had a hearing and it was passed out in the next
meeting. In the Senate it had a very aggressive hearing and then we spent a lot of hours
amending the bill to make it look prospectively over to the next bid process instead of
retroactively to this one. In the end we made a determination that we thought the House
and Senate were so far apart that there was no real possibility of resolution. | know the
House is offended that we did not pass that bill in that form to go to conference committee.
The House does what the House does and the Senate does what the Senate does and |
don't know if that was disrespectful in any way in this bill. We are not ready to go to court
as the House said they would.

Senator Heckaman: (15.22) Just one final comment on the budget portion. | mentioned it
before but | want to reiterate it so it's on the record for sure is that both sets of conferrers
agreed on the budget portion for both RIO and PERS. We did have that portion resolved.

Chairman Krebsbach: (15.52) You've heard from the conferees. | have a few comments.
Very few. We are here in good faith today to try to resolve this issue. As you have heard
the House has taken a strong position that they want this. The Senate has pretty much
rejected everything that was in this bill in a previous vote in the Senate. | believe itwas a
46 to 0 vote with 1 absent. | do want to say that in regard to adding to the PERS Board,

| do have problems with that. That Board was established to keep legislators out of it. The
PERS Board as you heard has been operating very well. They've done a very thorough job
for the insured that they are responsible for. It was my understanding that the Employee
Benefits Committee was the area to weigh in on whatever action the Board takes. And
we've been doing that ever since I've been on that Board or committee since in the early
90's. Senator Dever's done an excellent job sharing that. And that's where we can really
vet the issues that the PERS Board brings to us, or the RIO Board - the State Investment
Board. That is part of our duties and | see a complete separation is necessary between
those two entities. Now the other thing that we've discussed quite at length are the other
sections of the bill which are very problematic. They're problematic to the legislators and |
think as Senator Dever has well expressed, we see no need to drag legal issues into this
body which the parts that they are trying to include in here could very well lead us. It
would be fair if the other side would come down and give you their side of the story. | like
to be fair because | think we are laying everything on the table and people can make up
their own minds is the right way to do things. With that, unless there is any further
comment from the conferees, we will more or less recess until we hear further notice from
the House.
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Senator Wardner, Senator Gary Lee, Senator Heckaman
Representative Carlson, Vigesaa, Hogan

Chairman Wardner called the conference committee to order on Tuesday, June 16, 2015
in regards to SB 2022 and gave the instructions on how the committee will proceed. Brady
Larson will go over the budget part of the bill using the amendments and the Jennifer Clark
will go over the policy part using the marked up version of the bill.

Brady Clark: (Amendment 15.8155.02030 - Attachment 1) Went over the changes in the
budget starting with and reading the Statement of Purpose on page 4 of the amendments.

Jennifer Clark, Legislative Council: (Speaking from the marked up copy of the
amendments - Attachment 2.) On page 3, sections 4 & 5 of the amendments are the
make-up of the PERS Board. There are two changes: from the current 7 member board,
we're adding two legislators for a total of nine members. If the House and Senate have the
same majority party, that membership would be one majority and one minority member. |f
the House and Senate had different majority, we would have a majority member from the
House and a majority member from the Senate, so there would be someone from both
parties sitting on the board.

On page 4, lines 10-11, we're recognizing that the state health officer can appoint a
designee if the state health officer does not want to serve on the PERS board.
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Representative Carlson: \We had requested 4 legislative members and moved going back
to two. | have heartburn in the fact that when we hold a two to one majority in one chamber
and a three to one majority in the other chamber, that there is equal representation on the
board. | would have preferred to see a majority member from each chamber plus one
minority member at large. The three members would have worked better. | understand
that its important that we get two members on there, but it is imbalanced according to the
way we are elected today. That is a concern that some of the caucus members expressed.

Senator Heckaman: That would be a consideration, that every other committee that has
appointees that are legislative would be treated the same. Looking at many of the boards
and commissions that are appointed and have legislators on them would also have all
majority when there's four on and no minority people represented. If we want to take a look
at that, then | recommend that we do something with the bill next session that states that
according to the percentages of who are elected.

Representative Carlson: If we looked closer, there are probably a few that would lose
representation because they're probably over represented on a few that would have those
numbers and are imbalanced as it is, as well as some interim committees. I'm just saying
that it doesn't properly reflect the way we're elected today. | think it's a good move to put
the two on there, but | don't believe it's balanced right.

Senator Wardner: You make a point, but we want to keep it non-political and keep this
board focused on doing the job for the employees of the state.

Senator Heckaman: You have good statement there for the fact that maybe no legislators
should be on this committee then because it's probably going to get political if you have a
couple of legislators on there. In our final debate, that's something for us to reconsider is
whether we want any legislators on that board.

Jennifer Clark: On page 5 of the markup, lines 16-30. This chapter addresses more than
just the health insurance policies and is referencing a fully insured uniform group insurance
contract to a hospital, medical or prescriptions. This talks about the medical policies as it
relates to those contracts. This is making a broad statement indicating that the term of the
contract will not exceed two years. This gives the PERS board directions on what to do if
they're going to look at renewing that contract. In the renewing the contract, to consider the
performance of the existing carrier as well as what the proposed premium would be for that
new two year term. In looking at that, we are directing the PERS board to contract with a
consultant to prepare information relating to how to establish what's reasonable for that
premium. And we also direct the PERS board to evaluate certain measurements in
determining the carrier's performance.

In subdivision C, page 6, lines 5-9 that if it's determined that the premium is too high and
the performance is not acceptable and they do go out and re-solicit, that the board needs to
specify its business for that determination.

Senator G. Lee: We've talked about including some metrics in this section, but I'm
wondering if these aren't metrics that are already being used by the board in terms of
making a renewal agreement or not - or if something else is being used. Or are these
different or new like adding a consultant for example.



Senate Appropriations Committee
SB 2022 conference committee
June 16, 2015

Page 3

Jennifer Clark: I'd like to defer to Mr. Collins, but language that we put in here was
created in consultation with PERS so we worked together in determining those metrics. |
can't tell you if that differs in what they are doing now.

Spark Collins, Executive Director, NDPERS: This matches up with what we do today.
We do or retain a consultant who independently and concurrently will do a projection of
premiums for us that we can use as a basis or a benchmark to compare the
reasonableness of the proposed renewal. Sometimes 5% is the most reasonable number
and sometimes 20 is the most reasonable number, but we need the expertise of an actuary
to go back thru that data and help do the metrics.

On the performance side, there are things we look at, like call response time, bad calls, and
all kinds of variables that we review. Yes, this does match up.

Senator G. Lee: Is that a consistent consultant that you've used over time or is this
something you put out on a bid? How do you retain that particular consultant?

Sparb Collins: We put it out on bid. (Named 4 different services they have previously
used.)

Representative Carlson: I'm satisfied that the language is what we asked for as to codify
the process they use so we have something understanding at how we arrive at these
premiums and so the person getting the contract understands exactly what are the
requirements. Whether you're going to do it in two years or not in two years, someone who
double checks your numbers to make sure they're right.

Senator Heckaman: Would the contractor know about these rules whether it was in code
or not? Would they understand the rebid process if we didn't have it here?

Sparb Collins: They understand that there is a possibility for a renewal that will occur.
That is specified in the RFP. Have we laid this out with this detail, no. This does provide
that clarification. This renewal process doesn't start in two years, it will start next summer.
In this case, they will have twelve months to be judged on.

Jennifer Clark: On page 6, Section 7 of the proposed amendments. Here we are creating
a brand new section of law. This is specific to the health insurance uniform group plans.
We start out with a broad statement saying the privacy issue of information the carrier has
relating to the providers and to the insureds.

Except as necessary for treatment, payment, or health care operations, a health insurance
carrier cannot disclose identifiable or unidentifiable information relating to the insured or the
provider. It specifically addresses information that it would be sharing with health care
delivery entities. So they're not addressing other people they may share that information
with if you provide information to a health care delivery entity.  The general statement is
"Don'tdo it." Lines 17-21 is a safety net with this general statement saying don't share that
identifiable or unidentifiable information; however, we're authorizing the PERS board to
establish some exceptions where they will allow that information to be shared with the
health care delivery entity. They've been given some parameters which is basically some
HIPPA language. That language is to give them guidance, how far they can open that up.
What we've said is for the limited purpose of addressing research, public health care,
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health care operations, public interest and benefit activities. They can open that up and
allow a carrier to disclose identifiable or unidentifiable information to a health care delivery
entity. Regardless of what kind of authority we give the PERS board, they are not allowed
to open it up or may not be more permissive than state and federal law.

Jennifer Clark (continuing with section 8): This is temporary or session laws. This
language relates specifically to 2015-17 biennium. It's a statement saying essentially if the
PERS health insurance premium increases, the PERS board is restricted and is not
allowed to use any funds from the reserve fund or from another source to cover that
increase in policy premium. In the upcoming biennium, if there is an increase in health
insurance premium, there is no funding source to cover that. My understanding is that
they'd be looking at increasing benefits to address the premium increase.

Senator Heckaman: If we're looking at bidding this out for two years, we're looking at
premiums staying constant, but we know that there are things come along and I'd like to
ask Mr. Collins what kind of a bind does this put the PERS board in? Will we expect
services or benefits to be cut?

Sparb Collins: As a fully insured plan right now, we've contracted for the scope of
coverage and plan signed that's there. So as long is everything stays the same - no
problem. As we mentioned the other day, a grandfathered plan does not cover birth control
right now. That's being contested in the courts and if during the next two year period, the
court would determine that grandfathered plans have to have this coverage and they say
you have to do it immediately, the procedure would have to be, since that wasn't part of the
contract, we'd have to go back to the carrier and come up with an amount to provide that
additional coverage. With the reserve funds being limited, we would not be able to go to
the reserve funds to be able to offset that increase as a result, therefore we'd negotiate with
the carrier to provide that. The options would be to cut benefits somewhere else because,
let's say birth control costs $6/month/contract, then you'd have to look for $6/month in
offsets somewhere else. Or we'd try to negotiate with the carrier that we would bring that
issue to the next session in January and then agree to wait for the session to cover that.

Senator Heckaman: So this is not necessarily the carrier's issue, it might be a court that is
causing this?

Sparb Collins: There shouldn't be anything from the carrier's standpoint that is going to
cause an increase to us. We're locked in. It's external entities, for example, if today for
some reason, you added a benefit to the plan that isn't there, we'd have to go back and
renegotiate it. It's just any change to the contract.

Representative Hogan: When those external changes have happened, | bet there were
some relate to ACA. Do they typically also include the opportunity to wait until the next
legislative session?

Sparb Collins: Like the ACA changes, and a lot of times this is a federal legislative
change, the federal government will say they become effective on the next renewal date
rather than immediately which means that the change would occur but our next renewal
date would be after you have met.
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Senator Wardner: It was kind of my understanding that if there were external changes,
that those would be covered with the reserve fund, but | misunderstood when we were
talking last week. You don't think this is a problem the way its written right now?

Sparb Collins: Assuming no external events. Do we have many external events? Just so
everyone is aware, that if one happens, then this is what we'd have to talk about. Maybe
there are other remedies in the statute that might be able to be used as well.

Senator Wardner; This concerns me that we would cut benefits. | don't want that to
happen.

Representative Hogan: Could PERS go to the emergency commission for authority?

Senator Wardner: | can't answer that. Is there anyone on legislative staff that could
answer that??

Representative Carlson: We don't' have that kind of money sitting in there. (Senator
Wardner agreed.)

Sparb Collins: There is a provision in the statute that as a result of federal changes
employee we've formed Legislative Employee Benefits Committee. That may be an option
too.

Senator Heckaman: | think we should seriously reconsider this section given the
information we got today. | certainly don’t want to cut benefits to anyone either. Even Mr.
Collins has no idea what's coming down, if the court ruling is coming down. He has no
idea about that. | guess | don't know why we even have this section in here anyhow. | think
we should consider omitting this section.

Sparb Collins: Another option would be to provide a caveat that should there be required
external changes in the plan design that those would be able to be clearly identified to you.

Senator Wardner. We'd add a line that says "frozen except for external or required by
state or federal"

Representative Carlson: The bid is the bid and we're dealing with hypotheticals on
everything else. This was meant to make sure we save money on this bid. We don't want
that bid enhanced because it's like a change order to a contractor. We don’t want to
change orders because the bid is the bid. We feel very strongly in the house that this
money should be set there and see how this new change works and have the bid be the
bid. They based their assumptions on past history, on claims and all those things. If we
want to legislate a hypothetical, | suppose we can, but it would have to be a pretty rare
exception that we'd allow that and in most cases, we found out from the ACA that if they
allow us to deal with those when the next contract comes due so it isn't like you have to do
it immediately. In most cases you're given the time until you get to the next renewal
because they can't dump it on you in the middle. | think the language is just fine the way it
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is. | think it is well covered. The bid is the bid. If something comes up, there's usually
language that allows from the federal government for us to deal with the next budget cycle.

Senator Wardner: | agree that the bid is the bid. The insurance carrier did not plan on
anything being added when they bid it. They cannot change their bid. A contract is a
contract but if you have something come in from the outside that wasn't a part of the
situation when it was bid, then you could have some added issues.

Senator Heckaman: We had a document last Monday from PERS that documented the
amount that you used out of the reserves. Was that for the current biennium or the last?
How was that money used - about $10M, right?

Sparb Collins: That was the one that Legislative Council prepared. This last biennium
there was a 2% buydown of the premiums. This biennium there is no buydown of
premiums, so that's why the reserves, this assets not an issue for us.

Senator Wardner: Sparb, if you think we can live with section 8 for two years, I'll buy that.

Sparb Collins: Yes, we just don’t generally have these events come up. When they do
come up, they have a delayed implementation time. We've understood that for
administrative purposes, we can continue to adjust for that, so yes. It would be a very
remote possibility.

Representative Carlson: I'd like to bring up one thing extra. I'd like to ask Mr. Bjornson to
explain section 4 of amendment 15.8155.02031 (Attachment 3). It has to do with the
Attorney General's opinion that was given on continuing appropriations.

John Bjornson, Legislative Council: This is in response to the opinion of the Attorney
General that there may be implied authority for PERS or other agencies to operate under a
continued appropriation. The opinion relied upon implied authority having to suggest that
an agency could operate with a continued appropriation.  So this states that if there's a
statute that provides a continuing appropriation to a state agency, that authority, if it is
specified in a statute is said to be for the express purpose that's specified and that there
may be no implied authority beyond that expressed purpose. Essentially, in the heart of
that opinion, that there was implied authority in several places to operate. This would
eliminate any implication of additional authority beyond the expressed purpose for
legislative continuing appropriation that is created.

Senator Wardner: So only where it's implied? You can't extrapolate anything else that
can be added to that.

Representative Carlson: If it is not stated, it cannot be implied. That's basically what the
amendment says. If it's not stated, it can't be implied. His opinion was very much leading
on the fact that it's implied but we're really not sure if it says or it doesn't say it, but it's
implied that you could do it. | think that's dangerous policy from the legislative perspective.
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Senator G. Lee: So this would clarify the fact that, in the case we're dealing with now in
terms of what the attorney general had said, PERS and RIO would not be able to go into
the next biennium with spending authority?

John Bjornson: The opinion was somewhat vague and didn't ultimately conclude how
much authority there is under the continuing appropriations. This would be for what's
specifically stated in those continuing appropriations. For instance, there's a continuing
appropriation for PERS to administer retirement funds. Then under this statute, it would
simply be that - to administer the funds or for RIO to work with consultants and manage
investments. So the authority would only be to what is specifically stated in that continuing
appropriation and they couldn't do other things. It's not totally contrary to what that opinion
states, but this would state that you can't go any further than what's actually in the
language of statute. So PERS could still operate for certain things. The opinion stated that
but it also stated that it wasn't sure how far they could go in certain areas. This would say
you can only go this far because that is what's stated and there's no implication you can do
other things.

Representative Carlson: | bring this forward because | think it's important that we clarify
that. When we saw the opinion, we all had the question, "Is this a new policy that we don't'
have to settle the budget ever for anybody and they can just continue funding?" This is a
legislative responsibility and | think we need to be clear that if it's in statute that they can
continue, and if it's not in statute they can't. | brought it forward because it was specifically
addressed in this bill in his opinion.

Senator Wardner: We don't know for sure if it is or isn't and we want it to be correct. |
don't want to deal with this in this particular bill. | think we need to take care of this next
session to make sure we clarify that so we do not have an executive branch dictating what
the legislature should be doing. | think we need to be careful about putting policy on
budget bills. We don't do that because that's what gets us into this bind so we need to be
fairly cognizant of that. | appreciate you bringing it up, but I'm not in favor of dealing with it
at this time.

Representative Hogan: | agree that it's a legitimate issue and needs to be studied, but
because we haven't researched it and not have an opportunity for a public hearing, I'm
concerned about putting it in this bill at this time.

Senator Wardner: When we do pass legislation, and if it's for continuing appropriation, we
better make it clear that this is what we want. We may have to take a look at language in
the PERS section of the code and ask if this is what we want and make sure it's not
implied. | agree with Representative Carlson that we have to be careful about having
things implied by an executive branch office.

Representative Carlson: The word implied means a lot of different things to a lot of
different people. In most cases, our budgets are very clear as to whether or not there is
anything implied to be continuing or not. | wanted to make sure this is on everybody's radar
screen that it is our constitutional responsibility to fund money. This cannot go by without
having this addressed in the next session. It's also not unusual that there is policy among
budget bills.
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Senator Heckaman: | moved that the conference committee approve SB 2022 only
sections 1 through 3 omitting 4-8. The reason for that is that we just told PERS that they
are able to hold on until the next session coming up. These issues impact 65,000 policy
holders in the State of North Dakota.

Representative Hogan seconded the motion.

Senator Wardner. We went thru negotiation process last week. | realize it was a tentative
recommendation but it was a good faith negotiation. For that reason, | will not vote for the
motion but | do agree with what you say. This was a good faith agreement.

Senator Heckaman: | understand good faith, but this morning we brought forth more
concerns about this that we didn't resolve to my satisfaction and I'm not sure to the
satisfaction of a lot of the policy holders. There has been change. At this point, there's no
need to put new policy on this budget but we do need to pass the budget then next session
these changes can be addressed and find something that works for everybody.

A Roll Call vote was taken. Yea: 2 Nay: 4 Absent: 0
Motion failed.

Representative Carlson moved to accept amendment 15.8155.02030.
Representative Vigesaa seconded.

Representative Carlson: We had good faith negotiations on both issues and didn't get
everything we were looking for here, but there is $254M that we pay as a state for full
coverage which is better than a lot of the citizens of this state are able to carry and afford -
$1130/month/individual. It's a big deal and needs our watchful eye as we look over this. All
these issues were vetted in a hearing in both the House and in the Senate - in HB1475 and
again when it came to the conference committees. | would hope we would take this to our
chambers and pass this bill.

Senator Wardner: | would hope we can support this issue. Both sides have some things
they don't like in the bill and both sides have some things that they do like in the bill. We
came back because we wanted the legislature to do their job. It was the right thing to do.
We were at 180 degrees on Day 77 of the session. The process works. It's not done yet,
but hopefully later on today we'll be able to pass this bill now and do our job. As we come
back and get ready for the next session, we take care of some of these shortcomings that
we've identified.

A Roll Call vote was taken. Yea: 5 Nay: 1 Absent: 0
Motion carried.

Senator Wardner thanked Legislative Council and their staff, and the conferees for the
professional negotiations last week and this morning. He adjourned the meeting.
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PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2022

That the House recede from its amendments as printed on pages 1778-1784 of the Senate
Journal and pages 1982-1988 of the House Journal and that Engrossed Senate Bill No. 2022

be amended as follows:;

Page 1, line 2, remove the second "and"

Page 1, line 2, after "transfers" insert "; to create and enact a new section to chapter 54-52.1 of |
the North Dakota Century Code, relating to uniform group insurance program benefits
coverage contract requirements, prescription drug coverage audits, and a report to the
legislative audit and fiscal review committee; to amend and reenact subsection 17 of
section 54-02-01 and section 54-52-03 of the North Dakota Century Code, relating to
the retirement board and section 54-52.1-05 of the North Dakota Century Code,
relating to public employee retirement system contracts for health insurance benefits
coverage; to provide a statement of legislative intent; to provide for application; to limit
the use of health insurance program reserves; and to declare an emergency"

Page 1, replace line 13 with:

"Salaries and wages

Page 1, replace line 17 with:
"Total special funds

Page 1, replace line 23 with:
"Salaries and wages

Page 2, replace line 1 with:
"Operating expenses

Page 2, replace lines 3 and 4 with:

"Total special funds
Full-time equivalent positions

Page 2, replace lines 9 and 10 with:

"Grand total special funds
Full-time equivalent positions

Page 2, after line 15, insert:

$3,772,504

$4,899,369

$5,016,339

2,280,894

$7,650,450
33.00

$12,549,819
52.00

$568,047

$514,056

$972,063

377,060

$1,245,896
0.00

$1,759,952
0.00

$4,340,551"

$5,413,425"

$5,988,402"

2,657,944"

$8,896,346
33.00"

$14,309,771
52.00"

"SECTION 3. AMENDMENT. Subsection 17 of section 54-52-01 of the North
Dakota Century Code is amended and reenacted as follows:

17. "Retirement board" or "board" means the seven-persons-designated-by

this-chapter-as-the governing authority ferthe-retirement-system created
under section 54-52-03.
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SECTION 4. AMENDMENT. Section 54-52-03 of the North Dakota Century
Code is amended and reenacted as follows:

54-52-03. Governing authority.

A state agency is hereby created to constitute the governing authority of the
system to consist of a board of sevennine persons known as the retirement board. No
more than one elected member of the board may be in the employ of a single
department, institution, or agency of the state or in the employ of a political subdivision.
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