PUBLIC EMPLOYEES' RETIREMENT BOARD
100 N. Park Avenue, Room 201
Helena, MT 59601

Thursday, February 13, 2014
MINUTES

Scott Moore, President
Terrence Smith, Vice President
Bob Bugni, Member
Mike McGinley, Member
Melissa Strecker, Member
Timm Twardoski, Member
Sheena Wilson, Member

MPERA Staff

Roxanne Minnehan, Executive Director
Melanie Symons, Chief Legal Counsel
Barbara Quinn, Fiscal Services Bureau Chief
Patricia Davis, Member Services Bureau Chief
Hollie Koehler, Internal Auditor

Kate Talley, Legal Counsel

Jenny Weigand, Education Supervisor
Cynthia Piearson, Executive Assistant

Public

Tom Schneider, MPEA

Diane Fladmo, MEA-MFT

Rick Ryan, Ed Cleary, Rick Hansen, Scott DeMarois, Jason Baker, George Richards, Derek Harvey,
Blaine Cowan, MSFA

K.V. “Ginger” Aldrich, Legislative Services Division

Beth Long, GWRS

Yvette Englert, Department of Administration — Human Resources

Call to Order
President Scott Moore called the meeting to order at 8:30 a.m.

Roll Call
Six members of the Board were present. Member Mike McGinley was excused.

Public/Member Comment
There was no public comment.

Consent Agenda
1. Board Meeting Minutes — December 12, 2013, January 9, 2014
2. Special Board Meeting Minutes — December 20, 2013
3. Building Lease Contract — BOI/PERB
4. Out of State Travel Authorizations
a. APPFA - Las Vegas, May 4-7, Hollie Koehler
b. PRISM - Orlando, May 11-14, June Dosier/Dave Swenson
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c. GFOA - Minneapolis, May 18-21, Diann Levandowski
Vice-President Terrence Smith requested to pull the building lease contract for discussion.

Motion:  Member Sheena Wilson moved to accept the consent agenda as presented with the exception
of the building lease contract, which was pulled for further consideration.

Second:  Member Timm Twardoski

No public comment.

Vote: 6/0

Vice-President Terrence Smith asked questions about the amortization of remodeling costs in the building
lease contract.

Barbara Quinn, MPERA Fiscal Services Bureau Chief, said there currently is $20,000 in MPERA’s
budget to cover the $27,000 remodeling costs. The agency needs an additional $7,000.

She further explained Board of Investments has added an extra 36 cents/square foot for 14,000 square feet
into the new lease contract, which will amount to an extra $8,000-10,000 beyond the cost of the $27,000
remodeling over the seven year life of the lease. In addition, there will be an annual 2% rate increase.
Based on this information, she recommended MPERA pay for the remodeling with cash, rather than
amortizing the cost into the new lease contract.

Ms. Quinn clarified there are two separate options: (1) amortizing the costs into the lease contract, which
is a standard procedure for the Department of Administration, or (2) MPERA pays the costs directly.

Vice-President Terrence Smith said he preferred MPERA pay the costs rather than amortizing the cost
into the new lease contract. He said MPERA should capitalize the lease and spread the costs out over
seven years outside the lease.

The Board agreed it made sense for MPERA to pay the costs itself as the agency has the money budgeted
to do so.

No motions were necessary to authorize MPERA to follow this direction.

Board Meeting Schedule

President Scott Moore said he would like the Board to revisit their meeting schedule—recently changed
to every other month—due to the transition period as MPERA seeks a new executive director. He said he
felt it would be wise for the Board to meet monthly during the transition period, in order to have a
presence and to keep everything running smoothly.

Board members agreed this would be advisable. Meetings were scheduled for March 13, April 10, and
May 8.

Motion:  Member Timm Twardoski moved to accept the new meeting schedule.
Second:  Member Sheena Wilson

No public comment.

Vote: 6/0
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Deferred Compensation/457 Plans Administration
Patricia Davis, MPERA Member Services Bureau Chief, reported on three items related to administration
of the Deferred Compensation/457 Plans.

EIAC Member Appointments

Ms. Davis requested the Board’s approval to appoint Steve Hagen, Assistant Police Chief of the Helena
Police Department, to EIAC. Mr. Hagen would replace Steve Johnson, who resigned from EIAC in
September 2013.

Motion:  President Scott Moore moved to appoint Steve Hagen to EIAC for the remainder of Mr.
Johnson’s term expiring July 31, 2014 and for an additional three year term expiring July 31,
2017.

Second: Member Sheena Wilson

No public comment.

Vote: 6/0

EIAC Fund Recommendation

Ms. Davis asked the Board for approval to remove Columbia Mid-Cap Value — Z (NAMAX) fund from
the 457(b) investment options. The Columbia Mid-Cap fund has been on probation status since the third
quarter of 2011 due to poor performance and failure to meet standards outlined in the 457(b) investment
policy statement.

She said EIAC supports replacing the Columbia Mid-Cap Value-Z fund with MFS Mid Cap Value |
(MCVIX) in the 457(b) plan effective May 30, 2014. The request is based on a recommendation from
Wilshire Investment Consultants.

A plan is in place to do the following:

e Provide written notification of fund termination to participants who are currently investing in the fund
by February 28, 2014.

e Add new MFS Mid-Cap Value | (MCVIX) fund to 457(b) fund options by March 1, 2014.

e Transfer any remaining investments from NAMAX to MCVIX by May 30, 2014.

e At close of market on May 30, 2014, Columbia Mid-Cap Value-Z (NAMAX) is closed to new
investment.

Motion:  Vice-President Terrence Smith moved to adopt EIAC’s recommendation to replace the
Columbia Mid-Cap Value - Z fund with the MFS Mid-Cap Value | fund.

Second:  President Scott Moore

No public comment.

Vote: 6/0

Investment Consultant RFP

Ms. Davis reported on the investment consultant RFP. She reminded the Board they had asked at their last
meeting to add more Board members to the evaluation committee. She asked for volunteers to fill two
spots, noting that Member Bob Bugni—who had volunteered earlier for the evaluation committee— is
now leaving the Board. Members Sheena Wilson and Timm Twardoski volunteered.

It was clarified that the evaluation committee will make the decision on the winning vendor. The full
Board will approve the contract.
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Informal Consideration — Terra Verde Heights Volunteer Fire Department

Barbara Quinn, MPERA Fiscal Services Bureau Chief, reported the Terra Verde Heights Volunteer Fire
Department is asking the Board to accept their late filed Annual Certificates for FY2006 (filed on June 6,
2007) and FY2013 (filed on November 18, 2013). The Annual Certificates were signed by the Fire Chief
and notarized. Training documentation by fiscal year was included, as is required. These are the only two
late filings in the past decade for this volunteer fire department.

The request entails two years of service covering seven members for FY2006 and eight members for
FY2013.

In response to a question from President Scott Moore, Ms. Quinn acknowledged there is typically a lot of
back and forth between MPERA and the volunteer fire department to get annual certificates properly
completed and filed.

Motion: Vice-President Terrence Smith moved to grant the two years of service credit to the Terra
Verde Heights Volunteer Fire Department.

Second: Member Melissa Strecker

No public comment.

Vote: 5/1. President Scott Moore opposed. Motion passes.

Quarterly Budget Review

Barbara Quinn, MPERA Fiscal Services Bureau Chief, provided the Board with a budget update for the
second quarter of FY 2014. It would be expected that about 50% of the budget would be expended by the
second quarter and the budget is under that mark.

Ms. Quinn offered some insight into areas that are within budget as well as over/under budget. Budget
items on target or under budget include personal services, other services, supplies and materials,
communications, travel, rent, repairs/maintenance, and other expenses. Budget items being monitored
include State of Montana IT services, legal services/court costs, and insurance/bonds.

Ms. Quinn also reviewed the cash balance, MPERALiv carryover, and MPERALiv project expenditures.

President Scott Moore and Vice-President Terrence Smith asked Ms. Quinn to investigate the possibility
of separating IT costs for MPERALtiv from IT costs for normal agency business. She agreed to explore the
Board’s request.

Member Sheena Wilson asked if the communication costs for the Deferred Compensation Plan were truly
at 72.9% and, if so, why? Ms. Quinn stated a correction was needed on that item to reflect a misallocation
of printing costs.

Member Bob Bugni asked about how MPERA planned to handle the actuary’s recommendation to
include administrative costs in the actuarial valuation. Ms. Quinn said the actuary’s recommendation
would be brought to the Board for action in the future.

Recordkeeper RFP Contract

Melanie Symons, MPERA Chief Legal Counsel, reported she and Patricia Davis have been working on a
new contract for Great-West Financial, who received the highest score on the recordkeeper RFP and was
awarded the contract.

Ms. Symons said she would be working with Perry Christie of Great-West Financial and hoped to get a
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draft contract to him by February 25. She anticipates that contract negotiations will be completed by mid-
March and the final contract will be brought to the Board for approval in April.

Board Strategic Plan — Working Group Updates
Roxanne Minnehan, MPERA Executive Director, asked the Board and MPERA staff to give updates on
the various strategic plan work groups that were created at the Board’s Annual Retreat last October.

Progress was reported by the work groups, as follows:

I. Initiate and improve good two-way communications with the Governor and Governor’s Office staff
President Scott Moore, Member Terrence Smith and Member Sheena Wilson will meet with the
Governor’s Office this afternoon (February 13). In addition, the Governor’s Office will be invited to
attend the next Legislative Committee meeting on March 13.

Il. Transition the Board meeting schedule from monthly to six times a year
President Scott Moore said this is still a goal, and the Board will get there in the future.

I11. Educate our employers, members, and other stakeholders about MPERA

Members Sheena Wilson and Timm Twardoski, as well as MPERA staff Roxanne Minnehan and Patricia
Davis, met on January 28 to discuss the importance of educating employers, members, and other
stakeholders. A stakeholder meeting will be scheduled before the end of April. Diane Fladmo of MEA-
MFT received thanks for her role in helping this work group.

IV. Ensure the full, on-time, and successful implementation of MPERALtiv
This goal is moving forward with full support from the Board.

V. Begin the legislative agenda to fund retirements for both Game Wardens and Sheriffs
This goal is a work in progress, and it will be discussed further at the Legislative Committee meeting this
afternoon (February 13).

V1. Address the University System employee contributions issue
A legislative bill needs to be written to address this issue, and it will be discussed further at the
Legislative Committee meeting this afternoon (February 13).

VII. Begin the transition / succession planning for Executive Director Roxanne Minnehan
This goal is a work in progress. A comprehensive timeline for the hiring has been developed. The
executive director job has been posted; it closes on February 24.

VIII. Increase the interactions and mutual support between the Board and staff

This goal falls in line with goal VII. The work group has not met yet, but there have been some internal
happenings to support the goal including board/staff interaction during the morning break at today’s
meeting (February 13).

IX. Prepare for the Court decisions about GABA rules, both prongs
The hearing for this lawsuit has not been scheduled yet.

Committee Updates

Legislative Committee
Chairman Terrence Smith reported the committee will meet next on March 13.
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Personnel Committee

Chairman Timm Twardoski said the committee will meet sometime the week of February 24-28 to work
on the executive director hiring process. In addition, the Labor Management Committee met on February
5 and has been doing excellent work.

Policy Committee
Chairwoman Melissa Strecker said the committee still needs to meet to make needed policy changes.

Audit Committee
Chairman Bob Bugni reported the committee will meet today (February 13) after the regular Board
meeting.

EIAC Committee
Patricia Davis said the next EIAC meeting will be April 17 to review investment policy statements.

GASB Update
Barbara Quinn, MPERA Fiscal Services Bureau Chief, said MPERA has been holding internal meetings.
She shared the following updates:

o Information has been received from the actuary. There will be a teleconference next week to discuss
the information.

o Employer contact information is being compiled for future communication.

o Decisions are being documented and will be shared with State of Montana Accounting and Teachers
Retirement System (TRS) in a future meeting to ensure all parties are in agreement.

o There will be another meeting of the statewide GASB focus group.

e Diann Levandowski has been tasked with leading the GASB initiative for MPERA, including
scheduling meetings and assigning work items.

e The actuary will be working on GASB 68 information next month.

e An update will be given to Montana’s Legislative Audit Division.

e A temporary accountant is being hired, and will be assisting with the GASB initiative.

Board of Investments Update

Member Sheena Wilson reported the next meeting will be February 25-26. She encouraged anyone who’s
interested to attend. She also complimented Roxanne Minnehan of MPERA and Shawn Graham of TRS
on their excellent media release about investment returns.

Executive Director’s Verbal Update
Roxanne Minnehan, MPERA Executive Director, provided the Board with informational updates.

Staffing Update
Based on results of interviews conducted in January, it was decided to repost the new attorney position.

Two MPERA employees were interviewed for the benefit analyst position vacated by Jodi Hogart; a
decision should be made shortly. Only one MPERA employee applied for the three new call center
positions, so the agency is deciding how to proceed as all three positions are needed.

The Board discussed whether it might be beneficial to wait until the new executive director was on board
to hire the new attorney, so he or she could have input into the hiring decision. Ultimately, it was decided
to move ahead with the hiring rather than wait for the new executive director.
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SAVA Interim Committee

The committee met on February 6. At the meeting, Sheri Scurr of Legislative Services Division presented
the history and mechanics of Plan Choice Rate; her research brief was very beneficial. Ms. Scurr also
provided information on the responsibility for setting the actuarial assumed rate of return. SAVA’s next
meetings are scheduled for April 8 and June 5.

Economic Affairs Committee

The committee met on January 28. They are studying a possible restructure of State Fund. Ms. Minnehan
presented information on the actuarial impact, stating that whenever a group is removed from a retirement
plan there is a negative effect on the system’s funding (unfunded actuarial accrued liability increases).
The Workers’ Comp Board will be discussing this same topic on February 28.

Office Remodeling

Construction, which began on January 20, is mostly completed with only a few minor delays. The
remodeling passed the examination of local building inspectors today (February 13). Diamond
Construction did excellent work, kept a clean environment, and was very accommodating to our
employees’ needs. Cynthia Piearson, MPERA Executive Assistant, served as project manager for the
remodeling. Kelly Winterburn, MPERA IT Network Administrator, also contributed significantly by
helping with office moves and cubicle furniture ordering. Ms. Minnehan complimented the employees for
doing a wonderful job.

Labor Management Committee
The committee is working on career ladders. The committee started by reviewing a benefit analyst
position and is developing a timeline for reviewing other types of positions.

Litigation Update

Kate Talley, MPERA Legal Counsel, gave an update on the Fauque case, which is now before the
Supreme Court. The District Court has now transferred the case records to the Supreme Court. The next
step is for Fauque to submit an opening brief; MPERA will then have 30 days to submit a response.

Melanie Symons, MPERA Chief Legal Counsel, reported that the Plan Choice Rate lawsuit had a
scheduling conference on January 24. Judge Reynolds ruled to postpone the class action lawsuit until after
summary judgment. MPERA’s opening brief is due March 10.

President Scott Moore called for a 45-minute break beginning at 10:15 a.m. The Board enjoyed
refreshments with the MPERA staff.

Education — New Board Member Orientation
Roxanne Minnehan, MPERA Executive Director, asked the Board for input on the information to be
provided to new Board members.

The Board provided a variety of suggestions, including creating one-page fact sheets and offering a pre-
meeting with MPERA’s executive director and chief legal counsel. It was agreed the materials should be
in both paper and electronic formats.

MPERALiv Discussion

The Board’s closed agenda originally contained an executive session on the MPERALtiv project. It was
agreed that this discussion would be more appropriate in the public portion of the Board meeting. June
Dosier, MPERA’s Information Systems Manager, relayed to the Board her concerns about the risk of
delays in the project due to staff turnover. She said this includes the transition to a new executive director.
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The Board listened to the concerns and asked a number of questions. Among the topics were the quality
of the MPERA management team, MPERALiv core team, and project vendors; an upcoming legislative
audit of the MPERALiv system; professional facilitation being conducted with the MPERA management
team to help improve its effectiveness; ways to improve Board/staff relations; and plans for
communication to MPERA staff during the transition to a new executive director.

The Board reiterated its support for MPERA staff and the MPERALiv project, including the importance of
keeping the project on track, on time and on budget.

Informational Items
There was no discussion by the Board on the following items: MPERAtiv Written Update; Laserfiche
Conference Reports; Operation Board Summary; and Interim Newsletter.

Adjournment
President Scott Moore adjourned the open meeting at 12:38 p.m.
CLOSED MEETING SUMMARY
The following portion of the meeting relates to matters of individual privacy. The Board President
determined that the demands of individual privacy clearly exceed the merits of public disclosure. As such,

this portion of the meeting was closed at 1:00 p.m.

Member Mike McGinley was excused. Member Sheena Wilson left the meeting early due to an
appointment.

Consent Agenda

o Closed Meeting Minutes — December 12, 2013, January 9, 2014
° Disability Report

o Finalized Service Retirements/Death Benefits

Motion:  President Scott Moore moved to approve the consent agenda as presented.
Second:  Member Bob Bugni
Vote: 6/0

Contested Cases

Informal Consideration, PERS, Benefit Option, TA

Patricia Davis, MPERA Member Services Bureau Chief, reported on a request by a PERS member for
consideration to change the contingent annuitant although the formal deadline has passed. Specifically,
the member is contesting an MPERA staff decision made December 18, 2013, denying a request to
change the contingent annuitant on the member’s retirement benefit due to a divorce. MPERA staff
advised the member that he/she was unable to change the contingent annuitant because the request for the
change was not timely as required under law (19-3-1501, MCA). The member claims there were
extenuating circumstances that prevented completion of the necessary paperwork on time.

Staff recommendation is to uphold the prior staff determination to deny the member’s request to change
the contingent annuitant. MCA 19-3-1501(7) allows members receiving an optional retirement benefit to
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change or “pop up” their benefit in the event of a divorce. However, MCA 19-3-1501(10) requires that
members must file the necessary documents with the board within 18 months after the divorce has been
finalized. The member’s paperwork was not received until at least 20 months after the divorce.

Motion:  President Scott Moore moved to uphold staff recommendation of denying the request to
change the contingent annuitant.

Second:  Member Melissa Strecker

Vote: 4/1. Vice-President Terrence Smith opposed. Motion passes.

Informal Consideration, PERS, Service Credit, SC

Patricia Davis, MPERA Member Services Bureau Chief, reported on a reinstatement of service for PERS
member who was awarded back pay under a settlement agreement following an arbitration agreement
with the Montana State University in April 2008. The member was awarded full back-pay for time
between June 2007 and September 2007.

MPERA has received full payment of employer and employee contributions necessary to award service
credit for the time the member had lost in PERS (four months of service credit and four months of
membership service). Staff recommendation is to award the service credit to the member.

Motion: ~ Member Bob Bugni moved to uphold staff recommendation to award the service credit.
Second:  Member Timm Twardoski
Vote: 5/0

Legal Cases Update
Melanie Symons, MPERA Chief Legal Counsel, and Kate Talley, MPERA Legal Counsel, had no
additional updates beyond what was reported in the open meeting.

Adjournment
There being no further business before the Board, President Scott Moore adjourned the closed meeting at
1:30 p.m. The next regular meeting will be March 13, 2014.
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