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MMIA Investment Regulations:
MCA Title 7, Chapter 6 - Pre HB 291
Allowable

Asset Class: Further Defined as:
Investments

| Obligations of the US Government including
\U.S. Treasuries Treasury bills, notes, bonds, SLGS, STRIPS, or
| similar Treasury obligations

| . Agency debentures issued by FHLB, FNMA,
US. A
? US government security money market
Money market funds & y y
i funds
Maximum maturity for a
. . 10 Years
single security

Investment arimum versge

portfolio

[} e -
O O rt u n It I es y Agency-backed » Agency-backed Structured Securities
. Structured Securities

Asset -backed Securites  [Non-agency Structured Securities

Tax-Exempt & Taxable Bonds issued by state, special districts, local
Municipal Securities government, etc.

Substantially the same types as those that an

 Foreign Securities , , . . .

1 ) insurer is permitted to acquire under this
:(excluding Canada)

‘ chapter

Medium and lower-grade |NAIC 3-6 / Fixed income and preferred rated
investmen

Preferred Stocks

3 Assets not specifically prohibited in this
Basket Clause chapter the lesser of 10% of AA or 50% of
‘ surplus

= Allowed
= Prohibited




MMIA Investment Regulations:
MCA Title 33, Chap 12 - HB 291 Enacted
All I
owable Asset Class: Further Defined as:
Investments

U.S. Treasuries U.S. Treasuries

U.S. Agencies U.S. Agencies
Money market funds Money market funds

M M IA Agency-backed . Agency-backed Structured Securities

Asset -backed Securites |Non-agency Structured Securities
Investment

Tax-Exempt & Taxable  |Bonds issued by state, special districts, local
O p p O rt u n it i e S . Municipal Securities government, etc.
[ ]

Substantially the same types as those that an
insurer is permitted to acquire under this
chapter

Medium and lower-grade |NAIC 3-6 / Fixed income and preferred rated
P O ST H B 2 9 1 investments below investment grade
Preferred Stocks US Only

Foreign Securities
(excluding Canada)

Assets not specifically prohibited in this
Basket Clause chapter the lesser of 10% of AA or 50% of
surplus

- Allowed No security or portfolio
- Prohibited maturity limitations.




What is TMLIRP?

» Property Casualty (WC, LB, Property & Cyber) Risk
Pool serving Texas municipalities

e |nvestment base of $850 million out of $900 million total
assets

* Equity balance $390 million

» Target equity range of $340 million to $640 million, base
is 1-in-200 year capital event(s)

Building for the Future

RISK POOL




How we got here?

Capital strength insulated
membership from volatile
loss environment

Reinsurance Fund - TMLIRP’s Captive

sharing risk across programs
g prog Firefighter union’s

_ influence after = $400
Legislative pressure on long-terfilbieua IR TAE EETW LTI ol $350

T Fund Cre - [
liabilities increased benefits Equity Position $300

Texas $250
Workers’ Compensation $200
law change $150

Desire to enhance re
volatile environme

$100
Operating Performance $50

— e | | [ T[] 7 ___-llll.ll_ [ | .--- _-I $0

7576777879808182838485868788899091929394959697989909@&[3%68506070809101112131415161718192021222324 ($50)

W |
Building for the Future TML

RISK POOL




Challenges bring opportunities

Reinsurance Fund - TMLIRP’s Captive Inquiry into captives to expand beyond
sharing risk across programs regulatory constraint - PFIA

Legislative pressure on long-term 2019 Legislature - inevitable expansion of
liabilities cancer presumption

Desire to enhance return potential in “If we're going to pay pension benefits, we
volatile environment should be able to invest like a pension”

[
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Challenges bring opportunities

Inquiry into captives to expand beyond
regulatory constraint - PFIA

Workers’ Compensation Law
amended to allow self insured
public entities and risk pools to

2019 Legislature - inevitable expansion of
cancer presumption incorporate risk assets relative to
lifetime benefit liabilities and
governed by the “prudent person

“If we're going to pay pension benefits, we ule”

should be able to invest like a pension”

W |
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More risk is less risk

« Initial perception was “Sea Change”

« Long standing staple of investment presentation to board was “backed by
the U.S. government” and “preservation of capital”.

« Amendment to PFIA was broad. How do we allocate?
« Implementation was “cautious” due to prior messaging to board.

* In hindsight, it was an evolution or maturation of the Pool's investment
portfolio

Oct 2019 Board Meeting

W |
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Compelling argumen

LONGER-TERM PERSPECTIVE - Patience Pays

Range of stock, bond and blended total returns
Annual total returns, 1950-2023

60%

Annual avg. Growth of $100,000 over
total return 20 years
Stocks 11.2% $838,204
Bonds 5.5% $292,671
60/40 portfolio 9.3% $590,925
23% o
° 1% 19%
16%  16%
1%
2%
-3% an 1%

Key Take Aways:

Q  Always consider the relationship between short-term pain (i.e., mark-to market risk) and expected
long-term gain that is tolerable to your organization’s enterprise goals and objectives.

1y 5yr.
rolling

10-yr.
rolling

ronehor 510,00 s s a0 100

20-yr.
rolling

Building for the Future

Opportunistic Lookback - Investment Returns

Manager Performance
January 1997 - August 2019 (Single Computation)

5007

450

100
50- T T T T
ec 1996 Dec 1999 Dec 2004 Dec 2009 Dec 2014 Aug 2019
— TMLIRP Consolidated Fixed Income Diversified Portfolio - 50% IG Corp / 15% HY / 35% EQ
~ 81.25% TML-IRP Fixed / 18.75% Diversified Portfolio

STRATEGIC ASSET ALLIANCE

Oct 2019 Board Meeting
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Cautious or Dumb Luck

Gains/Losses

Board approves
generous allocation
method that includes
both reserves and equity.
Funding schedule to
begin in the following
month February

Funding schedule
postponed due to
outbreak of
COVID-19 and
impact to markets

Oct 2019 Jan 2020 Feb 2020 Oct 2020

W |
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“Fortune favors the prepared mind"”

Lifetime Benefit Liabilities Mi%%%%
Covid Presumption Bill $250

for First Responders
$200

$150
$100

$50
Cumulative Liability Total

_____ = Yearincurred | II-_- $0
7576 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25
Year Ending
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“Fortune favors the prepared mind”

Lifetime Benefit Liabilities M”%%%%
Initial allocation method was $100 million $250
based on pre_COV|D ||a b|||t|es Cu rrent Cumulative LTB Portfolio Gains/Losses

allocation has doubled to $215 million due to

| $200
COVID liabilities.

] $150

$100
Cumulative Funded LTB Portfolio

$50
Cumulative Liability Total

e — __ YearIncurred III_- $0
75 76 7778 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 1112 13 14 15 16 17 18 19 20 21 22 23 24 25

Year Ending
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Impact of LTB Portfolio

Total Portfolio LTB Portfolio 33% of Total

13% after initial $100M funding

Market Value &

Combined Asset Allocation Accrued Interest Portfolio (%) Market Value &

-Mongages $ 398,185,237 48.0 Combined Asset Allocation Accrued Interest Portfolio (%)
Municipal Bonds 148,286,984 17.9 -Investment Grade Corp. Bonds $ 122,590,540 45.2
Money Market & Accrued Interest 9,864,467 12 VG Div. Appr. Fund (VDADX) 42,593,350 15.7
Stock Mutual Funds 85,265,177 10.3 VG High Yield Fund (VHYAX) 42,671,827 15.7
High Yield Corp. Bond Mutual Fund 40,372,195 4.9 VG High Yd. Corp. Fund (VWEAX) 40,372,195 149
International Stock Mutual Funds 21,004,249 25 V@ Int. High Div. Yd. Corp. Fund (VYMI) 10,645,182 39
Investment Grade Corp. Bonds 122,590,540 14.8 VG Int. Div. Appr. Fund (VIGI) 10,359,067 3.8
US Treasury 3,321,782 0.4 Money Market & Accrued Interest 2,017,391 0.8
Total Market Value $ 828,890,631 100.0 Total Market Value $ 271,249,552 100.0

Portfoli Current Total Return
ortfolio . . . A
Book Yield Since LTB inception

Government Backed 3.20% -0.64%

LTB Portfolio performance
LTB (Risk Assets) 3.62% 6.26% A 690 | oiative to Government
% Backed Portfolio

Total Portfolio 3.34% 0.82%
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