November 2025 LTSS Trust Commission Investment Strategy Subcommittee Meeting Minutes

Meeting Date 11/12/2025 Time 1:00 - 2:30 p.m.

TVW hitps://tvw.org/watch/zeventlD=2025111026

X | Senator Curtis King X | Representative Steve Conway | X | Senator Rebecca Saldana O | Senator Judy Warnick
(Interim Chair)

X | Representative Steve O | Representative Nicole Macri X | Representative David Stuebe X | Representative Joe Schmick
Tharinger

X | Daniel Zeitlin, 0 | Acting Secretary Bea Rector, Gary Bruebaker, person X | Judy Kuschel, person
Employment Security Department of Social and considered experienced and considered experienced and
Department Health Services qualified in the field of qualified in the field of

investment, #1 investment, #2

O | Vacant, person 0 | Vacant, person considered
considered experienced experienced and qualified in
and quadlified in the field the field of investment, #4
of investment, #3

X | Porsche Everson, Andrea Meewes Sanchez, Rebecca Doane, Department X | Kristi Bromley, Washington State
Facilitator Department of Social and of Social and Health Services Investment Board

Health Services

X | Matt Smith, Office of the David Schumacher, U U

State Actuary Washington State Investment
Board

Welcome and Callto | e

Investment Strategy Subcommittee members in attendance indicated above.

Order e Senator King reviewed the meeting goals.

Approve Consent ¢ There were no objections, and the consent agenda passed.
Agenda

WA Cares Fund Key program details per current statute (RCW 50B.04):

Program Refresh o
[ ]

Premium rate - $0.58 cents for every $100 earned
Lifetime benefit maximum -$36,500, adjusted annually up to inflation, paid directly to providers
Three pathways to qualified individual status
o Contribute 10 years without interruption of five or more consecutive years
o Confribute 3 of the last 6 years from the date of application for benefits
o For near-retirees (born before 1968): contribute at least one year, earning one-tenth of the lifetime benefit
amount for each year confributed
o A person must work 500 hours during a year to receive credit for a qualifying year

/| CARES
FUND
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Eligible beneficiary
o A quadlified individual who requires assistance with af least 3 activities of daily living (i.e., bathing, dressing,
eating, ambulation, medication management, toilet use, transfer, etc.)

Finance Update

Finance Update: Monitoring Early Experience

As part of the Risk Management Framework (RMF), Phase 1 is largely focused on data collection, monitoring, and
updating actuarial projections

o The "learning phase” will improve actuarial modeling and assumption setting

o This phase is infended to last until benefits have been paid for several years
Phases 2 and 3 focus on setting and attaining an appropriate margin

o This could include targeting a specific actuarial balance

o Milliman's 6/30/2024 valuation report estimated a 3.5% actuarial balance under the base scenario

» Under this scenario, the program is projected to have sufficient assets to pay all benefits and expenses,
plus an additional 3.5% of projected benefits for potential future adverse experience

Future valuations will reflect updated experience, law changes, and assumption changes

Open for discussion

Conway: The actual is through what date?

o Doane: It would be through the end of the 4t quarter of 2025, so the end of June.

o Conway: It's not through December 2025; we haven't collected that yet. This is through July | would assume,
right2 They wouldn't have paid their last quarter yet, because we haven't gotf through it. This is really 3 quarters
of a year, righte

o Doane: It's based off the fiscal year, so fiscal year 2025 is July 2024 through June 2025.

King: We will start paying out in July of 2026. Do you have any feel for how long it's going fo take us to know whether
we're covering the outlay with the income that's coming in, or whether we have to raise that .58%, or whether it's
sufficient?

o Smith: That's going o take some time. If you think about when Andrea walked through the program refresh,
and you think about the groups that are going to become eligible for benefits and how that's going to emerge
over time, there’s a group now that are working with disabilities who qualify immediately because they've
made 3 years of premium payments in the last 6 years. That's built into our model and a group that we'll be
able to get data on. On the other end of the spectrum, we have a group that won't become eligible until they
contribute for 10 years. So, we're going to get information that’s going to help us answer your question, but |
think one of the tricks is going to be making sure we're not acting to prematurely. | think it's going to need to
be a very significant difference from what we're expecting in order to make significant short-term adjustments
to the program’s premium rate/

Saldana: Senator King's question made me curious about what we can gather about the folks who would qualify in 10
years? Are there ways through surveys, or other ways that we can interact with that population as they're contributing
so that we would be able to make different projections or learn more about them before 10 years from now when
they come online?

o Smith: I'm not sure if that's been discussed, you may want fo bounce that one off DSHS staff. You did remind
me that the data we're gathering on premium payers is giving us some insights into the population that can
ultimately collect benefits, so that's important information to validate assumptions. Knowing who they are is
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really important, so that's no longer an assumption. What type of benefits they might draw, when, and in what
care settings are still going to be dependent upon emerging experience, in terms of validating that.

Investment
Performance Update

LTSS Investment Policy and Strategy

e The WSIB approved the Long-Term Services & Supports Trust Account investment policy at its June 16, 2022, meeting
e The customized fixed income investment program is designed to maximize return at a prudent level of risk while
abiding by the constitutional limitations

o Theinvestment program is to be actively managed by the WSIB with the following characteristics

o Invested in interest-producing debt securities with varying maturity, structure, and credif ratings

o Expected to meet or exceed the return of the Bloomberg U.S. Universal Index

o Managed to maintain a portfolio duration within plus or minus 25 percent of the index
¢ The Board-adopted policy can be found at hitps://www.sib.wa.gov/docs/policies/2 35 600.pdf

LTSS Market Value and Performance - as of September 30, 2025

e The first assets arrived in November 2023, and with subsequent conftributions fund assets have grown to over $2.0 billion
e To date, new contributions have been large relative to existing fund balances

o Due to the pacing of these large new investments, early fund performance can differ from the benchmark
e Overtime, performance is expected to track the index more closely

Open for discussion

e Schmick: | understand treasuries and the other one, but can you explain a little bit about what credit means and what
we are investing in, please?

o Schumacher: High-level corporate bonds would be considered “credit”. Large corporations that are borrowing
money would fall under “credit”. When we think of fixed income, we tend to think about US Government
bonds, but it's broader than that and slide 4 is trying to show this.

e Conway: Are you saying the value of WA Cares money is now $2.9 billion?

o Schumacher: That's correct.

o Conway: In other words, the $1.4 billion that we had in the original report is what we raised through the payroll
tax, but the value has grown from that $1.4 billion to $2.9 billion. Is that what you're saying?

o Schumacher: | can't imagine that that is correct. I'm not an accountant so maybe someone else can jump in.

o Meewes Sanchez: If you are referring to the slide that Rebecca Doane covered, that was just for the last fiscal
year, so we didn’'t include previous fiscal years in that finance update.

o Conway: The money is being fransferred over to the State Investment Board, as | understand it, and now the
total value of our dollars if $2.9 billion. | assume the agency keeps some of that money for operation costs, so it
doesn’t move it all over. Do you know exactly how much that reflects investment returns?

o Schumacher: It's a relatively small part. It's only two years of investment returns at roughly 7%. The
overwhelming amount of the money is the taxes that are funding this.

o Conway: As you know, we were limited to fixed income returns, but we never expected 7% return. | think the
actuaries had it closer to 4%.

o Schumacker: | would say that is an outlier and a very short time horizon. A 4% assumption has a lot of sixes and
sevens and some ones and twos baked into it. And over time, the fixed income would be much more in line
with what Matt Smith talked about. Of course, the switch from fixed income to adding equities will bring some
change to the character of it, but | would not expect 7% fixed income over the long run.
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Conway: Maftt, do you remember, | think our original projection was closer to 3.8%, righte

Smith: Yeah, remember it's a 75-year projection so the long-term assumption is 4%.

Conway: And now we're adding stocks into if, it's going to improve.

Everson: Our one-year performance on the LTSS Fund was recorded at 3.94%. The 6.76% represents two years of
investing overall. | just wanted to make that distinction so we're not leaving anyone with the impression that
we're making 7% per year on fixed income.

o Schumacher (referring to Slide 21): This shows a longer-term look at capital markets, and if you look at the 5
and 10-year returns, things reflect the stable nature that this program was built on. Whenever you look at 1-year
or quarterly returns, | wouldn't take for granted the really good years or get too depressed about the bad
years, because things fluctuate. If you look at the fundamental, underlying program, it generates about what
you would expect.

O O O O

SJR 8201 Potential
Implementation
Process

With the passage of SJR 8201 to exempt the LTSS Trust Account from constitutional investment restrictions, the SIB plans
to engage one of its general investment consultants fo conduct a strategic asset allocation study to add public equity
investments to the LTSS Trust Account. We anfticipate that the study will run through the fall of next year, and we plan to
bring updates to the LTSS Investment Strategy Subcommittee as the study progresses.

Upon completion of the study and the Washington State Investment Board's approval of the resulting strategic asset
allocation recommendation, SIB staff will initiate a rebalancing of the LTSS Trust Account to implement the new
strategic asset allocation. This may involve selling fixed income investments to fund the equity allocation.

To prepare for the addition of equities to the Trust Account and to minimize the amount of longer-term bonds that will
need to be sold when rebalancing to the new asset allocation, SIB staff is recommending revisions to the LTSS Trust
Account policy. These revisions will go to the WSIB's Public Markets Committee and Board at their December meetings.
If approved the revisions would add a cash transition account as an allowable investment. This will allow the SIB to
invest incoming cash flows in shorter ferm instruments in anticipation of their eventual deployment into equity
investments.

Open for discussion

Conway: When do you think you'll be able to start moving into stock assets?

o Bromley: We expect the study to go through next fall, so about a year.
King: Do we have anything that guides you in the way of what percentage might be fixed investment versus equities,
or is that something the State Investment Board decides themselves?

o Bromley: The SIB makes the ultimate decision, but we work very closely with the ISS, OSA, and Milliman.

Elect a 2026 Chair

Senator Conway moved to nominate Senator King fo be the chair for 2026. There were no other nominations.
Representative Tharinger seconded. A vote was taken, and there were 6 ayes and 0 nays. The motion passed.

Public Comment

Public comment was captured in the table below.

Set Agenda for 2026
meeting

Approve 11/12/2025 Investment Strategy Subcommittee meeting minutes
Receive Update from Cross-Agency Accounting Workgroup
Receive Proposed Strategic Asset Allocation Recommendation (dependent on outcome of SJR 8201)
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Open for discussion:

Schmick: As we move ahead with passage of SJR 8201, | wonder if there should be some thought about how we
handle things if the market turns against us. How are we going to handle that moving forward, just so we can say we
thought of thate
o King: We can add that to our agenda. My initial thought would be that the State Investment Board is where
those kinds of decisions would be made, and hopefully quickly.

e  Wrap-up e There were no action items
e Action ltem e Meeting adjourned at 1:57 pm.
Review
e Adjourn
Name Public Comment

Carlene Johnson: Reporter

with Center Square

I'm writing an article today about the WA Cares program and have interviewed a couple of folks in the last day or so
about some concerns as to whether or not there will be an opt-out for family caregivers. Are any of you able to
provide, as far as union participation | should say, are any of you able to provide an expected date as to when that
decision will be made? | received some conflicting information from D.C.Y.F when that decision will be made and
since we're only a couple months away of potentially the first folks taking advantage of potential family caregiver
funds through WA Cares, people are asking questions. So can anyone provide any insight as to when that decision will
be made, or how we can provide guidance to our readers for that inquiry?2

Elizabeth New

I have a similar concern to Carlene’s. We've been waiting for the opportunity to hear what that possible third
pathway is for family caregivers. And at the webinars about “what providers need to know”, that is one thing that is
unknown. | was told by DSHS that it was coming, but you weren't sure when, and I'm worried that people will be
signing up. So | encourage you to urge that process along and get people the information they need to make a good
choice about how they're going to register as a caregiver.

Terry Bradford Crane

Thank you so much for sharing the data. A few things that | would hope to see in future brief overviews: | think it would
be interesting to know about the data gathering for those that qualify for 1/10" of a benefit. | believe those would be
individuals that are born before 1968, who are very near retfirement. It would also be interesting to find out if there are
going fo be any efforts to collect demographic data, cultural data with reference to who appears to be making
claims, just so we can monitor how different people groups are applying for and receiving long-term care benefit. The
federal administration has thrown out the idea of 50-year mortgages, and | was wondering if there’s been any
consideration as to how these longer-term mortgages will affect the risk profile of the WA Cares Fund. | think it would
also be quite interesting to my nerdy self to have more detailed empirical data on the annualized rate of return for the
portfolio, and specifically about the gain from deposits versus the gain from actual performance, and a comparison
to the capital preservation portfolio goal of 5.1% rate of return long-term. And for me, as an age and elder-planning
professional’s point of view, I'm wondering if the inflation rate that will be applied to benefits is going to be based
upon the annually-determined COLA, as determined by the federal government (i.e.: what's used for social security
benefits). | think for financial planning professionals, that would be a nice metric to look at as we make plans for our
clients.
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