
MINUTES OF THE 
WASHOE COUNTY SCHOOL DISTRICT (WCSD) 

INVESTMENT COMMITTEE 
 

April 24, 2015 
 
 
1.01 CALL TO ORDER 
A meeting of the Washoe County School District Investment Committee was called to 
order on Friday, April 24, 2015, at 1:06 p.m., in the East Conference Room of the Washoe 
County School District’s Administration Building. 
 
1.02 Roll Call  
COMMITTEE MEMBERS PRESENT:  
B. J. North, Executive Vice President, Plumas Bank 
Ron Simpkins, CPA, Ronald D. Simpkins and Associates 
Gail Carson, WCSD Controller 
Tom Ciesynski, WCSD Chief Financial Officer 
Nick Smith, Liaison from the WCSD Board of Trustees 
 
ALSO PRESENT: 
Steve Koch, Relationship Manager, Wells Capital Management 
Gary Schlossberg, Senior Economist, Wells Capital Management (by telephone) 
Andy Greenberg, Portfolio Manager, Wells Capital Management (by telephone) 
Jim Rudson, Portfolio Manager, Wells Capital Management (by telephone) 
Lisa McNeill, WCSD Recording Secretary 
 
2. PUBLIC COMMENT 
There was no response to the call for public comment. 
 
3.01 ACTION TO ADOPT THE AGENDA (For Possible Action) 
It was moved by Ron Simpkins, seconded by B. J. North, that the Investment 
Committee adopt the agenda as posted. Motion carried on a 4-0 vote. 
 
3.05 UPDATE FROM WELLS CAPITAL MANAGEMENT (For Possible Action) 
[This item was taken out of order.] 
 
Steve Koch explained that Wells Capital Management was the institutional investment 
arm of Wells Fargo. Wells Capital had been providing stewardship over the WCSD 
investment portfolio since 2006, with a mandate of 1- to 3-year duration for the 
investments. WCSD has access to investing in a state pool. The Wells Capital portfolio 
was designed to be more of a core reserve with the goal of higher yield or income than 
what could be garnered from state pool investments. The Wells Capital portfolio 
managers are responsible for day-to-day investment decisions while staying within the 
guidelines of the District’s Funds Investment Management Plan. The Wells Capital 
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economist provides research and outlooks for the portfolio team located in San 
Francisco, California.  
 
Gary Schlossberg provided an overview of market conditions and the economic cycle. 
He indicated the U.S. economy was recovering from a weak first quarter. A projected 
growth rate of 2.5% to 3% was likely to set the stage for the Federal Reserve’s first 
interest rate increase since 2006. Continued economic growth and recovery was 
expected, particularly in the areas of consumer spending and housing. Growth recovery 
had been weaker than the previous year, partly due to the deterioration of foreign trade 
and its effects on manufacturing. He discussed areas of uncertainty in the outlook, 
including the impacts of inflation and energy prices on consumer spending, a 
weakening growth rate in China, and increasing prices on other goods and services. Mr. 
Schlossberg projected the Federal Reserve would raise interest rates, possibly in 
September or December 2015. He referenced the Quarterly Interest Rate Forecast 
provided on page 19 of the Investment Portfolio Review packet. He noted a rise in 
interest rates was most closely controlled by the Federal Funds rate, and rates on 2-
Year Treasury Notes were the most sensitive to market anticipation.  
 
Tom Ciesynski asked what could be done in the portfolio to prepare for the anticipated 
rate increase. Andy Greenberg indicated the 1- to 3-year portfolio would allow 
reinvestment at the higher interest rate, which would capture any increase in rates 
faster than a portfolio with a longer duration. Mr. Koch drew attention to the Market 
Summary & Outlook provided on page 12 of the Investment Portfolio Review. Duration 
and Yield Curves were positioned to keep the duration of the portfolio short relative to 
the benchmark. He emphasized the primary goal of the portfolio was to produce more 
income than what would be generated by the state pool, and this would continue to be 
accomplished in a rising rate environment.  
 
B. J. North inquired about where unemployment was going given issues with oil, mining 
and financial institutions as well as layoffs in information technology and media 
companies. Mr. Schlossberg stated the impacts to individuals and local economies were 
offset by increases in other more labor intensive areas. Although some visible sectors 
and areas were seeing cuts, other areas were picking up the slack and producing an 
overall moderate recovery in the labor market. 
 
Mr. Koch highlighted pages 2 and 6 of the Investment Portfolio Review. He reiterated 
that the duration of the portfolio was short relative to the benchmark. He stated the 
goal was to maximize the Portfolio Book Return number, which was associated with 
income. On page 2, he discussed the first quarter Book Return and the Purchase Yield 
statistics, which were both good indicators of where the portfolio was tracking. He 
talked about the comparison of portfolio characteristics between 9/30/2014 and 
3/31/2015. The portfolio had grown in size, and credit quality characteristics remained 
very stable. High quality was provided by maximizing corporate exposure and asset-
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backed exposure. The average quality in the portfolio was a rating of ‘AA.’ Statutory 
requirements required nothing lower than ‘A’ quality. Page 6 included information about 
the performance of the District’s health insurance funds that were added to the 
portfolio in July 2014. Although the portfolio was one “bucket” of money, the funds 
were accounted for in two different pools. Holdings would not always be exactly the 
same but the goals were the same. Purchase yield was slightly lower for the health 
insurance investments. 
 
Mr. Greenberg explained that any securities other than treasuries would be highly 
sought after and would perform very well as long as the Federal Funds rate was close 
to zero. There was currently a lot of demand for corporate bonds and asset-backed 
securities, and Wells Capital was competing with other money managers to find good 
corporate bonds for the portfolio. He said ratings agencies had changed the 
methodology in how they rated banks and financials. In addition to protecting the 
portfolio against the threat of higher interest rates, they were also cautious about 
securities with downgraded ratings that could necessitate selling something in the 
portfolio at a bad time. He indicated he was very comfortable with the credits in the 
portfolio. Mr. Koch commented the changes in methodology resulted in some cases 
where the same security was on credit watch for an upgrade by Moody’s and a 
downgrade by Standard & Poor’s.  
 
Mr. Greenberg noted the merger acquisition activity was very high in industrial credits in 
the United States. Consequently, the portfolio managers watched for watch for merger 
and acquisition risk that could lever companies down to the ‘BBB’ rating level, which 
would be out of compliance with the District’s Investment Plan.  
 
Nick Smith asked whether American Express was expected to lose money or not 
perform as well because it no longer had a relationship with Costco. Mr. Koch said it 
was not expected to lose money. While the loss of Costco was damaging and resonated 
with a lot of people in the news, American Express was a huge company that was not 
viewed as being at risk for a downgrade.  
 
Mr. Koch indicated that Mr. Greenberg was taking on some management responsibilities 
within the firm and would move into a secondary position on the District’s portfolio 
management. Jim Rudson would be the District’s primary portfolio manager.  
 
No action was taken on this item. 
 
3.02 APPROVAL OF MINUTES FOR THE INVESTMENT COMMITTEE MEETING 
OF JUNE 11, 2014 (For Possible Action) 
It was moved by B. J. North, seconded by Ron Simpkins, that the minutes of the June 
11, 2014 meeting of the Investment Committee be approved. Motion carried on 
a 4-0 vote.  
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3.03  OVERVIEW OF THE DISTRICT’S INVESTMENT PLAN (For Possible Action) 
Gail Carson noted the Committee had previously reviewed the Investment Plan and 
recommended that the title of Chief Accountant be changed to Controller. She discussed 
State Assembly Bill 196 (AB196), which would allow the investment portfolio in aggregate 
value to include up to 25% instead of 20% of notes, bonds or other unconditional 
obligations. She stated she would follow up to see if the Governor had signed AB196 into 
new legislation.  
 
No action was taken on this item. 
 
3.04 REVIEW OF CURRENT INVESTMENTS (For Possible Action) 
Gail Carson referenced the Investment Recap reports provided for January, February, 
and March 2015.  
 
Overall investments were down by about $16 million. State Pool investments were 
down about $24 million from the same time last year, although about $10 million of 
that amount was transferred into the Wells Capital portfolio for Fund 36 (Health 
Insurance Fund). Fund 36 was down by another $6 to $7 million due to premium 
holidays. Tom Ciesynski indicated that Fiscal Year 2014-15 was the last year that 
District staff was recommending premium holidays. The District had done premium 
holidays for 3 to 4 years but was not recommending them in the future due to the 
spend-down in the Health Insurance Fund.  
 
Ms. Carson noted the Other Investments column, which included OPEB (Other Post 
Employment Benefits) funds and Capital Projects funds. Capital projects funds were 
decreased by about $18 million. Mr. Ciesynski stated it was typical for the District to 
spend about $20 million per year on capital projects, although that could change as 
additional bonds were issued in the future. Ms. Carson indicated OPEB funds were up 
about $12 million from the previous year, which represented the District’s funding of 
the Actuarial Required Contribution (ARC). Tom Ciesynski pointed out that OPEB funds 
were managed under the State Public Employees Retirement systems program. Such 
funds were allowed more flexibility for more corporate types of investments because of 
the long-term nature of the investment pool.  
 
No action was taken on this item.  
 
3.06 COMMITTEE REPORTS AND/OR REQUESTS (For Information and 
Discussion Only) 
The next meeting of the Investment Committee will take place within about six months. 
 
4. PUBLIC COMMENT 
There was no response to the call for public comment. 
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6. ADJOURN MEETING 
On motion by Ron Simpkins, seconded by B. J. North, the meeting was adjourned at   
2:01 p.m. 
 



Washoe County Washoe County
State Administered State Administered
Pool WCSD Wells Other Pool WCSD Wells Other

Fund # Fund Description Investments Debt Service Capital Investments Total Investments Debt Service Capital Investments Total

10 General Fund 56,160,000             -                                24,837,756 2,659,192                   83,656,948            10 40,215,000         -                         24,651,124 -                         64,866,124           10

19 ERATE Proceeds 835,000                  -                                -                            -                                  835,000                 
20 Building & Sites 1,305,000               -                                -                            -                                  1,305,000              20 1,810,000           -                         -                         -                         1,810,000             20
24 2006 Bond Rollover -                              -                                -                            -                                  -                         24 35,000                -                         -                         -                         35,000                  24
25 2007 Bond Rollover 2,780,000               -                                -                            -                                  2,780,000              25 3,545,000           -                         -                         -                         3,545,000             25
26 2008 Bond Rollover 95,000                    -                                -                            -                                  95,000                   26 485,000              -                         -                         -                         485,000                26
27 2009 Bond Rollover -                              -                                -                            1,161,471                   1,161,471              27 -                         -                         -                         1,598,999           1,598,999             27
29 2011 Bond Rollover 30,000                    -                                -                            -                                  30,000                   29 75,000                -                         -                         -                         75,000                  29
30 2011B Rollover Bonds -                              -                                -                            4,069,741                   4,069,741              30 -                         -                         -                         5,561,007           5,561,007             30
31 Rollover Bonds City of Reno -                              -                                -                            517,256                      517,256                 31 -                         -                         -                         1,150,930           1,150,930             31
32 Rollover Bonds Washoe Cty -                              -                                -                            2,124,618                   2,124,618              32 -                         -                         -                         3,254,285           3,254,285             32
33 RZEDB Washoe County -                              -                                -                            760,616                      760,616                 33 -                         -                         -                         1,024,156           1,024,156             33
34 2012 Rollover Bonds -                              18,486,782                 18,486,782            34 -                         28,156,588         28,156,588           34
35 Insurance Fund 4,680,000               -                                -                            2,659,192                   7,339,192              35 7,695,000           -                         -                         -                         7,695,000             35
36 Insurance Trust -                              -                                10,122,324           -                                  10,122,324            36 17,920,000         -                         10,029,939         -                         27,949,939           36
37 Workers Comp 4,000,000               -                                -                            4,659,956                   8,659,956              37 6,860,000           -                         -                         2,121,556           8,981,556             37
40 Capital Projects 6,140,000               -                                -                            -                                  6,140,000              40 5,840,000           -                         -                         -                         5,840,000             40
49 2011 Rollover Bonds -                              -                                -                            34,623,387                 34,623,387            49 -                         -                         -                         41,778,255         41,778,255           49
82 Harn Gift & Donation -                              -                                -                            485,000                      485,000                 82 -                         -                         -                         485,000              485,000                82
86 Wellness Fund 1,000,000               -                                -                            -                                  1,000,000              86 845,000              -                         -                         -                         845,000                86
88 OPEB/PEBP -                              -                                -                            67,343,599                 67,343,599            88 -                         -                         -                         66,170,671         66,170,671           88
90 Debt Service Fund -                              36,573,927               -                            -                                  36,573,927            90 -                         31,501,905         -                         -                         31,501,905           90

* 77,025,000             36,573,927               34,960,080           139,550,810               288,109,817          85,325,000         31,501,905         34,681,063         151,301,447       302,809,415         

    

   

Current Monthly Return Recap: Current Monthly Return Recap:

State Pool 0.2714212% annual percentage for the month, apply as 1/12 months State Pool .0860787 % annual percentage for the month, apply as 1/12 months

Washoe County Does not provide interest rate return on District's Debt Service investment. Washoe County Does not provide interest rate return on District's Debt Service investment. 

Wells Capital Fund 10 - Wells Capital 1 - 3 year pool Wells Capital Fund 10 - Wells Capital 1 - 3 year pool 
     Total Periodic Return = - 0.093% Trailing Year:  0.757%      Total Periodic Return = 0.191%  Trailing Year: 0.599%
Compared to Merrill Lynch 1-3 yr index Compared to Merrill Lynch 1-3 yr index 
     Periodic Return = -0.098% Trailing Year: 0.782%      Periodic Return =   0.275% Trailing Year: 0.675%
FUND 36 : Wells Capital Health Insurance FUND 36 : Wells Capital Health Insurance
     Total Periodic Return = -0.045% Trailing Year: 0.782%      Total Periodic Return = 0.263%

Other      Compared to Merrill Lynch 1-3 yr index Periodic Return      Compared to Merrill Lynch 1-3 yr index Periodic Return

     Periodic Return =-0.098% Trailing Year  0.782%      Periodic Return = -0.275% 
Fund 37 - Workers' Comp security deposit investment currently maintained in a Other Fund 37 - Workers' Comp security deposit investment currently maintained
     separate account in the State Investment Pool      in a separate account in the State Investment Pool.

Fund 82 - Harn Gift invested : Cash $35,000.00@ .25% Fund 82 - Harn Gift invested : Cash $40,000.00@ .25%
 CD $200,000.00 @.40%  CD $200,000.00 @.40%

CD $250,000.00 @.55%  CD $250,000.00 @.55%
  
 Fund 34 - Laddered Portfolio in Wells Fargo

Funds 27,30-34,49 : Investment in Wells Fargo Choice Account
Interest for Current Month not reflected, interest will be posted to next month
Funds 10,35, 37 invested in Wells Fargo CD portfolio   

Current Fiscal Year Prior Fiscal Year

Washoe County School District
Investment Recap

As of November 30,2015
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