
 

CITY OF KIRKLAND 
Department of Finance & Administration 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3100 
www.ci.kirkland.wa.us

 
 
MEMORANDUM 
 
To: David Ramsay, City Manager 
 
From: Tracey Dunlap, Director of Finance and Administration 
 Michael Olson, Deputy Director 
 
Date: March 5, 2010 
 
Subject: Kirkland’s Investment Portfolio Annual Review 
 
Annual Review 
The Investment Committee, comprised of the City Manager and Director of Finance and 
Administration, met on March 5, 2010 to conduct the annual review of the City’s 
Investment Portfolio.  The Investment Committee looked at the Investment Portfolio 
performance results for 2009 (detailed in the Statistical Review table below), the 
Investment Procedures, the Investment Policy Compliance Report, the December 31, 
2009 Investment Report, and the source documents for the bank accounts, investment 
accounts and safekeeping account (attached as exhibits following this memo).   
 
The Investment Committee noted that the investment portfolio is in compliance with the 
Investment Policy for every requirement as noted in Attachment A, Investment Policy 
Compliance Report.  
 
Overall, the investment portfolio performed well in 2009 considering the economic 
environment.  The rate of return continued to decline, however not as rapidly as the 
State Investment Pool or the 2 Year Treasury Rate (which briefly rose above 1 percent 
at the end of the year and averaged 0.95% for the year) due to the purchase of longer 
term securities.  It is expected that interest earnings will decline significantly in 2010 as 
the portfolio size decreases and interest rates continue to remain at historic low levels. 
 
Statistical Review 

 12/31/2009 12/31/2008 12/31/2007 12/31/2006 12/31/2005 
COK Portfolio YTM 1.66% 3.57% 4.89% 4.51% 3.88% 
State Investment Pool 0.33% 1.82% 4.56% 5.21% 4.16% 
2 Year Treasury Rate 1.14% 0.76% 3.05% 4.82% 4.41% 
Fed Funds Rate 0.25% 0.25% 4.25% 5.25% 4.25% 
Duration 0.72 Years 2.01 Years 2.01 Years .99 Years 1.24 Years 
Portfolio Size $95.2 million $105.6 million $105.9 million $97.9 million $84.4 million 
Interest Earned $2,990,444 $4,571,710 $4,827,094 $3,605,701 $2,340,696 
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Council Meeting:   03/16/2010 
Agenda:  New Business 
Item #:   11. a.
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Investment Policy and Portfolio External Review 
In accordance with the Investment Policy requirement of an external review of the 
policy and portfolio every three years, MBIA Asset Management completed their review 
in April 2009.  MBIA noted that the current Investment Policy complies with state 
statutes guidelines and generally addresses all items recommended by the Government 
Finance Officers Association and the Association of Public Treasurers. They stated that 
the policy is rather flexible and recommended that the City tighten the language in the 
policy in order to improve controls in the City’s investment program.   
 
MBIA made specific recommendations in the following five areas: 

o Investment Policy and Procedures  
o Portfolio Management 
o Investment Performance 
o Investment Accounting and Reporting 
o Oversight and strategy setting 

 
Approximately a third of the recommendations involve formalizing, in writing, investment 
practices currently in place in the management of the investment portfolio, such as 
requiring competitive transactions, more clearly defining authorized securities, and 
specifying exposure limits for specific types of investment instruments.  About half of the 
recommendations relate to the investment procedures including the type and frequency 
of reporting as well as agenda guidelines for the Investment Committee meetings.   
 
The majority of the recommendations were incorporated into the Investment Policies 
adopted by City Council on January 5, 2010 and into the Investment Procedures which 
were reviewed by the Investment Committee on March 5, 2010.  
 
Attachments: 

Investment Report as of December 31, 2009 

A. Investment Policy Compliance Report 

B. Portfolio Management Portfolio Summary 

C. Investment Portfolio Summary:  Average Life, Maturity Structure, Diversification Structure 

D. Investment Portfolio Analysis 

E. Graphs; Portfolio Size, Monthly Interest Earned, Budget to Actual 2009, Yield Comparisons 

F. 2009 Activity Report sorted by issuer 

 

Cash/Investment Source Documents   

G. Local Government Investment Pool Statement – December 31, 2009 

H. US Bank Safekeeping Statement, page 1 – December 31, 2009 

I. Bank of America Sweep Account Statement, page 1, December 31, 2009 

J. Bank of America General Account Statement, page 1, December 31, 2009 



    Attachment A 
 

CITY OF KIRKLAND 
INVESTMENT POLICY COMPLIANCE REPORT 

Date of Report 03/01/2010  
  
Period Covered Month of December 2009 and Year End 2009, Dated: December 31, 2009 
 

Policy Section Policy Requirement Portfolio Compliance Frequency 
7.0 Authorized Financial 

Dealers and Institutions 
1. Annual Audited Financial 
Statements 
2. Proof of Financial 
Industry Regulatory 
Authority Certification 
3. Certification of having 
read the Policy and receipt 
of the City’s Trading 
Authorization 

Detailed Authorized 
Brokers in  
Annual Review for 
Broker Dealer 
Relationships 

Compliant Annual 

8.0 Broker Allocation 3 bids for security purchase 
or sale 

Requirement effective 
1/5/10 

Compliant Monthly 

9.0 Authorized Investments  See Section 12.0 
Diversification 

Breakdown of Portfolio 
listed in Section 12.0 

Compliant Monthly 

9.0 Authorized Investments   
Credit Ratings 

Requires AA- or better from 
Standard & Poors and Aa3 
by Moodys 

Detailed in Sympro 
Credit Rating Report 

Compliant Semi-Annual 

11.0 Safekeeping All Securities will be held in 
Safekeeping 

US Bank Safekeeping Compliant Monthly 

12.0 Diversification    Monthly 
US Treasury 100% 0% Compliant  
US Agency 100%, 30% per issuer 31%,  

16% largest issuer  
Compliant  

Callable Securities 50% 14% Compliant  
Local Government 
Investment Pool 

100% 55% Compliant  

State or Political 
Subdivision Securities 

20%, 5% per issuer 7%, 
3% largest issuer 

Compliant  

Certificates of Deposits 10%, 5% per issuer 0% Compliant  
Bankers Acceptances 5%, 5% per issuer 0% Compliant  
A-1/P-1 Commercial Paper 5%, 5% per issuer 0% Compliant  

     
13.0 Maximum Maturities Average Maturity Exposure 

3 Years 
.72 Years Compliant Monthly 

 Maximum Maturity of 
Individual Issue 5 Years 

3 Yrs 2 mo. 2/25/2013 Compliant Monthly 

14.0 Conformance to Policy Annual Review March 5, 2010 
Investment Committee 
Review 

Compliant Annual 

15.0 External Review Every three (3) years Last review April 2009 Compliant Every 3 Years 
16.0 Performance Standards Band between 90 T Bill and 

2 Yr Treasury Note 
90 Day T Bill .06% 

2 Yr. T Note 1.14% 
Portfolio 1.66% 

Compliant Monthly 

17.0 Reporting Requirements Annual, Quarterly & 
Monthly  

 Compliant Monthly 

18.0 Policy Adoption Policy shall be adopted by 
City Council 

Last adopted  
1-5-2010 

Compliant Changes 
Adopted As 
Needed 

 





Attachment C

City of Kirkland
Investment Portfolio

Average Life
As of 12/31/2009

Actual Target 2 Yr T-Note
Avg Days to Maturity 264 274 - 365 1.14%
Avg Years to Maturity 0.72 .75 - 1.00

City of Kirkland
Investment Portfolio
Maturity Structure
As of 12/31/2009

Days to Maturity Latest Maturity Dates Amount % of the Total Target %
Overnight 1/1/2010 58,987,034.10  62.0%

2 days to 6 mo 4/20/2010 4,858,061.33 5.1%
6 mo to 1 yr 11/15/2010 2,105,436.00 2.2%
1 yr to 2 yrs 11/23/2011 9,988,350.00 10.5%

2 yrs and less subtotal 75,938,881.43  79.8% > 65.0%
2 yrs to 3 yrs 12/1/2012 12,808,038.10 13.5%
3 yrs to 4 yrs 2/25/2013 6,463,571.45 6.8%
4 yrs to 5 yrs 0.00 0.0%

Greater than 2 yrs 19,271,609.55 20.3% < 35.0%
Total 95,210,490.98 100.0%

City of Kirkland
Investment Portfolio

Diversification Structure 
As of 12/31/2009

Type of Security Amount Type % Type Max % Class Max %
Local Government Investment Pool 52,722,825.81              55% 100%

Bank Sweep Account 6,264,208.29                7%
Federal Farm Credit Bank 14,981,400.00              16% 50%
Federal Home Loan Bank 10,105,436.00              10% 50%

Federal Home Loan Mtg Corp 947,903.25                   1% 50%
Federal Nat't Mtg Assn 3,910,158.08                4% 50%
Federal Agency Total 29,944,897.33              31% 100%

Other Securities 6,278,559.55                7% 50.0%

Total Portfolio 95,210,490.98             100% n/a n/a



City of Kirkland
Investment Portfolio Analysis

As of December 31, 2009

Kirkland Portfolio Monthly Interest Earned Year to Date Interest Earned*
Month 2006 2007 2008 2009 2006 2007 2008 2009 2006 2007 2008 2009
January 84,055,869.85  96,909,155.99    103,988,286.94  103,541,786.98      272,737.24      280,819.31      444,988.46      274,939.49      272,737.24              280,819.00             444,988.46              274,939.49              

February 82,830,671.86  96,085,321.27    103,679,277.19  102,716,691.52      262,077.02      381,883.77      382,743.31      275,472.76      519,581.45              658,819.21             818,477.50              540,907.48              

March 82,863,554.44  95,346,025.83    103,711,918.61  97,432,252.91        171,177.34      358,862.64      366,551.37      299,032.12      792,366.65              1,017,501.85          1,171,103.08           830,395.66              

April 86,728,062.30  101,516,820.60  105,547,783.40  99,585,851.15        277,517.31      466,647.89      349,945.00      263,979.46      1,073,064.10           1,484,149.74          1,496,414.93           1,094,381.35           

May 90,880,252.42  104,582,719.89  109,507,596.54  101,219,267.24      313,201.61      414,428.13      360,747.55      249,214.19      1,408,977.23           1,898,577.87          1,852,065.76           1,346,424.04           

June 89,488,838.61  102,630,107.80  105,653,810.36  94,275,179.32        316,637.53      408,752.06      425,863.14      249,387.78      1,707,794.36           2,282,025.48          2,270,026.87           1,596,396.75           

July 91,050,653.83  101,847,425.12  103,951,542.45  93,934,600.51        332,358.09      411,511.68      390,061.86      242,559.23      2,047,486.59           2,681,060.12          2,666,274.18           1,844,066.13           

August 92,595,514.28  102,297,705.53  102,258,867.53  92,304,934.02        268,890.72      414,903.75      339,485.75      213,486.32      2,325,925.07           3,112,489.03          3,009,290.87           2,056,672.45           

September 91,116,452.56  101,786,112.17  101,335,890.13  90,782,010.62        336,470.75      409,907.94      318,008.60      201,104.11      2,667,986.50           3,511,311.19          3,340,875.93           2,256,492.05           

October 96,386,548.59  107,127,775.67  105,524,775.93  92,910,515.99        340,479.21      420,305.41      321,953.37      188,460.58      3,010,942.45           3,920,032.46          3,663,564.22           2,444,762.05           

November 98,641,841.83  109,802,765.61  107,919,426.21  97,068,227.64        363,376.96      449,864.28      328,826.66      176,213.54      3,403,956.58           4,401,098.09          3,983,178.44           2,620,694.19           

December 97,907,593.59  105,897,534.48  105,638,449.55  95,210,490.98        367,519.79      438,092.68      307,183.45      152,506.78      3,773,836.94           4,841,504.74          4,267,304.67           2,774,751.45           

Average 90,378,821.18  102,152,455.83  104,893,135.40  96,748,484.07        301,870.30      404,664.96      361,363.21      232,196.36      n/a n/a n/a n/a

*Will not foot to Monthly Interest Earned due to calls

Kirkland Yield to Maturity State Pool Yield 2 Yr T-Bill
Month City 2006 City 2007 City 2008 City 2009 State2006 State2007 State2008 State2009 Tbill 2006 Tbill 2007 Tbill 2008 Tbill 2009 2009 Budget 2009 Actual Budget
January 3.89% 4.55% 4.80% 3.24% 4.23% 5.21% 4.36% 1.27% 4.54% 4.94% 2.17% 0.94% 188,640.59              75,300.00               6% 3%

February 3.94% 4.58% 4.55% 3.37% 4.42% 5.28% 3.79% 1.07% 4.69% 4.65% 1.65% 1.00% 213,933.64              130,300.00             7% 4%

March 3.97% 4.56% 4.27% 3.30% 4.50% 5.24% 3.14% 1.03% 4.82% 4.58% 1.62% 0.81% 482,288.56              352,820.50             16% 12%

April 4.09% 4.69% 4.16% 3.05% 4.66% 5.23% 2.70% 0.89% 4.87% 4.60% 2.29% 0.91% 782,192.03              806,670.50             27% 27%

May 4.14% 4.75% 4.01% 2.95% 4.85% 5.19% 2.43% 0.67% 5.04% 4.92% 2.66% 0.92% 1,076,698.52           1,116,320.50          37% 38%

June 4.32% 4.79% 3.98% 2.84% 4.99% 5.21% 2.29% 0.74% 5.16% 4.87% 2.63% 1.11% 1,652,439.95           1,559,820.50          56% 53%

July 4.36% 4.82% 3.94% 2.75% 5.16% 5.21% 2.28% 0.62% 4.97% 4.56% 2.52% 1.13% 1,760,642.24           1,628,870.50          60% 55%

August 4.42% 4.87% 3.95% 2.65% 5.19% 5.23% 2.33% 0.57% 4.79% 4.15% 2.36% 0.97% 1,986,880.16           1,677,620.50          68% 57%

September 4.41% 4.89% 3.76% 2.65% 5.20% 5.12% 2.39% 0.47% 4.71% 3.97% 2.00% 0.95% 2,094,488.95           1,851,370.50          71% 63%

October 4.45% 4.77% 3.80% 2.43% 5.19% 4.91% 2.47% 0.42% 4.71% 3.94% 1.56% 0.90% 2,278,254.86           2,266,470.50          78% 77%

November 4.48% 4.90% 3.61% 2.03% 5.22% 4.70% 2.19% 0.33% 4.62% 3.04% 1.00% 0.67% 2,567,118.40           2,569,870.50          87% 87%

December 4.51% 4.89% 3.57% 1.66% 5.21% 4.56% 1.82% 0.33% 4.82% 3.05% 0.76% 1.14% 2,990,443.60           2,937,370.50          102% 100%

Average 4.25% 4.75% 4.03% 2.74% 4.90% 5.09% 2.68% 0.70% 4.81% 4.27% 1.94% 0.95% n/a 2,937,370.50          n/a n/a

YTD Interest** % of Budget
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