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MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Tracey Dunlap, Director of Finance and Administration 
 Michael Olson, Deputy Director 
 
Date: June 17, 2014 
 
Subject: INVESTMENT ADVISORY SERVICES 
 
 
Recommendation 
 
Council is informed of the City Manager’s intent to execute a contract with Government Portfolio 
Advisors for Investment Advisory services for Kirkland’s investment portfolio.  
 
Background 
 
The City’s last external investment policy and portfolio review recommended the use of an 
investment advisor given the limited internal resources dedicated to managing the portfolio and 
the expectation of rising interest rates, which would result in the need for more active trading in 
the portfolio to ensure the most advantageous yield.  The investment portfolio has consistently 
performed above the established benchmarks with the current, more passive strategy, however, 
the portfolio would realize increased returns with a more active strategy as the interest rate 
environment is rising.  

The investment advisor will assist City staff with the management of the City’s investment 
portfolio by providing non-discretionary advisory services for the City’s investment portfolio and 
investment policy.  Non-discretionary services means that the City retains control of the 
portfolio and authorizes all transactions.  Government Portfolio Advisors was selected from 
three proposals submitted and two firms interviewed in an RFP process based on their 
experience, familiarity with Kirkland’s portfolio, total cost, interview and proposal submitted.  
The proposed cost for services is a flat fee with no commissions for sales or increased fees 
based on fluctuations in portfolio size.  Additional information on the firm is included as 
Attachment A and the draft scope of work is contained in Attachment B.   

Annual costs for the non-discretionary investment advisory services will be $39,000, which is 
expected to be more than offset by improved interest revenue due to a more active 
strategy.  In addition, the use of an investment advisor will eliminate the need to contract out 
for an external portfolio review every three years at a cost of $4,500.  Interest earned on the  
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City’s common investment fund, less earmarked expenditures and administration costs, are 
distributed to all of the participating funds per the City’s financial policy.  

While the cost of this contract is below the threshold requiring Council approval, the Investment 
Committee (City Manager and Director of Finance & Administration) recommended informing 
Council of the change as part of the commitment to provide Council with periodic investment 
policy updates, portfolio reviews and performance data.  The selection of Government Portfolio 
Advisors for investment advisory services will be discussed with the Council Finance and 
Administration Committee at the June 24th meeting. 
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Attachment B 

Investment Advisory Services - Scope of Services 

 

The Investment Advisor will assist City staff with the management of the City’s 
investment portfolio by providing the following services: 

1) Provide full-time, non-discretionary advisory services for the City’s investment 
portfolio.  Presently, it is estimated that the advisory services covers managing a 
balance of $100 million or more. 

2) Be available in a timely manner, in person, by telephone or e-mail, for 
consultation or advice.  Meet with and provide information to city staff, Council 
and Finance & Administration Committee members as needed.  Meet periodically 
with staff to review and refine portfolio strategy and performance (both on and 
off-site, daytime and evening meetings are possible). 

3) Comply with all federal laws and state of Washington laws and the ordinances, 
resolutions and policies of the City of Kirkland. 

4) Provide assistance in developing and implementing investment strategies that 
will maintain or enhance portfolio quality and performance within the parameters 
of the City’s established investment policies and cash flow needs, taking into 
consideration the objectives listed in the City’s Investment Policy.   

5) Work with the City’s cash management staff to assure completion of investment 
trades, delivery of the securities and availability of funds, assist with trade 
settlements when needed, obtain and document competitive prices for securities 
transactions.  Provide technical and fundamental market research including yield 
curve analysis and future interest rate movements. 

6) Providing investment advice including breakeven analysis on recommendations 
made to sell low yield securities and replace them with higher yielding securities. 

7) Assist in the annual review and update of the City’s Investment Policy.  Assist in 
the review of investment management procedures and portfolio documentation, 
as well as, safekeeping and custodial procedures. 

8) Perform due diligence reviews of current and proposed broker/dealers and 
financial institutions as described in the City of Kirkland Investment Policy.  
Monitor the creditworthiness of the financial institutions with which the City does 
business.  Assist in keeping the authorized financial institution list updated.  
Monitor the creditworthiness of the City’s depository and custodian bank and 
investments in the portfolio. 

9) Provide detailed reports of investment portfolio activity and performance at least 
monthly, including a report that demonstrates the benefit on the portfolio’s 
return of using an investment advisor.  Reports should include relevant 
benchmarks, earnings and accounting methodology.  Reports shall follow 
Generally Accepted Accounting Principles (GAAP) and Governmental Accounting 



Attachment B 

Standards Board (GASB) fair-value reporting.  Provide separate semi-annual and 
annual portfolio performance reports based on the City’s fiscal year. 

10) Provide weekly, to City staff, statement of upcoming cash flows that includes 
maturities, coupons, called securities and potential callables for a period of 45 
days.  Upon request, have the ability to provide a statement of upcoming cash 
flows for a six-month period. 

11) Provide City staff with ongoing training and technical advice as needed. 

12) Provide itemized monthly invoices of charges and provide periodic status reports 
on the services provided by the firm. 
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