
INVESTMENT POLICY 

1.0 Policy: 

It is the Policy of the City of Merced and all entities of the City of Merced to invest public funds in a 

manner which will provide the highest investment return with the maximum security while meeting the daily 

cash flow demands and conforming to all state and local statutes governing the investment of public funds. 

2.0 Scope: 

This investment policy applies to the investment activities of the City of Merced and all entities 

of the City of Merced. These funds are accounted for in the Comprehensive Annual Financial Reports 

and include: 

2.1 Funds 

2.1.1 General Fund 

2.1.2 Special Revenue Funds 

2.1.3 Debt Service Funds 

2.1.4 Capital Project Funds 

2.1.5 Enterprise Funds 

2.1.6 Internal Service Funds 

2 .1. 7 Trust and Agency Funds 

This investment policy does not apply to any retirement funds or deferred compensation funds administered by 

other agencies. 

3.0 Prudence: 

Investment officials shall use judgment and care in accordance with established procedures and exercise due 

diligence in investing these funds. The standard of prudence to be used by investment officials shall be the 

"prudent person" and shall be applied in the context of the overall portfolio. 

4.0 Objectives: 

4.1 Safety: Safety of principal is the foremost objective of the investment program. Funds will be invested in a 

manner that will preserve and protect capital in the overall portfolio. 

4.2 Liquidity: A portion of the investment portfolio will remain sufficiently liquid to meet all operating 

requirements which might be reasonably anticipated, thereby obviating the need for forced liquidation. Liquidity 

requirements shall be ensured by maintaining sufficient investment amounts in, Local Investment Agency 

Fund, Savings, or any maturing investment. 

4.3 Return on Investments: The investment portfolio should at a minimum regularly exceed the average return 

on three-month U.S. Treasury bills, or the average rate on Fed funds, whichever is higher. These indices 

comprise a minimum standard for a rate of return that is considered a benchmark for riskless investment 

transactions. Returns above this threshold will be sought when consistent with risk limitations identified herein 

and prudent investment principles. 

With the use of daily cash balance reports and cash flow projections available funds will be invested as near 

as possible to 100%. 
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