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LSL, LLP is providing this material for information purposes only. The content within the presentation 
was developed based on information available as of October 1, 2025. The material provided is 
general and is not intended to be complete accounting, tax or business advice. Nothing herein 
should be relied upon or used without consulting accounting, tax or business advisor to consider 
your specific circumstances, possible changes to applicable laws, rules and regulations, and other 
tax or operational issues. Receipt of this material does not establish a client relationship. 
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lslcpas.comObjectives
• Best Practices - Investments
• Reconciling investment balances to general ledger
• Discuss year-end closing entries such as GASB 31 and Interest 

Allocations
• Reporting disclosures for Investments on financial statements
• Avoid common errors related to pooled cash and fair value adjustments



lslcpas.comPOLLING QUESTION #1
Which investment constitutes the largest portion of your entity’s 

funds?

A. LAIF
B. CAMP
C. Equity Securities
D. Mutual Fund



lslcpas.com

Investments



lslcpas.comBest Practices
• Investment Policy
• Collateralizing Public Deposits
• Diversifying the Investment Portfolio
• Present Investment Reports to Governing Body at least quarterly
• Safekeeping and Third-Party Custodian Services
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Reconciling Investments to 
General Ledger 



lslcpas.comGASB31 Applicable
• Transactions that are applicable to GASB 31– investments in interest-

earning investment contracts; external investment pools; open-end mutual 
funds; debt securities; equity securities; option contracts; stock warrants; 
and stock rights that have readily determinable fair values

• GASB 31 does not apply to investments held by the following: 
governmental external investment pools, defined benefit pension plans, or 
Internal Revenue Code (IRC) Section 457 deferred compensation

• Typical types of investments – CD, LAIF, CAMP



lslcpas.com
Investment Valuation
• Money market investments and participating interest-earning investment 

contracts that have a remaining maturity at time of purchase of one year 
or less, provided that the fair value of those investments is not significantly 
affected by the impairment of credit standing of the issuer or by other 
factors, allowed to be reported at amortized cost.

• Fair value of investments in open-end mutual funds should be determined 
by the fund’s current share price.

• Investment positions in 2a7-like pools should be determined by the pool’s 
share price.

• How often should investments be recorded at fair value? At a minimum, 
investments should be marked-to-market as of the date of the statement 
of financial position.



lslcpas.com
GASB 31 Journal Entries
• Example: A local government invests $100,000 in an external investment pool on 

January 15, receiving 100,000 shares or units in the pool.  The pool is not a 2a7-like pool 
and does not have a legally binding guarantee for its share price.  However, the pool 
seeks to maintain a stable $1.00 net asset value as a matter of day-to-day operations; 
participants enter and exit the pool using the $1.00 net asset value.  On June 30, the end 
of the local government’s fiscal year, the pool sponsor reports that pool participants 
should fair-value their pool position at $1.05 per share.  On October 15, the local 
government withdraw its investments in the pool, using the $1.00 net asset value.  How 
does the participant report is investment in the pool at June 30?

• Answer:  On January 15, the investment should be valued at $100,000, its fair value on 
the date acquired.  As of June 30, the investment should be value at $105,000 in the 
financial statements.  The $5,000 increase should be included on the participant’s 
statement of operations in investment income as an increase in the fair value of 
investments.  On October 15 when the investment is withdrawn, investments are reduced 
by $105,000.  The change in the fair value of investments is charged $5,000 because the 
fair value change is reversed.
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Interest Allocation
• Government reports the entire position of its internal investment pool as cash and cash 

equivalents in the general fund, with an amount due to other funds for those other funds’ 
positions in the pool.  Each fund with a position in the internal investment pool should 
report its position as equity in cash management pool, cash and cash equivalents, or 
investments with corresponding interfund receivables and payables for the other funds’ 
equity positions.

• Typically, each fund would be allocated interest by a weighted average of the investment 
balance in the fund multiplied by the monthly interest rate.  It is important to note the 
interest should not be allocated to negative investment balance.  Government should 
report negative investment income as negative revenue.

• If a proprietary fund distinguishes between operating and nonoperating income, the 
change in the fair value of investments should be reported in the same manner as other 
investment income is reported, which may be as nonoperating revenue.



lslcpas.comPOLLING QUESTION #2
How often do you reconcile investments?

A. Daily
B. Monthly
C. Yearly
D. I don’t touch any reconciliations
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Financial Statement Disclosures



lslcpas.comDisclosures
• Governmental entities should make the following disclosures in the notes 

to the financial statements:
 The methods and significant assumptions used to estimate the fair value of 

investments, if that fair value is based on other than quoted market prices
 The policy for determining which investment, if any, are reported at amortized 

cost
 For any investments in external investment pools that are not SEC-registered, 

a brief description of any regulatory oversight for the pool and whether 
the fair value of the position of the pool is the same as the value of the 
pool shares will need to be disclosed in the footnotes.

• Other disclosures include the following: Interest Rate Risk, Custodial 
Credit Risk, Concentration of Credit Risk, Credit Risk, and Fair Value 
Measurement and Application
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lslcpas.comPOLLING QUESTION #3
Which area of financial disclosure poses the most significant risk or 

challenge for your organization?

A. Interest Rate Risk
B. Credit Risk
C. Fair Value Measurement and Application
D. Concentration of Credit Risk
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How Your Auditors 
Audit Your Investments



lslcpas.comAudit Steps to Audit Your Investments
1. Obtain a list and statements for all accounts held by the organization
2. Review GASB 31 fair value adjustment entry and reconcile the cash to 

your GL. This includes your footnotes as well
3. Confirm investment balances directly with the financial institution. 

Possibly through confirmation.com or sending confirmation directly to 
financial institution via mail or email.

4. Review your investment reconciliations including reconciling items, 
timing and documentation
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lslcpas.com$24,932,372.59 x 0.984828499 = $24,544,111.07

LAIF Bal

Fair Value 
Adjustment 

factor

Fair Value 
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and Questions



lslcpas.comCommon Mistakes & Questions
• Interest allocation is off; e.g., negative cash
• Do fair value adjustment entries always need to be recorded?
• Impairment valuation reported using cost-based measures
• External circumstances that negatively affect markets



lslcpas.comPOLLING QUESTION #4
Do you feel more confident 

in what you need to prepare for your auditors?

A. Absolutely 
B. I feel the same
C. No, I am still confused 
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Heather Flores, CPA
Manager, Assurance & Advisory

Heather.flores@lslcpas.com 

mailto:Steven.Warnick@lslcpas.com
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(949) 829-8299
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