Year 10 Accounting
                                                                                                                 Topic: Petty Cash

The Petty Cash System
Petty Cash

Petty Cash is a specific amount of money put aside for the payment of small business expenses. 

Businesses usually pay for items using cheques or using EFTPOS. Sometimes, however, a business will need to buy a small item, for example, the newspaper or coffee. These are too small to write a cheque. If the money is taken out of the cash register, this can add up quickly and is hard to keep track of. 
At the end of the week, the money used is replaced to keep the same amount in the Petty Cash box each week. 

It is vital that a business keep track of their petty cash. Most businesses will keep a Petty Cash Book.

Establishing a Petty Cash Fund

When a business starts a petty cash fund, they issue a cheque to be cashed to start the fund. This is known as a Petty Cash Advance. It is recorded in the Cash Payments Journal. 

Petty Cash and the Balance Sheet

At the end of the Accounting period, the amount in the petty cash fund is recorded in the Balance Sheet as a current asset as it represents a type of cash on hand.

Operating the Petty Cash System

Once the petty cash fund has been established, the cash is usually put in a petty cash box with a Petty Cash Voucher Book. When someone takes money from the box, they record it on a voucher. This is a type of source document to record all the petty cash expenses, e.g. milk. This voucher is left in the box until it is recorded in the Petty Cash Book. An example of a voucher is shown below. 

The Petty Cash Book

A petty cash book usually has various columns for different types of expenses. At the end of each week, the book is balanced and the ‘used up’ amount is replaced. This is known as a Petty Cash Reimbursement. The totalled amounts are added to the cash payments journal. An example of a petty cash book is shown below. 

Example:

The $50 opening balance of petty cash on hand, or the cash advance, is shown at the beginning of the month. The expense payments (disbursements) for the first week of July are listed and this page of the petty cash book is balanced on 6 July. 
Disbursements for the first week of July:

July




$

1
Train fare


3.00

2 
Milk



2.50

3
Postage Stamps


5.00

4 
Coffee



4.00

5 
Biscuits



4.50

6
Milk



2.50

	Petty Cash Book

	Date
	Details
	Amount Received
	Source Doc #
	Amount Paid
	Office Exp
	Fares
	Postage
	Other
	Balance

	2013
	
	
	
	
	
	
	
	
	

	July 1
	Advance
	50.00
	
	
	
	
	
	
	50.00

	
	Fares
	
	11
	3.00
	
	3.00
	
	
	47.00

	2
	Milk
	
	12
	2.50
	2.50
	
	
	
	44.50

	3
	Postage
	
	13
	5.00
	
	
	5.00
	
	39.50

	4
	Coffee
	
	14
	4.00
	4.00
	
	
	
	35.50

	5
	Biscuits
	
	15
	4.50
	4.50
	
	
	
	31.50

	6
	Milk
	
	16
	2.50
	2.50
	
	
	
	29.00

	
	
	
	
	
	
	
	
	
	


Petty Cash Voucher		        Date: 11/05/13


# 24





Issued to: P. Cash	For:______________





Amount: $_________





Signed: ______________________








