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SUBJECT

Petty Cash Fund Policy
PURPOSE

To specify the policy, procedures and conditions under which petty cash funds are to be established and maintained by state agencies.

AUTHORITATIVE REFERENCE

K.S.A. 75-3052 
K.S.A. 75-3054

K.S.A. 75-3053
K.S.A. 75-3055

GENERAL INFORMATION

Authorized Use of Petty Cash Funds - Petty cash funds may be used for authorized agency expenditures of the agency of $100 or less.  Petty cash funds may not be used for employee salaries, payment of current accounts that are payable monthly, or advance payments of any kind. No checks may be cashed from this fund.  The custodian may, however, use it for making change.

Absolutely no loans or advances may be made from this fund.

Source/Maximum -The amount needed to establish the petty cash fund will come from current year appropriations for operating expenditures.  The maximum amount for any petty cash fund is $500.  

Special Considerations - The petty cash fund may be maintained in cash; it is not required to be maintained in a bank.  The agency should designate a place in the agency for the safekeeping of the fund.  The cash must not be commingled with funds of any employee, but is to be maintained in a businesslike manner in an approved location with adequate security.  
The Department of Administration may withdraw the authority to maintain any petty cash fund and, upon withdrawal of authority, the petty cash fund shall immediately be terminated and shall not be reopened except upon subsequent application to and authorization by the Department of Administration.

Petty Cash Fund Forms

· DA-71 Petty Cash Fund Application/Maintenance - This form is used to establish the petty cash fund, to change the responsible employees, to change the location of the fund, to request changes in fund amounts, and to close the petty cash fund.

· DA-73 Reconciliation of Petty Cash Fund - This form is used for reconciliation of the petty cash fund.  Reconciliation is to be performed at least monthly.  A copy of the reconciliation completed at the time of fund replenishment should be kept as part of the petty cash fund records.

Disbursement forms - The agency determines the standardized form that best meets the needs of that agency.  Best practice would prescribe pre-printed and pre-numbered forms showing the date of payment, payee’s name, description of item purchased, expenditure account code, signature of person reimbursed, custodian’s signature, disbursement or replenishment amount and balance of petty cash fund.  The agency may purchase forms from an office supply vendor or use Form DA-78 Petty Cash Fund Log.  

Monthly Reconciliation / Reimbursement from the State - Using a form DA-73 Reconciliation of Petty Cash Fund, a reconciliation of each petty cash fund is to be performed at the end of each month or more frequently if necessary.  This is done even if no expenditures have been made in order to assure the fund is intact.  The form is to be retained at the agency.  The petty cash fund must be reconciled, expenditures recorded in SMART using the appropriate vendors and cash replenished by the 15th day of the following month.  The expenditures are to be recorded in, and a replenishment voucher drawn from, the budgetary fund(s) from which payments would have been paid if they had not been paid from the petty cash fund.  For expenditures not expected to be recorded in SMART by the fiscal year end cutoff for payment vouchers, funds must be encumbered with a purchase order (PO) or general ledger encumbrance (GL Encumbrance) as appropriate using the correct budget year and funding.  This encumbrance must be used to record the expenditures in SMART to the appropriate vendors, and the petty cash fund must be replenished by July 15th of the new fiscal year (see PM 14,002 Fiscal Year Closing Including Fiscal Year Determination). 
The agency must maintain:

· the DA-73 Reconciliation of Petty Cash Fund,
· the DA-78 Petty Cash Fund Log or similar form,
· receipts with the petty cash fund expenditure documentation, and

· replenishment of cash voucher documentation.
The supervising employee in the agency is expected to make “surprise internal audits” of the fund periodically to ensure that procedures are strictly enforced.  A record of the audits is to be maintained with the petty cash fund records for review by the Department of Administration upon request.
Overage / Shortage of Petty Cash Funds - Any reconciling entry for an overage or shortage must be described in detail, including the date the error was discovered.  The Department of Administration may authorize any such reconciling entry providing that it does not exceed $200.  Supporting documentation for the loss should be attached to the replenishment documentation.  In cases of extraordinary losses resulting from robbery, burglary or other infrequent disappearances, a petty cash fund may, if approved by the Department of Administration, be reimbursed by the state agency from available appropriations, but such reimbursements shall not exceed a total amount of $2,000 in any fiscal year.
1099 Reporting – Recording expenditures by vendor in SMART is a necessary step for statewide 1099 reporting obligations.  For 1099 reporting questions, contact the Office of the Chief Financial Officer, Central Responsibilities Team.
PROCEDURES

	Responsibility
	
	Action Step

	
	
	

	
	
	Establishment / Maintenance of Fund

	
	
	

	Agency
	1.
	To establish the fund, complete form DA-71, Petty Cash Fund Application/Maintenance.  This form should also be used to document changes in amounts, appointees, and locations

	
	
	

	
	2.
	Appoint a custodian, alternate custodian, and supervising employee(s) to administer the petty cash fund.

	
	
	

	
	3. 
	Send a printed or scanned copy of the completed DA-71 to the Department of Administration, Office of the Chief Financial Officer, Agency Audit Services Team.

	
	
	

	Agency Audit Services Team
	4.
	Review the DA-71 and return an electronic copy of approved or disapproved DA-71 to the agency.

	
	
	

	
	5. 
	Maintain copy of the DA-71 forms as a permanent record of outstanding petty cash funds held by the agency.  Update petty cash fund electronic file.

	
	
	

	Petty Cash Fund Custodian
	6.
	Maintain approved copy of the DA-71.

	
	
	

	Agency
	7.
	Upon receipt of the approved DA-71 from the Office of the Chief Financial Officer, process a voucher for the approved amount using standard SMART procedures.  Account code 572400, Advances for Petty Cash Funds should be used to record the initial advance from current year appropriations for operating expenditures.   
Note: A SMART Manage Engine Service Desk ticket must be submitted requesting the new petty cash fund be established in SMART.  Also, a SMART Security Access Request Form must be submitted to establish a petty cash fund sign-on for the custodian(s).  Those petty cash fund users must be assigned to the SMART petty cash fund.

	
	
	

	Petty Cash Fund Custodian
	8.
	The custodian should cash the check and secure the petty cash fund in the method described on the DA-71.

Note: If necessary, the agency should prepare a letter to the bank authorizing the custodian to cash the petty cash check or, the State Treasurer can be contacted to provide a letter authorizing the check to be cashed.

	
	
	

	
	
	Disbursements from Fund

	
	
	

	Agency
	1.
	Only appropriate disbursements for official state business should be made from the petty cash fund.

	
	
	

	Petty Cash Fund Custodian
	2.
	Provide petty cash to appropriate employee per approved request. Complete the disbursement form or log, such as the DA-78 Petty Cash Fund Log.  Obtain a receipt for expenditure from the employee and file with the disbursements form or log.

	
	
	

	Agency
	3.
	Petty cash remaining after the purchase should be returned to the Petty Cash Fund Custodian.

	
	
	

	Petty Cash Fund Custodian
	4.
	Record excess petty cash returned in the disbursement form or log and secure excess cash with the petty cash fund.

	
	
	

	
	
	Reconciliation, Recording of Expenditures and Replenishment of Petty Cash Fund

	
	
	

	Agency
	1.
	The reconciliation, recording of expenditures and replenishment of the petty cash fund must occur by the 15th day of the following month.

	
	
	

	
	2.
	Prior to recording of expenditures and replenishment of the petty cash fund, the custodian will reconcile the fund using the DA-73.  This is done even if no expenditures have been made in order to assure the fund is intact.  The disbursement forms or log and receipts must be maintained with the DA-73 reconciliation as support for the expenditure vouchers and replenishment voucher described in the following action steps.

	
	
	

	
	3.
	Following the monthly reconciliation in Step 2, if petty cash fund expenditures have occurred, the agency must follow procedures in SMART Job Aid “Imprest Fund-Petty Cash Fund - Record Expenditures by Creating a Voucher” to record in SMART every expenditure to the appropriate vendor. SMART  Job Aids link at: http://smartweb.ks.gov/training/accounts-payable
Expenditures are to be recorded in the fund(s) from which the payments would have been paid had they not been paid from the petty cash fund.

	
	
	

	
	4.
	Refer to SMART Query “KS_AP_AGY_IMPREST_PETTY_CASH”.  This query provides the agency with a method for verifying the expenditure vouchers entered in SMART and can be used in conjunction with the monthly reconciliation Form DA-73. SMART Catalog of Reports, Inquiries and Queries: http://smartweb.ks.gov/home/reporting

	
	
	

	
	5.
	For petty cash fund expenditures that occurred and were recorded in Step 3 of this section, the agency must follow procedures in SMART Job Aid “Imprest Fund-Petty Cash - Replenish Fund by Creating a Voucher” to replenish the petty cash fund.  SMART Job Aids link at: http://smartweb.ks.gov/training/accounts-payable
The replenishment voucher is to be drawn from the fund(s) which expenditures were recorded in Step 3 of this section.

	
	
	

	
	
	Note: Steps 3 through 5 of this section must be completed so expenditures are recorded in, and replenishment occurs from, the correct budgetary fund(s).  Failure to do so will cause accounts to be out of balance and bypass the impact on the Treasurer’s Common Cash.

	
	
	

	Petty Cash Fund Custodian
	6.
	The custodian should cash the check and secure the petty cash fund in the method described on the DA-71.

	
	
	

	Agency
	7.
	FISCAL YEAR END ENCUMBRANCE –

Prior to July 15th of the new fiscal year, the agency must replenish the petty cash fund and record expenditures to the appropriate vendors for June petty cash fund expenditures.

	
	
	

	
	8.
	For petty cash fund expenditures not expected to be recorded in SMART by the fiscal year end cutoff for accounts payable vouchers, an encumbrance must be created using the appropriate budget period and funding.  Either a purchase order (PO) or a general ledger encumbrance (GL Encumbrance) is created as appropriate: 1) a purchase order (PO) is created when the vendor is known; 2) a general ledger encumbrance (GL Encumbrance) is created for non-vendor specific encumbrances 

	
	
	

	
	9.
	Refer to the applicable Closing of Fiscal Year Informational Circular issued by the Office of the Chief Financial Officer for details and deadlines on entering vouchers and establishing purchase orders (POs) and general ledger encumbrances (GL Encumbrances).  For all encumbrances, the agency should include in the header or line comments, “Petty Cash Fund” with the appropriate petty cash fund number and budget period.

	
	
	

	
	10.
	The encumbrance should only be applied to the expenditure recognition voucher(s).  Do not apply the encumbrance to the replenishment voucher.

	
	
	

	
	
	Change the Authorized Amount of Fund

	
	
	

	Agency
	1.
	To change the authorized amount of the fund, complete the DA-71, select the “Request to change amount” box, and indicate the amount of the change requested.

	
	
	

	
	2.
	Send a printed or scanned copy of the completed DA-71 to the Audit Services Team.

	
	
	

	Agency Audit Services Team
	3.
	Review the DA-71 and return an electronic copy of approved or disapproved DA-71 to the agency.

	
	
	

	
	4.
	Maintain an approved copy of the DA-71 forms as a permanent record of existing petty cash funds held by the agency.  Update petty cash fund electronic file as appropriate.


	
	
	

	Agency
	5.
	If an increase to the fund was requested, upon receipt of the approved DA-71, process a voucher for the approved amount using standard SMART procedures.  Account code 572400, Advances for Petty Cash Funds should be used to record the advance from the same operating fund that was used to establish the petty cash fund.   

	
	
	

	Petty Cash Fund Custodian
	6.
	The custodian will cash the check and secure the petty cash fund in the method described on the approved DA-71.

	
	
	

	Agency
	7.
	If a decrease to the fund was requested, upon receipt of the approved DA-71, deposit the amount of the petty cash fund reduction to the fund from which the petty cash fund was established using standard SMART procedures.  Account code 462210, Refund of Advances for Petty Cash Funds, should be used to record the deposit. Send a copy of the deposit document to the Agency Audit Services Team.

	
	
	

	
	
	Closing of Fund

	
	
	

	Agency
	1.
	Complete a new DA-71 with all the applicable information in the top portion of the form.  Select the “Close fund” box and record the amount of $0.00 as the new authorized amount of the fund.  Be sure to complete the “Closing of Petty Cash Fund” section at the bottom of the form.

	
	
	

	
	2.
	Complete a DA-73 which will support the deposit.  Select the “Final Reconciliation” box when closing the petty cash fund.

	
	
	

	
	3.
	For petty cash disbursements that have not been recorded in SMART or reimbursed: 
a. To record in SMART the petty cash fund disbursements, refer to Step 3 in “Reconciliation, Recording of Expenditures and Replenishment of Cash” section of this Policy Manual.
b. For query to validate the expenditure vouchers entered in SMART in Step a above, refer to Step 4 in “Reconciliation, Recording of Expenditures and Replenishment of Cash” section of this Policy Manual.
c. To replenish the petty cash fund, refer to Step 5 in “Reconciliation, Recording of Expenditures and Replenishment of Cash” section of this Policy Manual.
Note: Action steps 3a and 3c must be completed so:

· final expenditures are recorded in, and replenishment occurs from, the correct budgetary fund(s), and  
· petty cash cash account balance is reversed and Treasurer’s Common Cash is impacted for those expenditures.

	
	
	

	
	4.
	Using standard SMART procedures, process a deposit for the replenishment check and petty cash fund balance in the fund used to establish the petty cash fund.  Account code 462210, Refund of Advances for Petty Cash Funds, should be used to record the deposit.  The amount of the deposit should equal the authorized amount of the petty cash fund.

	
	
	

	
	5.
	Send a scanned copy of the DA-71, the DA-73 and a copy of the agency deposit document to the Agency Audit Services Team.

	
	
	

	Agency Audit Services Team
	6.
	Agency Audit Services will initial the DA-71, record the fund closing and send a scanned, initialed electronic copy back to the agency for their records.

	
	
	

	
	7.
	Maintain copy of the initialed DA-71.  Update petty cash fund electronic file.

	
	
	

	Petty Cash Fund Custodian
	8.
	Maintain a copy of the initialed DA-71.


USEFUL LINKS
DA-71  Petty Cash Fund Application/Maintenance
DA-73  Reconciliation of Petty Cash Fund 

DA-78  Petty Cash Fund Log
CONTACT SOURCES
For questions relating to petty cash funds, please contact:

Department of Administration
Office of the Chief Financial Officer
Agency Audit Services Team
Questions relating to petty cash fund Job Aids should be directed to:

Department of Administration

Office of the Chief Financial Officer 
Statewide Payroll and Accounting

SMART Team
