Unit 4: Why Do You Do Accounting Anyway?

Activity 2: Accounting for Theft Prevention

*Follow the folders through to “Overview”, click on Activity #2 Theft Prevention, then click through to the third page of “content”.

1. What is a petty cash fund?
2. How should most bills be paid?
3. Generally when is petty cash used?
4. Name three specific incidents when petty cash is used:
5. Establishing a Petty Cash Fund 

An employee is appointed to be the petty ___________.  A __________ is ________ from the bank account to petty cash to ______________ the fund.  The appointed ______________ takes the cash and places it in a _________ cash box in a secure place and they are r____________ for the money. 

6. To record the start-up of a petty cash fund the following postings would be created to transfer money out of Cash and into Petty Cash.

Cash





Petty Cash
7. Notice that cash is ______________ $_______ to ______________ the __________ account, and petty cash is ____________ $_________ to give it an _______________ balance. Petty cash has a ____________ balance just like cash because it is an asset.
8. Operating a Petty Cash Fund 

Every time _____________ from the __________   _______ fund is used to pay for something, a ____________ for that amount must be put back in the ___________. All _____________ paid out of the petty cash fund must be ____________ by a ________l. If a _________ is not available, a petty cash ________________ must be completed by the person receiving the money. 

9. An __________ of the petty cash should be done on a _____________ basis. The total of the cash, _______________ , and petty cash vouchers should be the total of the petty cash fund ______________ established.
10. Replenishing the Petty Cash Fund 

As bills are paid, the ______________ in the petty cash fund ________________ and needs to be _________________. A minimum amount of cash should be _________________ so the fund never runs out of cash. When the ____________________ level of cash is reached, the fund should be replenished. 

11.   Assume the petty cash fund is $200.00 with a _________________ level of $30.00.   List and describe the seven (7) steps for ________________ the fund. 

Steps to replenishing the Petty Cash Fund:

	Cash

	$     856.00 

	$     177.62 


	  

	
	  

	
	  

	
	  

	  


	  

	  


	$                                
	

	
	Petty Cash
$     200.00 

                   

  

177.62 

$     177.62 

  

  

  

  

  

$                              
               




**The entry to ______________ the petty cash account is a ___________ in the amount _____________ in the fund. This replenishment brings the petty cash balance _________   ______ to its _______________ balance. Remember, you want to maintain a balance of $______ in the petty cash fund. If its balance ____________ below the minimum balance then the fund needs to be __________________. 
Petty Cash Policies

12.  What are the four main petty cash policies?
Check Your Understanding

2. Use Petty Cash Summary provided to post the petty cash transactions to the T-accounts. 

Petty Cash Summary
October 17 - November 3, 2008. 
	Office expense 
	$45.68 

	Postage expense 
	45.69 

	Miscellaneous expense 
	68.75 

	GST Recoverable 
	15.36 

	Total 
	$175.48 


	Office Expense

	     
	          

	                  
	               

	  
	  

	  
	  

	  
	  

	$       -         
	                      


	
	Postage Expense 
     
          
  
               
  
  
  
  
  
  
$       -         
                      

	Miscellaneous Expense
     
           
  
               
  
  
  
  
  
  
$       -         
                        


	GST Recoverable
     
              
  
               
  
  
  
  
$       -         
                         

	Petty Cash
                    
     
  
               
  
  
  
  
$       -         

	


3. Determine the amount necessary to replenish the petty cash fund back up to $200. In the T-accounts below, post the transactions to replenish the fund. 

	Cash

	$     _______ 
	                   

	  
	
	  
	
	  
	
	  
	  

	  
	  

	$     _________ 
	

	
	Petty Cash
$     __________ 
$     ___________     
  
           
  
  
  
  
  
$     200.00 
               



Assignment 2: Petty Cash 

[image: image1.png]


Complete the following assignment and submit your work to the teacher. 

Before you hand in your work, ensure your name appears on the top of every page of your document. 

1. Use the following Petty Cash Summary to post the petty cash transactions to the T-accounts provided. 

Petty Cash Summary
October 17 - November 3, 2008. 
	Office expense 
	$178.26 

	Repair and Maintenance expense 
	48.95 

	Miscellaneous expense 
	4.65 

	GST Recoverable 
	6.60 

	Total 
	$238.46 


The petty cash fund has an opening balance of $250 and has a minimum balance of $50. 

	Office Expense

	     
	          

	                  
	               

	  
	  

	  
	  

	  
	  

	$       -         
	                      


	
	Repair and Maintenance Expense 
     
          
  
               
  
  
  
  
  
  
$       -         
                      

	Miscellaneous Expense
     
           
  
               
  
  
  
  
  
  
$       -         
                        


	GST Recoverable
     
              
  
               
  
  
  
  
  
  
$       -         
                         

	Petty Cash
                    
     
  
               
  
  
  
  
  
  
$       -         

	


2. Determine the entry required to replenish the petty cash fund back up to $250. Use the T-accounts below to post your answers 

	Cash

	              
	                             

	  
	
	  
	
	  
	
	  
	  

	  
	  

	          $__________    
	

	
	Petty Cash
                
  
  
  
  
  
  
  
$      __________ 



3. Why do you think it is important to have a formal petty cash procedure in a business? In your answer discuss internal controls, accuracy, and theft. Your answer should be written in full sentences and be approximately 200 words. 

