ATTACHMENT VIII: Draft Cash Management: Petty Cash Management 
Intervention 1.3.4 “Implement PIP Interventions to Operationalize”
Sub-intervention 1.3.4.4 “Issuing the Accounting Manuals and guidance documentation for certain accounting activities. Issuing the final version of the financial policy” 

ACCOUNTING MANUALS: CASH
YARMOUK WATER CMPANY

DRAFT: 1

PETTY CASH DISBURSEMENTS

PURPOSE 

This policy defines the procedures to be followed when starting, administering and ending the use of petty cash funds for small incidental cash purchases by employees for an amount up to (to be determined). 

The company’s policy is to create a petty cash fund for a department when appropriate to improve operations based on providing availability to cash for small purchases of products and services where it is not practical or efficient to make the purchase through the normal process of a purchase order. 

SECURING THE PETTY CASH ACCOUNT 

The manager assigned is in charge of ensuring the security of petty cash money held by their respective department. All cash and vouchers for expenditures must be held in a locked cash safe box with access limited by a key held by the manager. The manager in charge is responsible for the petty cash thus access to the funds must be always held in the safe box. 

The petty cash fund will be reconciled on a regular basis by the manager and audited occasionally by their supervisor. The manager must ensure that the cash on hand plus vouchers with receipts is equivalent to the total amount disbursed to the petty cash account. The petty cash must always be maintained separately from other cash drawers, any other revenue and personal money. 

PETTY CASH PURCHASES AND VOUCHERS 

An employee making a purchase with petty cash must follow this process

· Obtain approval from department manager or supervisor

· Complete a petty cash voucher issued by the department manager

· Obtain petty cash funds for the equivalent amount of the petty cash voucher

· Make the purchase and obtain a receipt

· Provide the receipt to the department manager 

If an employee does not obtain petty cash funds prior to the purchase, the employee should complete voucher, submit receipts and receive reimbursement as soon as possible after purchase is made. 

I. PETTY CASH SYSTEM
1. The petty cash system is part of the Utility’s internal control system and should be carefully monitored. Petty cash should be used for small payments of goods or services where the ROU has no formal account. The petty cash expenditure limit should be set by the Management at JD (to be determined) maximum for each transaction and a suggested monthly maximum of JD(to be determined) . These limits should be reviewed annually and ratified by the management. 

2. One person should be responsible for Petty Cash at each working area.

3. All cash receipts should be lodged intact to the ROU’s main account.

a. A petty cash fund may be established in a department when there is evidence that a continuing cash advance should be kept on hand to permit the purchase of low-value supplies and services that cannot be purchased under the Low-Value Purchase Authorization procedures. In the absence of such evidence, procurement cards, blanket purchase orders, and miscellaneous blanket authorizations are used to purchase low-value supplies through the authorized personnel.

b. Each ROU places its own restrictions on the petty cash funds established on its place, including the amount of cash in the fund and a JD limit per expenditure. Each fund must be used strictly in accordance with the purpose for which it was authorized.

AI. ESTABLISHMENT OF PETTY CASH FUNDS
The working area officer is responsible for authorizing the establishment of petty cash funds, the specified amount of each fund, and the JD limit per expenditure.

BI. OPERATING PROCEDURES
When a petty cash fund has been authorized for a department, the following operating procedures must be followed:

A. DESIGNATION OF CUSTODIAN

A custodian of the fund, who is directly responsible for the safekeeping and disbursement of the cash, must be appointed by the department head. The original check written to establish the fund, and checks written to replenish it, are made payable to the custodian of the fund. Written instructions detailing the procedures that must be followed in using petty cash funds should be provided to the custodian.

B. PETTY CASH DISBURSEMENTS

Expenses paid from a petty cash fund can only be made for the purpose(s) for which the fund was authorized and must be supported by receipts, which should contain the following information:

· Date of purchase or payment;

· Name of vendor or another payee;

· Positive evidence that a payment was made, i.e., a cash register receipt or a handwritten receipt on which the word "Paid" appears;

· Amount paid;

· Description of the goods purchased (entered by the

vendor if a handwritten receipt is obtained, or by the purchaser if a cash register tape is issued),

or of the services provided; and

· Signature indicating receipt of purchases or services.

The total receipts plus the cash on hand must equal the specified amount of the petty cash fund at all times.

C. REIMBURSEMENT OF FUNDS

Reimbursements made to a fund custodian for petty cash expenditures are based on a Check Request, which must be supported by purchase receipts. Such requests must be approved for payment by departmental head.

Reimbursement should be requested as needed, but the fund should always be reimbursed by the end of the financial year.

Reimbursement of the petty cash fund must be completed at least once per month regardless of the month. Additionally, the petty cash fund must be reimbursed at year end. All reimbursement requests must be made by making a request to accounts payable. 

A reimbursement request must include the department, each receipt along with the corresponding accounting code to be applied against. Overage and shortages must be applied against the appropriate account as well. 

BI. OPERATING PROCEDURES 

D. PHYSICAL SECURITY

When not in use, the fund's currency must be placed in a safe or a locked receptacle, which is kept in a properly secured area. In the event of a theft, the loss must be reported to the department head.

E. CHANGE IN CUSTODY OF FUND

When responsibility of the petty cash fund is transferred to another person, the original custodian must replenish the fund to its original cash balance by requesting reimbursement for all vouchers and receipts. Upon doing this the management supervisor must be notified in writing of the change in custodianship. 

Petty Cash Change of Custodian Form should be completed at the department level and sent to the general accounting office. The purpose of this form is to document that the department head has approved the change of custodian, that the total of the cash and the receipts equal the specified amount of the fund, and that the new custodian is aware of his specific responsibilities related to custody of the fund.

If the fund consists of cash and unreimbursed receipts, a reimbursement check should be requested, so that the full amount may be turned in to the officer. The department head must notify the accounting officer in writing that the petty cash fund custodian has been changed.

IV. INTERNAL CONTROL PROCEDURES

A surprise cash count of each petty cash fund, including a review of the documents on hand, must be performed annually, or more frequently if the accounting officer or the head of another department determines that this is necessary. The following procedures must be followed:

· An employee from the accounting office or another department must perform the count.

· The employee should be selected to perform a specified cash count only for this one instance, i.e., the designation should terminate upon completion of the assignment.

· An employee who is the custodian of other cash, or who reports to, or whose work functions directly relate to, those of the custodian whose cash is to be counted, should not be selected to perform this count.

· If the cash count is performed by a non-accounting office employee, the results must be reported to the accounting office.

Any major discrepancies disclosed by the cash count should be reported to accounting office.

A petty cash verification letter should be sent to departments when the accounting office is unable to perform a surprise cash count.

V. RESPONSIBILITIES
The accounting office is responsible for reviewing receipt documents provided in support of requests for reimbursement of petty cash expenditures, and for reimbursing the fund 
VI. CLOSING PETTY CASH FUND 

When petty cash is no longer needed for a department the fund should be closed by reimbursing the fund as outlined above and then the account should then be returned to accounting providing a credit back to the original account withdrawn from.
	Yarmouk Water Company

	Petty Cash Log – Date: From:                            To:

	Custodian

	Date 
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	Amount Deposited
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