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BACKGROUND INFORMATION
Petty cash is a small amount of cash that is kept on hand and is used to pay for insignificant amounts, rather than writing a check.  In a small organization, there is normally only one person with a petty cash fund and that person is responsible for the control and use of the petty cash for the entire organization.  In larger organizations or as the situation may dictate, there may be more than one person with a petty cash fund.  For example, some PHA permit property managers to have petty cash funds or establish petty cash fund by program area (i.e., public housing, Housing Choice Voucher, Rural Housing, etc.).
The person(s) responsible for the petty cash is known as the petty cash custodian.  Petty cash provides a convenient way to pay for small expenses for which a purchase order would not be practical (e.g., car wash).  When the cash in the petty cash fund is low, the petty cash custodian requests a check that can be cashed to replenish the cash that has been paid out.  The review of purchases made with petty cash is typically performed by the Executive Director or designee.
The amount in a petty cash fund will vary by PHA and is set at the discretion of the Executive Director and the Board.  For a very small PHA, a $50 petty cash fund may be adequate, while a larger PHA may need a petty cash fund with a total amount of $200, with each purchase not to exceed $50.
However, keeping cash on hand increases the risk of theft or mis-use and is a high-risk area even though the amount of cash involved is normally considered immaterial.  For this reason, many PHAs have not established a petty cash fund at all or greatly control and restrict the use of a petty cash fund.  This policy is designed to mitigate the threat of theft or misuse of these funds.
This document provides a sample of a PHA petty cash policy and associated procedures.
· Sample 1 – All PHAs. This sample provides an example petty cash policy for all PHAs, regardless of size or complexity.
PHAs can simply cut and paste the sample into their policy and procedures document and modify as needed.
ITEMS FOR CONSIDERATION
In the review of the sample, the PHA will need to take their specific situation into consideration when modifying the petty cash policy and procedures to suit their PHA.
The following provides the major assumptions that were used to develop the sample policy and procedures.
1. Assumption – The PHA has enough staff to separate the petty cash custodian from the person that is responsible for the approval of purchases made with petty cash funds.
2. Assumption – The PHA has designated only one petty cash custodian and that person is responsible for the purchases made from petty cash on behalf of the entire organization.
3. Assumption – The petty cash custodian is trained in managing cash and can properly reconcile cash transactions.

SAMPLE 1 – ALL PHAs
PETTY CASH POLICY
This policy establishes a petty cash fund with a total not to exceed amount of $200.  Petty cash may be used to cover small expenses not to exceed $XX per transaction, and may not be used to pay a vendor invoice or payroll expenses. Whenever possible, other methods of disbursement, such as a check, should be used in lieu of the use of petty cash.
The petty cash fund shall have a designated custodian to track disbursements from the petty cash fund and to request reimbursement of the petty cash fund, when required.

PETTY CASH PROCEDURES
The use of petty cash is authorized as a mechanism for payment when other disbursement methods are not feasible or practical, and are subject to the limitations as set forth in the policy and procedures.
Establishment and Duties of a Petty Cash Custodian
The PHA will have a dedicated custodian to handle the petty cash fund.
Petty cash shall be kept in a locked box or drawer at all times to mitigate the threat of theft.
The custodian will track all disbursements from the petty cash as described below.
· Written Acknowledgement of Funds Issued (Issue Receipt). When cash is provided for a purchase, the petty cash custodian shall generate a document, known as an issue receipt.  The issue receipt will contain the following information: 1) the date the cash was provided; 2) reason for issuance of the cash; and 3) the amount of cash issued.  The issue receipt must be signed by the custodian and the person requesting the petty cash.  The issue receipt is to be placed in the locked box with the remaining petty cash at the time the funds are provided to the requesting person.
· Vendor Receipt for Goods/Services Purchased. A vendor receipt showing the items or services purchased should be returned to the petty cash custodian by the employee that received the petty cash funds.  The vendor receipt will be attached to the issue receipt showing that petty cash funds were issued and mark the issue receipt as “Cancelled”.  Any remaining cash will be returned to the petty cash fund.  If no vendor receipt is available, a receipt will be written from a petty cash receipt book as documentation of the amount spent.  Note: There should always be a corresponding receipt for goods/services purchased.
Petty cash funds shall always equal the total of the approved fund amount.  The petty cash total is the sum of: 1) all cash; 2) issued receipts for petty cash; and 3) vendor receipts of purchases, found in the petty cash fund locked box.
It is the custodian’s responsibility to ensure that when petty cash is issued, as documented by a signed receipt acknowledging receipt of the petty cash, the vendor receipt or cash is to be returned to the custodian by close of business the day of receipt of cash or open of business the next day.
When the petty cash funds fall below $XX, the custodian will prepare a petty cash reimbursement form that lists all expenses disbursed.  The form will be signed by the petty cash custodian and submitted to the Executive Director for review and replenishment of funds.  All receipts will accompany the petty cash reimbursement form as documentation of expenses.  The reimbursement of petty cash must match the total of all receipts.
· The Executive Director will sign and date the petty cash reimbursement form, signifying that the use of petty cash complied with the PHA’s policy and procedures and that the petty cash funds can be replenished.

Other Administration Controls Over Petty Cash
The Executive Director or designee shall review all transactions of the approved balance of the fund at least once each month.
The Executive Director or designee shall complete an unannounced audit of the petty cash fund at least two times per year.  If the internal audit finds the petty cash fund to not be in balance an investigation shall be performed to explain the difference.  The investigation may result in disciplinary action, which at a minimum includes a write-up for the petty cash custodian’s personnel file.
Unauthorized Use of Petty Cash
The following is a list of prohibited use of the petty cash fund.
1. Petty cash may not be for expenses that exceed $50.
2. Petty cash may not be used to pay a vendor invoice or payroll expenses.
3. No person may borrow funds from petty cash for personal use, even if the amount borrowed will be reimbursed within 24 hours.
4. Personal checks may not be written to petty cash in exchange for cash.
5. Petty cash funds may not be used for newspapers, magazine subscriptions, greeting cards, and holiday decorations, political contributions, solicitations and other similar items.
6. Petty cash funds may not be used for any expense that is an ineligible cost to the program.
7. Outstanding petty cash reimbursements where more than 5 days have passed between the date of purchase and the date the reimbursement is requested, will not be reimbursed.
8. PHAs – you may add to this list based on past experiences.
9. Other questions regarding the use of petty cash funds should be directed to the Executive Director.
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