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A8.811 Petty Cash Funds-Overvi ew
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Pur pose

To provide procedures for the establishnent and adm nistration
of petty cash funds as authorized by Section 40-84, Hawai ‘i
Revi sed Statutes. State rules, regulations, and policies are
provi ded under sections 823 and 824 of the State of Hawai ‘i
Accounting Manual, Volune I1. These petty cash procedures
establish a means of making pronpt cash paynments of $25.00 or
| ess.

Definitions

a. Petty Cash Fund

A petty cash fund is a fixed sum of noney established under
the inprest system for the purpose of nmaking pronpt cash
paynments for small purchases of $25.00 or less, in which
nore formal procurenent and paynment actions of the
University and State woul d be uneconom cal or unduly tine
consum ng

b. Canpus/Depart nent Head

The top level admnistrator of a college, institute,
school, or other major unit of the University. Included in
this |listing wuld be Deans, Directors, Provost s,

Chancel |l ors, and Vi ce-Presidents.

c. Petty Cash Custodi an

An individual designated in witing by the Canpus/
Depart nent Head and approved by the Director of Financial
Operations to safeguard, disburse and account for a petty
cash fund; to have control over and responsibility for a
petty cash fund.
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Alternate Petty Cash Custodi an

An individual authorized in witing by the Canpus/
Depart nent Head and approved by the Director of Financial
Qperations to act for a petty cash custodi an during his/
her absence.

Approvi ng Authority

I ndi vi dual s designated by the Canpus/Departnment Head to
aut hori ze purchases in support of University prograns. The
cust odi an/ al ternate cannot be an approving authority.

Aut hori zed Fund Anmount

An established | evel of Petty Cash funding that nust always
be mai ntai ned under the inprest system The initial |evel
of funding is based on projected operational needs for 21
wor ki ng days.

CGeneral I nformation

a.

C.

The petty cash fund is a fixed sum of noney established
under the inprest system whereby the anmount of noney in the
fund and the unreinbursed paynents made from the fund
shoul d al ways equal to the authorized fund anmount. A cash
advance is required to provide the initial operating cash
for the petty cash fund. Expenditures are recorded into
the fiscal system at the time when disbursenents are
reported through the processing of replenishnent clains.
Tinely processing of the replenishnent claimis critical in
mai ntai ning an adequate supply of available cash and in
properly recording expenditures in the period when
i ncurred.

The recording of expenditures into the fiscal system
through the replenishnment process allows expenditure
anounts to be charged to the proper account code and obj ect
code regardless of the source of the cash advance (i.e

Federal, Special, Revolving, Trust, Agency expenditures
charged to any account code/object code may be processed on
a petty cash fund with a General Fund advance).

A vendor code is assigned to each custodian and alternate
custodlan(s) by the Disbursing Ofice (Vendor code formt
=X _ ) and is used to identify al

repl eni shnment transactions in the fiscal system
Therefore, the vendor identified in the fiscal reports
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for all petty cash disbursenents is the custodian rather
than the actual vendor/payee. This results in sone
restrictions placed on the wuse of the fund when
identification of the vendor/payee is critical (e.qg.
1099-M sc reportabl e paynents, W2 m | eage rei nbursenents,
etc.)

The vendor code also identifies the custodian or alternate
custodi an(s) as the payee for all replenishnent checks. It
is therefore critical that changes in custodians be
pronmptly processed to avoid check cashing difficulties
(Refer to A8.813 - Procedures for a Change in Petty Cash
Custodi an or Alternate).

Responsi bilities

a. General Ofice Responsibilities

1) Each Canpus/Departnment Ofice that adm nisters a petty
cash fund is responsible to ensure conpliance with al
detailed procedures as specified 1in applicable
Adm ni strative Procedures Manual instructions, minly
A8. 811 to A8.819.

2) The Disbursing Ofice is responsible for the general
supervision of petty cash operations including
provi di ng gui dance and support in the adm nistration of
petty cash funds and the auditing of petty cash

repl enishnment clains and support docunents. The
Di sbursing Ofice is responsible for coordinating
action requests (establishnent, decrease/ cl ose,

permanent increase, tenporary increase, change in
custodi an, change in alternate) internally within the
Uni versity organi zation as well as externally with the
Departnent of Accounting and General Services. Al
incidents of petty cash overages and shortages are to
be reported to the Disbursing Ofice for appropriate
action.

The Director of Financial Operations reviews and
authorizes all action requests and reviews all
incidents of petty cash overages and short ages.

3) The Internal Auditor's Ofice is responsible for the
auditing of petty cash fund operations. The Internal
Auditor's Ofice conducts field audits of petty cash
operations to nonitor conpliance wth detailed
pr ocedur es. This office also nonitors corrective
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action through the requirenent and review of action

response nmenoranda from canpus/departnent units. This
office acts as the liaison wth the DAGS(Audit)
division which 1is charged wth general audi t
responsibilities for all State petty cash operations.

b. Individual Responsibilities

1) The custodian/alternate is responsible for safeguarding
the fund, ensuring that proper accounting and recording
procedures are mmintained, and ensuring that all
di sbursenents are properly authorized.

2) The approving authorities are responsible for ensuring
that the requests for petty cash funds support only
proper and necessary expenditures of Uni versity
prograns within their purview

3) The Fiscal Oficer is responsible for adm nistrative
duties related to the petty cash fund and therefore
nmust ensure that:

i) the duties of the custodian/alternate are
bei ng properly executed

i) di sbursenents are in accor dance W th
appl i cabl e | aws, State policies and

procedures, University policies and procedures

i) the individual responsible for verification of
satisfactory recei pt of goods and services has
certified acceptance

V) adequate funds are available for t he
di sbursenent s

V) proper docunentation is maintained at the
canpus/ departnent office and is available for
revi ew upon request

4) The Canpus/Departnment Head is ultimtely responsible
for the proper admnistration of the Petty Cash fund
and wi Il be held account abl e.

Qi del i nes

a. Basic Policies
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5)
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The establishnment of a Petty Cash Fund requires prior
approval by the Director of Financial Operations.

The maxi num petty cash di sbursenent is set at a ceiling
of $25. 00.

Al'l  disbursenents of $25.00 or less shall be nade
through a petty cash fund, or if nore appropriate, an
i nprest checki ng account.

The petty cash funds are to be nmaintained under an
i nprest system whereby the accountability of the
original anpbunt is preserved. No other funds or
collections are to be commngled with petty cash funds.

The Authorized Fund Anmount in the petty cash fund is
provided to sustain petty cash operations for 21
wor ki ng days. Tinmely replenishnents of petty cash
funds are required to maintain an adequate supply of
avai |l abl e cash and to properly record expenditures in
t he peri od when incurred.

Canpus/ Depart nent Docunent ati on Requi renents

Canpus/ departnent units are responsi bl e for maintaining
docunentation for the Petty Cash Fund i ncl udi ng:

a) Approved Requests for Petty Cash Fund forns and
approved Change in Petty Cash Custodi an/Alternate
forms (Establishment, decrease, close, increase,
change in custodian/alternate).

b) Cash Count Sheets.

c) Petty Cash Overage/ Shortage Reports.

d) D sbursenent and Repl eni shnent docunents.

i) Petty Cash Repl enishnment forns (FM S-8).
ii1) Petty Cash D sbursenments fornms (FM S-8A).

iii) Authorization forms for petty cash
di sbursenents.

iv) Item zed receipts.

v) Certification of satisfactory receipt of goods
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and servi ces.

e) Oher supporting docunent ati on as deened
appropriate (UH Treasury deposit slips, |ogs,
menor anda, wor ksheets, etc.).

These docunents are to be maintained in office files
and nmade avail able for review upon request. Copies are
to be nmaintained when originals are required to be
submtted to other offices (e.g. FMS-8, item zed
receipts, etc.).

Canmpus/ departnent units nust ensure the accuracy and
propriety of petty cash fund di sbursenments because they
are di rect paynent s initiated at t he
canpus/ departnental |evel. Canmpus/ departnment units
must carefully guard against duplicate paynents,
erroneous paynents, restricted di sbursenents, etc.

Security/lnternal Controls

1)

2)

3)

4)

The petty cash fund and repl eni shnent or advance checks
not yet cashed nmust be kept in a | ocked netal box, in
a location not readily susceptible to theft. (A safe
is preferred but a locked file cabinet is mnimally
accept abl e). Only the custodian or (in his/her
absence) the alternate should have access to the fund
since they are the only ones authorized to disburse
petty cash

For purposes of internal control and safeguarding of
funds, the duties of +the petty cash custodian/
alternate and the approving authority shall be strictly
segregated (i.e. The approving authority nay not have
custody or nmake disbursenents of petty cash, and
custodi ans/al ternates may not authorize purchases and
paynents).

Nei ther the Fiscal Oficer nor the Canpus/Depart ment
Head may be the custodian or the alternate. Wher e
staff limtations make this separation of duties
i npossi bl e, arrangenents should be nade w th another
Uni versity organi zation to provide for it. Designating
a Fiscal Oficer as a custodian will be considered as
a last resort neasure, and allowed only if the Fiscal
O ficer does not authorize purchases and paynents.

The Fiscal Oficer nust conduct unannounced cash counts
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and conduct reviews of procedures and records to ensure
proper adm ni stration of the fund. The cash counts and
reviews shoul d be conducted as frequently as necessary
but at |east once a year. (Refer to A8.819 - Cash
Counts of the Petty Cash Fund.)

The petty cash custodian or (in his/her absence) the
alternate is responsible for weekly cash counts;
however, daily cash counts are preferred. (Refer to
A8.819 - Cash Counts of the Petty Cash Fund.)

Restrictions

Petty cash di sbursenents nust be adm ni stered in accordance
with all applicable laws, State policies and procedures,
University policies and procedures. Petty cash funds are
subject to specific restrictions and are not to be used for
any of the follow ng purposes:

1)

2)

3)

4)

5)
6)

7)

8)
9)
10)

11)

Pi eceneal disbursenents (the splitting of a purchase or
a bill) to circunvent the $25.00 limtation.

Travel advances.

Qut-of -state travel expenditures. This includes car
rental s, passport fees, per diem conference fees, and
ot her travel incidentals.

Intra-state travel expenditures, if a travel advance
was processed.

M | eage rei nbursenents.

Loans of any type.

Purchase of itenms in violation of OPPRM A8. 225,
"Limtations in Purchasing”, covering itens not to be
pur chased and unaut hori zed purchases.

Services on a fee basis.

Personal Services (Mist process through Payroll).

Stipends (Student and Post-doctorate) and Proctor
Servi ces.

Schol arshi ps, Gants, Fellowships, Traineeships.
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15)
16)
17)
18)
19)

20)
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Honor ari a.

Purchase of surplus equipnent (fixed assets that are
under inventory).

Qut -service Training paynments (includes training fees,
per diem car rental, parking fees, etc.).

Rel ocati on al | owance rei nbursenents.

Wor ker' s Conpensation C ai mBenefit paynents.
Payments on contracts and agreenents.

Cashi ng of checks or warrants.

| ssuing of refund paynments (Al refund paynents are to
be issued through an AFP form or an inprest check).

| nterest on delinquent vendor paynments (Al interest on
del i nquent vendor paynents are to be issued through an
AFP form or an inprest check).



