	Lesson/Title of Unit
	PETTY CASH:  It’s Not So Petty!  By Toni Perdew, North Nodaway R-VI, Fall 2002.

	Objective of Lesson
	Petty cash journalizing is a difficult concept for students to learn and remember.  This activity is designed to so that students will practice multiple months of petty cash transactions, utilizing real-life scenarios, real-life money (almost!), forms, and timelines.  In this way, students should have a better understanding of cash control with petty cash.  In addition, students can practice proper methods of counting back change.

	Steps for Implementation
	Students must first learn about Petty Cash.  Accounting textbooks include this topic, or information can be found at http://www.allianceonline.org/faqs/fmfaq22.html. 
The teacher will determine the best way for his/her class to get exposure to the activity.  Possible solutions include assigning roles of the Accountant and a couple employees one day per week (such as Friday) to students and rotating students throughout that month, or spending one day with every students performing the transactions (this would be without money, and would just entail filling out the petty cash slips, checks, and journal).

The teacher will provide students with the play money and instructions for each month’s transactions when appropriate.   Teacher will determine how many slips/transactions occur each month.  The teacher may add to the transactions for more variety, and may exclude some of the given transactions that are not deemed appropriate.

Students will then play the role of the custodian in charge of the petty cash and/or employees who buy low-price items using petty cash funds.  Then, using the forms provided, the students will correctly manage the petty cash fund and the journalize the transactions for that fund.

	Materials Needed
	1. Materials from this handout.

2. Play money, such as that referenced with this activity (two of these items recommended, to allow for adequate coin).  To use Monopoly money, the teacher should alter this activity so that whole dollars are used, and no coins.

3. Petty cash slips and checks made from this handout, either as a pad glued together with padding compound or stapled in sets large enough to do a year’s transactions on.

4. The journal (a separate file from this handout) or a copy of a blank journal for each student.

5. A “box” or container for the petty cash and its related forms.

	Time Required
	This activity can be completed in one class period, with all students doing one month of transactions on a rotational basis, or may be stretched out to cover the entire year, with periodic review days scheduled to perform a month of petty cash transactions.

	Scoring Guide
	See end of this activity.

	Lesson
	Follows.

	Description and Key Words
	This review activity will reinforce the concept of petty cash using real-life transactions, forms, and time periods.  Accounting, petty cash.

	Accommodations
	Students may use calculators.  Students may be paired up to share responsibility, as “co-accountants.”


Teacher Materials

1. Handouts for Students, including scenarios for expenses (teacher should cut these apart and give them to the store’s “employees” to be presented to the accountant.  The day of the month is given, but not the month.  These scenarios can be mixed up and drawn over and over throughout the year so there will never be two months with the same petty cash transactions.  Petty cash slips, a checkbook log, and checks are also included in the handouts.

2. Money.  In the fall of 2002, a cash drawer was available from Wal-Mart in the toy depart for $1.96.  I have based this activity on the amount of coin and some of the dollars in two of these drawers, for $4.  

3. A petty cash box or drawer.

4. Blank journal (from your accounting materials or the Excel file with this activity)

5. Blank ledger cards (from your accounting materials or the Excel file with this activity)
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Each transaction is assumed to have been pre-authorized unless the teacher prefers otherwise, OR unless the transaction does not fit the criteria (in the Prompt) for a petty cash transaction.  Amounts include sales tax.  Students should use the blank checks (provided with this handout) and the journals when necessary.

Pictured is the money drawer that was available at Wal-Mart for $1.96 in the fall of 2002.

The next pages include the transactions for the activity.  These are the situations that the students playing the role of “employee” will explain to the accountant.  FOR THE PURPOSE OF THIS ACTIVITY, CONSIDER THESE “SCENARIOS” TO ALSO BE THE RECEIPT FOR THE ITEM(S) THEY BOUGHT.

NOTE:

The first transaction is only to be used the very first time a student is assigned the role of Accountant::

1st
Paid cash to establish the petty cash fund.  $200.  Check number 458.  

5th
Bought a book of stamps to mail out gift certificates that were ordered via the web site.  $7.40.  Consider this the receipt from the store so the employee can receive reimbursement.

7th
Bought stationery to use to print gift certificates from the local printer, custom designed to match RH Outfitters.  $18 for 30 sheets.  Consider this the receipt from the store so the employee can receive reimbursement.

10th
Got pop on sale from the grocery store for the upcoming Customer Appreciation Days.  $17.50.  Consider this the receipt from the store so the employee can receive reimbursement.

12th
The copier repair technician stopped in, and you needed to purchase a toner cartridge that costs $19.97 (tax included).   The secretary referred him to you (the accountant) for payment.  Consider this the receipt.

15th
Students from the local High School asked the store to buy an advertisement spot in the yearbook to help support publication of the yearbook.  You bought a $15 spot in the section for business card-sized ads.  Consider this the receipt from the kids.

16th
An office chair lost a castor (a wheel).  A hardware shop in the strip mall had one to match, so Mr. Hansen bought it and fixed the chair.  The castor cost $7.50, tax included.  Consider this the receipt from the store so the employee can receive reimbursement.

18th 
The correction tape in the typewriter ran out.  The office secretary bought a box of 4 correction tapes at Wal-Mart for $3.80, tax included.  Consider this the receipt from the store so the employee can receive reimbursement.

20th 
Robert Hansen bought lunch for 2 high school students who painted the front windows of the store for Homecoming Week.    $16.25.  Consider this the receipt from the kids for documentation.

24th
Assistant manager presented a receipt for gasoline expense for his/her attendance at a trade show for $45.50.  He/she paid for the gas for the trip with his/her own money, and requests reimbursement.  Consider this the receipt from the store so the employee can receive reimbursement.

26th
You bought Christmas lights to place inside a display for an outdoor-type decoration arrangement (a pickle jar lamp that sits on a pine bedstand) to accent it.  $2.25, including tax.  Consider this the receipt from the store so the employee can receive reimbursement.

27th 
Two CD’s of outdoor sounds for the store’s retail area were bought for $14.  Consider this the receipt from the store so the employee can receive reimbursement.

28th
An adding machine’s power cord has a short in it, and Mr. Hansen decided to buy a new one rather than getting that one fixed.  $16.05.  Consider this the receipt from the store so the employee can receive reimbursement.

29th
Bought color ink for the Epson Stylus color printer for the manager’s office, $36. Consider this the receipt from the store so the employee can receive reimbursement.

30th
Bought black ink for the HP DeskJet in Mr. Hansen’s office.  $7.45.  Consider this the receipt from the store so the employee can receive reimbursement.

31st
Bought two canisters of air freshener for the bathroom’s automatic dispenser.  $11.87.  Consider this the receipt from the store so the employee can receive reimbursement.

2nd
Bought paper products for the store (toilet tissue, Kleenexes, and paper towels).  $16.25.  Consider this the receipt from the store so the employee can receive reimbursement.

3rd
One of the former retail employees discovered their reimbursement check for supplies from last month was not correctly written, and was $3 short.  Reimburse her for the $3 that was not correctly recorded for that expense.  

10th
Recharged the postage machine at the Post Office for this month’s bills.  $80.  Consider this the receipt from the store so the employee can receive reimbursement.

14th
Bought 2 books of stamps for miscellaneous mailing.  $14.80.  Consider this the receipt from the store so the employee can receive reimbursement.

17th
Owner, Robert Hansen, requested to withdraw $20 from the petty cash box for personal expenses.  
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	Petty Cash Slip        No. ___


Date: ______________________

Paid to:  ___________________

For:  ____________________________________

Account:  ________________________________

Account Number:  _______   Amount $________

Approval initials:  _________________________


	Petty Cash Slip        No. ___


Date: ______________________

Paid to:  ___________________

For:  ____________________________________

Account:  ________________________________

Account Number:  _______   Amount $________

Approval initials:  _________________________

	Petty Cash Slip        No. ___


Date: ______________________

Paid to:  ___________________

For:  ____________________________________

Account:  ________________________________

Account Number:  _______   Amount $________

Approval initials:  _________________________


	Petty Cash Slip        No. ___


Date: ______________________

Paid to:  ___________________

For:  ____________________________________

Account:  ________________________________

Account Number:  _______   Amount $________

Approval initials:  _________________________

	Petty Cash Slip        No. ___


Date: ______________________

Paid to:  ___________________

For:  ____________________________________

Account:  ________________________________

Account Number:  _______   Amount $________

Approval initials:  _________________________
	Petty Cash Slip        No. ___


Date: ______________________

Paid to:  ___________________

For:  ____________________________________

Account:  ________________________________

Account Number:  _______   Amount $________

Approval initials:  _________________________


	RH Outfitters

23 Right Mall Way

St. Joplino, MO  64489 
Date __________

573-566-6985

Pay to the order of: ________________________________________  $ ______________

Amount ___________________________________________________________Dollars

     Peoples Bank

    St. Joplino, MO
For __________________________        _______________________________________




	RH Outfitters

23 Right Mall Way

St. Joplino, MO  64489 
Date __________

573-566-6985

Pay to the order of: ________________________________________  $ ______________

Amount ___________________________________________________________Dollars

     Peoples Bank

    St. Joplino, MO
For __________________________        _______________________________________




	RH Outfitters

23 Right Mall Way

St. Joplino, MO  64489 
Date __________

573-566-6985

Pay to the order of: ________________________________________  $ ______________

Amount ___________________________________________________________Dollars

     Peoples Bank

    St. Joplino, MO
For __________________________        _______________________________________




CHECKBOOK LOG

	Check No.
	Date
	Pay to the order of
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Teachers:  You will also need the blank journal, located in a separate (Excel) document.

General Ledger
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	Date
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STUDENT PROMPT:  You are the accountant for a small business, RH Outfitters, that sells sporting goods and accessories in a strip mall in a city.  Most of your products are made elsewhere, but some of the employees do make some items on-site.  Including the management and the retail staff, RH Outfitters has 15 employees.

You and the other members of management have established a $200 petty cash fund for the business.  In order to utilize the fund, the expenditures must be $20 or under (anything over that requires a check to be drawn).  Expenditures must be authorized in order to be reimbursed.  

In your locked file cabinet, you keep a petty cash box with a total of $200 in cash and receipts.  On the last business day of the month, you will replenish the box by removing the receipts, journalizing the receipts, and reimbursing the box so that it has $200 in cash again.  Any cash short or over must immediately be reported to Robert Hansen, the owner of RH Outfitters.

You will be given a variety of transactions to handle with your petty cash box.  Your responsibility is to:

1. Correctly include or reject expenses that are presented to you.

2. Make correct change when expenses are approved.

3. Keep the Petty Cash box in a secure location to prevent theft.

4. Replenish Petty Cash at the end of the month, or when cash runs low.

5. Correctly journalize the transactions before the end of the month so expenses are recorded in the same period they were incurred.

6. Post those transactions from the journal to the appropriate ledger cards.

GOOD LUCK!

	Chart of Accounts

	ASSETS

110 Cash

120 Petty Cash

130 Prepaid Insurance

140 Supplies 

LIABILITIES

210 Accounts Payable—Bob’s Grocery

220  Accounts Payable—Wood Grain
	OWNER’S EQUITY

310 Robert Hansen, Capital

320 Robert Hansen, Drawing

330  Income Summary

REVENUES


410  Sales

EXPENSES

510 Advertising Expense

520 Insurance Expense

530 Miscellaneous Expense

540 Rent Expense

550 Supplies Expense

560  Utilities Expense


SCORING GUIDE

Month:  _______________

10   0
Accountant correctly entered the transaction in the journal to establish the Petty Cash Fund (month 1 only).

10   0
Accountant completed Petty Cash Slips for each transaction this month/fiscal period correctly.

10   0
Accountant correctly rejected any transactions that are too large or do not fit with company policy (those transactions would require reimbursement with a check, if they were appropriate for business expense).  This is a “gimme”…if there was no such inappropriate transaction this fiscal period, Accountant gets 10 pts anyway.

10   0
Accountant gave correct change, and Petty Cash Box has exactly $200 in cash/receipts at all times checked.

10   0
Accountant’s Petty Cash ledger card continues to have a balance of $200 in it after multiple periods.

10   0
Accountant correctly journalized each transaction as evidenced by the Petty Cash Slips.

10   0
Accountant correctly opened ledger cards and posted from the journal.


