CHAPTER 5

CasH CONTROL SYSTEMS

-




CHECKING ACCOUNTS

* Record deposits on check stub.
« Endorse check using multiple endorsement types.
* Prepare a check and check stub.



How BusINESSES USE CasH

X Money = cash
O Cash usually = a check payment

X Errors when handling cash:
O Easy to transfer from person to person
O Loss during transfer
O Recording errors



DEPOSITING CASH

X Check
O Orders a bank to pay cash from
an account
O Checking account - bank
account where cash comes out
when using a check

X Deposit slip - bank form to add
checks/money/coins to a bank
account

O Deposits Tl cash account



X Deposit slip

JAN 2 20-- D2000.00 HJS

T =
{ aradry £

Billings National Bank Date Vgl o --

-.-rU me r"lf-.r'y'

Billings, MT

Far deposit 1o the account of
DELGADO WEB SERVICES
25402 Rimrock Road
Billings, MT 58102-1820

k09292450818 7POBLEEE3ILBIG CUSTOMER HEL.EiPT




DeposiT RECORDED ON CHECK StuB

| 1. Write balance brought forward on stub.
[ WS > \\rite date of deposit on stub.

Cash receipts are journalized
when cash is received
so don’t journalize when
deposit them!

| Tom  Z0m|w)

1.09252 L5081 ?P0BLEBER3ILB3GN" CUSTOMER RECEIPT




ENDORSEMENTS

X Endorsement
O Signature or stamp on back of check
transferring ownership
O EXACTLY as name is written on check

O Types
| Blank (jUST a signo'rure) Restrictive Endorsement
@® ***CAUTIOUS - ANYONE can cash —
once back is signed! For deposit only to

| Speslal (’rranrs‘fer 'r(cj) son?ez)ne else) ;
® PC.JY. to the order of.. (new owner  CADOWED SERvicEs
@ Original owner signs at bottom
B Restrictive (specific instruction - ie. Mikae Delpats __
DO NOT WRITE, STAMP, OR SIGN BELOW THIS LINE

“SECURlTY FlRST BANK MOB“_E DEPOS'T RESERVED FOR FINANCIAL INSTITUTION USE
ONLY”)




COMPLETING A CHECK Stus

)

1

: DELGADO

i | WEB SERVICES

1
1 | 25402 Rimrock Road
: Billings, MT 59102-1820

1
: TO THE
%éogﬁ g;: Fastside Supplies

Checkstub IS a recorf

' each check written for

»cash payment transactions

WRITE TO WHOM THE CHECK IS TO BE PAID ON THE STUB.
RECORD THE PURPOSE OF THE CHECK ON THE STUB.

WRITE THE AMOUNT OF THE CHECK ON THE STUB.
CALCULATE THE NEW CHECKING ACCOUNT BALANCE AND RECORD THE NEW BALANCE.

CUEWN ~



COMPLETING A CHECK

DELGADO NO. 1
WEB SERVICES P _

25402 Rimrock Road

Billings, MT 59102-1820 - (]&WW‘ 2, 20 -
PAY TO THE , ’.
oroer of Lastsite Supplies s 165,00

AMOUNT DEPOSITED 00X
SUBTOTAL 2.000| 00 L’Q’(éf éwrft‘éa/ Shly~five d/ﬂ{ !} ’m

OTHER: Billings Natfional Bank

—— | y ’
SUBTOTAL | zo00lo0 | ! | For ‘f%&&’ Michael Debyade

AMOUNT THIS CHECK | reslg 12092924500 ?0BLEEEILBIST 004

BALANCE CARRIED FORWARD

DOLLARS

W/RITE THE DATE THE CHECK IS ISSUED.
WRITE TO WHOM THE CHECK IS TO BE PAID.

5
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9. WRITE THE AMOUNT IN FIGURES

0. WRITE THE AMOUNT IN WORDS. . NOTE _ THIS IS AMOUNT BANK WILL PAY IF
FIGURES AND WORDS DONT MATCH!

1. WRITE THE PURPOSE OF THE CHECK.
12. SIGN THE CHECK.



JOURNALIZING A VOIDED CHECK

X Postdated check
O check written for a future date

X Voided check
O Should be retained and journalized.
O “VOID” in the ACCOUNT TITLE
O ***REMEMBER - Check stub BEFORE check!



£ W0DdD -

JOURNALIZING A VOIDED CHECK

JOURNAL

DATE ACCOUNT TITLE El DEBIT | CREDIT |
|

T _« T
-H 7 H_iiiluilim
N L ]

RECORD THE DATE IN THE DATE COLUMN.

WRITE THE WORD VOID IN THE ACCOUNT TITLE COLUMN.
WRITE THE CHECK NUMBER IN THE Doc. NO. COLUMN.
PLACE A CHECK MARK IN THE POsT. REF. COLUMN.
PLACE A DASH IN BOTH THE DEBIT AND CREDIT COLUMNS.



5)
CHECK YOURSELF!

What are the three types of endorsements?
Blank, Special, Restrictive
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CHECK YOURSELF!

List steps to complete check stub

Write the amount of the check after the dollar sign at the top of the stub.
Write the date of the check on the Date line.

Write to whom the check is to be paid on the To line.

Record the purpose of the check on the For line.

Write the amount of the check after the words Amt. This Check.

Calculate the new checking account balance and record it in the amount
column on the last line of the stub.

N I N S
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CHECK YOURSELF!

List steps to complete a check

1. Write the date.

2. Write to whom the check is to be paid following the words Pay to the order of.
3. Write the amount in figures following the dollar sign.
4

Write the amount in words and draw a line through the unused space up to
the word Dollars.

o

Write the purpose of the check on the line labeled For.
6. Sign the check.

14
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BANK RECONCILIATION

« Complete bank statement reconciliation.
« Create memo and journalize bank service charge.

15



BANK STATEMENT

Billir 10S [ .Ii,i'l_l onal Bank x Bonk statement

O Report of all deposits, withdrawals,
and balances to bank accounts.

X Canceled check
O Check that has been cashed

X Service charge
O Fee bank charges to manage
account
O Automatically withdrawn monthly
O Create memo and journalize when
receive bank statement

X Statement and last check stub not
balances?
O Service charge not recorded
O Outstanding checks or deposits
B Not yet cashed or put into bank
(not shown on bank statement)




BANK RECONCILIATION

CHECK StuB BALANCE

RECONCILIATION OF BANK STATEMENT

BANK
STATEMENT

SERME : | BALANCE
CHARG Balance on Check Stub No. '!_ A 5'_ i Balance on Bank Statement « « « « « s s v v o o] o0
DE_J_')!__JCT BANK F!FARGF_S [ 1] ADD OUT‘STANDIN" DFF'DQL ':; .
Description . Amount ( Date Amount

Sonice (hurge s 25w ey s 35|00 OUTSTANDING

DepPosITS

Tatal bank chargesp L SUBTOTAL

SUBTOTAL

Ck.
Amount

OUTSTANDING
CHECKS

Total outstanding checks } 7380, 00

Total outstanding deposits ’ ‘

Adjusted Check Stub Balante « « = « « + « = » i 7 Adjusted Bank Balance « « « s« s s s s s AD:YUSTED

~ —v —J BANK BALANC

ApJusTED CHECK STtuB BALANCE CoMPARE ADJUSTED BALANCES




RECORDING BANK SERVICE CHARGE ON CHECK StuB

BALANCE BROUGHT FORWARD | 2,622

AMOUNT DEPOSITED ]

SUBTOTAL 2622

OTHER: .
Servive C%aﬁg-ﬁ- 25,00

SUBTOTAL
AMOUNT THIS CHECK

1. WRITE SERVICE CHARGE ON THE CHECK STUB UNDER THE HEADING OTHER.

N

W/RITE THE AMOUNT OF THE SERVICE CHARGE IN THE AMOUNT COLUMN.

3. CALCULATE AND RECORD THE NEW SUBTOTAL ON THE SUBTOTAL
LINE.



JourNALIZING BANK SERVICE CHARGE

JANUARY 31. RECEIVED BANK STATEMENT MISCELLANEOUS EXPENSE
SHOWING JANUARY BANK SERVICE CHARGE, 4 2500]
$25.00. MEMORANDUM No. 3. e

- DATE - DeBIT - SOURCE DOCUMENT | ‘ 25.00

| & ACCOUNT S E‘ﬂ| e | =

l
- CREDIT

1.  WRITE THE DATE IN THE DATE COLUMN.

2. WRITE THE TITLE OF THE ACCOUNT TO BE DEBITED IN THE ACCOUNT TITLE COLUMN. RECORD THE
AMOUNT DEBITED IN THE DEBIT COLUMN.

3. ON THE NEXT LINE, INDENTED, WRITE THE TITLE OF THE AMOUNT CREDITED IN THE ACCOUNT
TITLE COLUMN. WRITE THE CREDIT AMOUNT IN THE CREDIT COLUMN.

4, WRITE THE SOURCE DOCUMENT NUMBER IN THE DOC. NO. COLUMN.



CHECK YOURSELF!

List 4 reasons why depositor’s record and bank’s record may differ?

1. A service charge may not have been recorded in the depositor’s business
records.

2. Outstanding deposits may be recorded in the depositor’s records but not
on a bank statement.

3. Outstanding checks may be recorded in the depositor’s records but not on
a bank statement.

4. A depositor may have made a math or recording error.

If a check mark is placed on the check stub of each canceled check, what
does a check stub with no check mark indicate?

Outstanding check

20
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DISHONORED CHECKS &
ELECTRONIC BANKING

« Complete recordkeeping for a dishonored check.
e Journalize an electronic funds transfer.
 Journalize a debit card transaction.



DISHONORED CHECKS

X Dishonored check

O Check bank refuses to cash

O Reasons?
B Non-sufficient funds (NSF) check

@ Not enough money in account to cash

B Check altered
B Signatures don't match
B Amount and words don’t agree
B Post-dated
B Stop-payment



DISHONORED CHECKS

X Dishonored check
O Becomes an expense to the business
O Bank charges a fee for handling
O Cash is recorded when check is received, a cash
payment transaction must be journalized when a
check is dishonored
B Transaction is check amount plus fee



RECORDING DiISHONORED CHECK ON CHECK StuB

SUBTOTAL

OTHER: ;
Dichonored Check

SUBTOTAL
AMOUNT THIS CHECK
BALANCE CARRIED FORWARD

1. WRITE DISHONORED CHECK UNDER THE HEADING OTHER.

2. WRITE THE TOTAL OF THE DISHONORED CHECK IN THE AMOUNT COLUMN.
THIS IS THE AMOUNT OF THE DISHONORED CHECK PLUS THE SERVICE FEE.

3. CALCULATE AND RECORD THE NEW SUBTOTAL.



JOURNALIZING DISHONORED CHECK ON CHECK StuB

Accts. REC.—VALLEY LANDSCAPINE

- 225.00|

AucusT 29. RECEIVED NOTICE FROM THE BANK OF A DISHONORED CHECK

FROM VALLEY LANDSCAPING, $185.00, pLus $H40.00 FEE; TOTAL,
$225.00. MEMORANDUM No. 52.

- DaTE - DeBIT . SOURCE DOCUMENT

- CREDIT

2. WRITE THE TITLE OF THE ACCOUNT TO BE DEBITED IN THE ACCOUNT TITLE COLUMN. RECORD THE
AMOUNT DEBITED IN THE DEBIT COLUMN.

1. WRITE THE DATE IN THE DATE COLUMN.

3. ON THE NEXT LINE, INDENTED, WRITE THE TITLE OF THE AMOUNT CREDITED IN THE ACCOUNT
TITLE COLUMN. WRITE THE CREDIT AMOUNT IN THE CREDIT COLUMN.

4. WRITE THE SOURCE DOCUMENT NUMBER IN THE Doc. NO. COLUMN.



JOURNALIZING AN ELECTRONIC FUNDS TRANSFER (EFT)

X Electronic Funds Transfer (EFT)
O Computerized (digital - no paper) cash payment
OMany businesses use to pay vendors
O Source doc = memo
OCash payment
OWrite on check stub as “Other”



JOURNALIZING AN ELECTRONIC FUNDS TRANSFER (EFT)

AccTts. PAY.—MURNIAK ENTERPRISES
JUNE 5. PAID CASH ON ACCOUNT TO i BBOOUO (0 S0 EalA]

MURNIAK ENTERPRISES, $380.00, usING
EFT. MEMORANDUM NO. 18. & su

380.00

DaTE DesIT SOuURCE DOCUMENT

- CREDIT
1. WRITE THE DATE IN THE DATE COLUMN.

2. WRITE THE TITLE OF THE ACCOUNT TO BE DEBITED IN THE ACCOUNT TITLE COLUMN. RECORD THE
AMOUNT DEBITED IN THE DEBIT COLUMN.

3. ON THE NEXT LINE, INDENTED, WRITE THE TITLE OF THE AMOUNT CREDITED IN THE ACCOUNT
TITLE COLUMN. WRITE THE CREDIT AMOUNT IN THE CREDIT COLUMN.

4. WRITE THE SOURCE DOCUMENT NUMBER IN THE Doc. NO. COLUMN.



JourNaLizING A DesiT CARD TRANSACTION

X Debit Card
OBank card that pulls money directly from an account
O Source doc - Memo
ORecord as “other” on check stub

X Debit vs Credit
OCredit is borrowing money you DO NOT already have
B usually pay back with interest



JourNaLIizING A DeBiT CARD TRANSACTION

SUPPLIES

JUNE 8. PURCHASED SUPPLIES, $75.00, usING
DEBIT CARD. MEMORANDUM NO. 21.

f 75.00

DaTE DeBiT SOURCE DOCUMENT

. 7
CREDIT
1. WRITE THE DATE IN THE DATE COLUMN. -
2. WRITE THE TITLE OF THE ACCOUNT TO BE DEBITED IN THE ACCOUNT TITLE COLUMN. RECORD THE
AMOUNT DEBITED IN THE DEBIT COLUMN.
3. ON THE NEXT LINE, INDENTED, WRITE THE TITLE OF THE AMOUNT CREDITED IN THE ACCOUNT
TITLE COLUMN. WRITE THE CREDIT AMOUNT IN THE CREDIT COLUMN.

Y. WRITE THE SOURCE DOCUMENT NUMBER IN THE Doc. NO. COLUMN.



CHECK YOURSELF!

List six reasons why a bank may dishonor a check.?
1. The check appears to be altered.

2. The signature on the check does not match the signature on the
signature card.

3. The amounts written in figures and in words do not agree.
4. The check is postdated.
S. The person who wrote the check has stopped payment on it.

6. The account of the person who wrote the check has insufficient funds to
pay the check.

30



CHECK YOURSELF!

Which account is credited when electronic funds transfer
is used to pay cash on account?

Cash

Which account is credited when a debit card is used to
purchase supplies?

Cash

31
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PETTY CASH

« Establish a petty cash fund.
* Prepare a petty cash report.
* Replenish a petty cash fun.

32



JourNaLizING A DeBiIT CARD TRANSACTION

X Petty cash
O Small amount of cash kept on hand to make small

payments (postage, etc.)
OAsset

Petty Cash

Debit Credit
NORMAL BALANCE

Credit

Debit Decreases
Increases




EstABLISHING A PETTY CASH FUND PETTY CASH

JUNE 8. JANUARY 19. PAID CASH TO ESTABLISH

A PETTY cAsH FUND, $100.00. CHeck No. 8.

- SOURCE DOCUMENT

- DaTE v DEBIT

. WRITE THE DATE IN THE DATE COLUMN.

2. V/RITE THE TITLE OF THE ACCOUNT TO BE DEBITED IN THE ACCOUNT TITLE COLUMN.
RECORD THE AMOUNT DEBITED IN THE DEBIT COLUMN.

3. ON THE NEXT LINE, INDENTED, WRITE THE TITLE OF THE AMOUNT CREDITED IN THE

AcCCOUNT TITLE COLUMN. WRITE THE CREDIT AMOUNT IN THE CREDIT COLUMN.

Y, WRITE THE SOURCE DOCUMENT NUMBER IN THE DoOc. NO. COLUMN.



MAKING PAYMENTS USING PETTY CASH

X Petty cash slip
OForm completed when using cash from petty cash
1{V]ale!
OStay in petty cash box until fund is replenished
ONo journal entries
VOMIREGCIERIS i =~ PETTY CASHSLIP  No.1
Date: Janaary 19, 20--

Paidto: Dépate

For: _r_%_«fazgw_ﬂed’— §_74.00

Approved: Michael Delpade




PeETTY CASH REPORT

X Replenish petty cash
OPutting more cash in from cash account
O Journalize petty cash slip (expenses)
B **NEEDS TO BE DONE MONTHLY so expenses are
recorded in correct period
OPetty Cash Report - Proof of fund
OCash short/Over - cash may not match amount
listed on slips (may be short OR over)
Bl Cash short - Less money in cash box than what
should be left after slips are counted.
Bl Cash over - More money in cash box what
should be left after slips are counted.



PETTY CASH REPORT

X Account title—Cash Short and Over
O Debited when cash is short
O Credited when cash is over

X Account balance
O Either a debit or credit Cash Short and Over
O Usually a debit

O Petty cash fund more likely to be short than over Debit

NORMAL BALANCE

Cash
Short




- DATE AaND CustobDiAN NAME

PETTY CASH REPORT

REMEMBER - :
PETTY CASH account i

GER

NEVER used when .

replenishing! s

SUBTRACT THE ACTUAL CASH ON
ActuaL CASH ON -HAND FROM THE RECORDED
HAND AMOUNT ON HAND.




REPLENISHING PETTY CASH
JANUARY 31. PAID CASH TO REPLENISH THE PETTY CASH FUND, $35.00: MisceLLANEOUS ExPENSE, $20.00;

ADVERTISING, $14.00, CasH SHORT AND OVER, $1.00. CHECcK No. 11.

PETTY CASH REPORT MISCELLANEQUS EXPENSE

ana 20 ] Custodian: - f 20.00
Replenish
Explanation Reconciliation Amount ADVERTISING EXPENSE
Fund Total f 1L+OO
Payments: :
. CasH SHORT AND OVER
3 100
Less: 00
Equals: de
Less: Actual amount on hand CasH
Equals: Cash short (over) |‘ 35 OO

Amount to Replenish

CasH SHORT (A DEeBIT)
OR CaAsH OVER (A CREDIT)

iSing E_\‘pe-nse

D Akt | dlool/ N [ ] |-
_Cash Short and Over _I-llml-MII :
Casl L
—Cooi B EERENENEETE @ S nc: Document




CHECK YOURSELF!

Why do businesses use petty cash funds?

For making small cash payments for which writing a check is not time- or
cost-effective

Why is Cash rather than Petty Cash credited when a petty cash fund is
replenished?

The check issued to replenish petty cash is a credit to Cash and does not
affect Petty Cash.

40



