Imprest Balance Account (Petty Cash)

Definition – An imprest checking account is an account set up to cover insignificant transactions/expenditures, such as the purchase of one stamp or one package of pens, which cannot be made efficiently by the central accounting system.  Imprest accounts derive their name from the fact that the account balance is maintained at a fixed level by regular reimbursement for the exact amount of the receipts returned/balance used.

Okay, now the practical explanation – The theory behind an imprest balance account is that at any time, you will have an amount recorded on your books that equals the total of cash on hand plus receipts for disbursements you have made.  An imprest balance account has such minor dollar amounts in it that typically the accounting is put on hold until you reimburse the account (i.e. you do not record expense until you pay back petty cash).  

Here’s an example – To begin with, determine that you need say $25.00 to cover minor expenses in your petty cash account.  You write a check from your main checking account to the petty cash account for $25.00 and record this in QuickBooks as an asset in the account named Petty Cash.  

Then one day, you need to purchase one stamp for $0.37.  So you take $0.37 from the petty cash box and purchase the stamp.  You then put the receipt for the stamp in the petty cash box.  Currently, your cash of $24.63 plus your receipt for $0.37 add together to equal $25.00 (which agrees to the amount you have on your books).  

Later, you purchase a carton of cokes for your District Council meeting that costs $6.99.  You take the money from the petty cash box, purchase the cokes, and return the receipt to the box.  Again, your total of cash and receipts equals the balance on the books.

You then decide that you need to reimburse Petty Cash for the two expenditures that you had ($0.37 stamp and $6.99 carton of cokes).  So you write a check from the general checking account to the petty cash account for $7.36.  When you do this, you write the check for $7.36 and you classify the two expenses in QuickBooks accordingly by selecting the postage expense and the other expense accounts (do this using a split account transaction coding).  You also remove those two receipts from the petty cash box and attach or file those receipts with the $7.36 check written from the general checking account.  

Notice that you have made no entry to petty cash but rather kept the balance the same on your books throughout the process and captured the expense when you reimburse petty cash.  

Conclusion – This is how an imprest balance account works.  The drawback is that if your district council requires you to report on the expenses that run through petty cash, you will not be able to use this approach.  You cannot use this approach because you will not be able to specifically identify which items are petty cash expenses versus other cash items.  Instead, you should treat Petty Cash like any other checking account and record the transactions just as you would in the regular checking account.  

