ATTACHMENT 6





Determining the Value of Expenditures/Petty Cash Reimbursement





Most Petty Cash funds are operated ‘out of pocket’ (i.e. Money is obtained from Banking and Trust prior to departure and is exchanged for the appropriate currency as needed to cover expenses.)  Under these circumstances, the ‘cost’ of expenditures incurred abroad is best determined using the FIFO (First In First Out) method of valuation.  Attachment 2 and 3 illustrate this method.  





Each time US dollars are exchanged for foreign currency, a fund is established from which expenditures are paid.  Expenditures are charged (using the rate in effect at the time of the conversion) until all funds from that conversion are used up.  Even if another exchange is made in anticipation  of future expenses, a new rate is not used until those from the first have been exhausted.  This may mean that some expenditures will be split between conversion rates.  Be sure to include any exchange charges as an expenditure.





Any funds which remain unspent at the conclusion of the program should be expended within 18 months after the beginning of the program.  Funds which are carried forward are valued at the same rate and are applied to the initial expenditures incurred in the new program.  A new rate takes effect only after all of the funds brought forward have been used, regardless of when another exchange is made.





Accounting for expenditures in this manner should facilitate the reconciliation of the Petty Cash fund.





          Cash on Hand at the beginning of the program


     +      Increases to Petty Cash (from Banking & Trust)


Expenditures


Cash on Hand at the conclusion of the program.





For those petty cash funds which operate using foreign checking accounts, the process is only slightly different.  Disbursements made by check are still charged on a FIFO basis.  The conversion rate applied to a given deposit is used until all of those funds have been expended (based on the order in which the checks clear the bank) at which point the new conversion rate on the next deposit is used until it has been expended and so on.  Again this may require splitting charges between rates.





Even those funds which have checking accounts will undoubtedly require some pocket money to cover incidental expenses.  Such cash expenditures (which are generally covered by a check written for cash) are valued according to the weighted average conversion rate for the funds available during the period.  This rate may also have to be used to determine the value of other funds which may not be associated with a deposit or exchange transaction (e.g. interest earned, direct deposits of foreign currency, etc.).











                                                


