
The Value of Revamping Your 
Chart of Accounts



The CFO Suite has 
supported a wide 

range of 
organizations 

through their COA 
redesign

All businesses are likely 
to benefit from a well-

designed chart of 
accounts despite the 

potential time-
consuming nature of 

building or redesigning 
the COA.  The payoff is 

efficiency and the 
foundation needed for a 
successful accounting 
and financial analysis 

function.

Though it may not be where most people start, the Chart of 
Accounts is a necessary stop on your path to financial efficiency. 
In order to introduce new software, merge business units or even 
implement new processes, you have to ensure the foundation 
can support the change. 

And that’s just what a Chart of Accounts (COA) is – the 
foundation for your General Ledger and really, the foundation of 
your financial reporting.  When you think of it like that, there’s 
obvious value in reevaluating and revamping it, right?

Do any of the following resonate for you, if so, maybe 
it’s time for you to re-evaluate your COA?

• Different COAs exist or may not be consistent or consistently 
used within business units or company subsidiaries, and with 
different reporting priorities

• The COA has not been kept up to date with changes in your 
business models or statutory / regulatory reporting 

• Your COA has a lack of flexibility or limited scalability to 
integrate growth or new business units driven through 
mergers and acquisitions

• There is no link between key performance indicators and the 
COA

• There is limited use of sub-ledger systems for low-level 
analysis

• The COA processes and policies are poorly defined
• It is not clear who owns the COA or has responsibility for 

maintaining it
• There is a lack of training on the COA or lack of management 

over COA changes



There’s a good chance the COA hasn’t been reviewed in years and therefore, may not be 
meeting your needs today.  If the above does resonate but you’re still not convinced about the 
benefits of revamping your COA, then consider the following.  
By doing so it:
1. Ensures your COA has grown with your organization
2. Establishes consistency and efficiency across departments and  business units
3. Reduces user error by eliminating confusion and promoting simplicity
4. Reduces reconciliation procedures
5. Identifies trends in a timelier manner, paving the way for more effective decision-making

Considerations before going through the redesign process:
Before you go ahead with the redesign phase consider the following:

Balance detail with efficiency
The prospect of gaining even more detailed information is 
enticing. Unfortunately, in a general ledger, a continuous drive 
for detail can reduce accounting efficiency to a crawl and in 
most cases, the extra detail doesn’t result in additional value.  
Instead, design your COA to operate at the intersection where
decision-making meets efficiency. If you don’t need the 
specific amount or category quickly and, on a routine 
(monthly) basis, combine it with another account.

Be consistent across the organization
For companies with subsidiaries or different locations, COA consistency can increase 
accounting efficiency among individual units. It can also enhance management reporting 
across the entire company.  Adopting a standard COA (with flexibility to slightly customize) 
can create an efficient company-wide accounting function. This standardization will ease the 
transition of future acquisitions and ensure they are measured accurately and consistently.

Connect the COA to your business model
As transactions are recorded, the COA should directly relate to your business model. If it’s not, 
you may find you’re separately tracking divisions, locations, or even cost centers within the 
accounting system. While your income statement may be wholly complete, determining 
product or location profitability will be an extremely manual process, which can put you at risk 
for inconsistent and even inaccurate analysis (not to mention overworked accounting and 
finance teams).

The CFO Suite can help you get through this time when you might 
need that additional capability or capacity for your team.



1. Develop guiding principles to inform the overall design of the chart of accounts:  Set 
high-level goals and objectives, and fundamental principles that must be met for the final 
structure to be successful. Make sure your COA will lead to financial reports with the 
information you want to see.

2. Create an inventory of the current systems that utilize or interface with your COA: Don’t 
skip steps here; it’s important to fully understand how each team utilizes the COA and how 
it is or is not meeting their needs.

3. Reevaluate your definition of gross margin, direct costs and indirect costs:  Not every 
company uses gross margin, but direct and indirect costs are reasonably universal. 
Everyone agrees that direct labor and direct materials are always direct costs. Beyond 
that, the definition is discretionary. 

Here’s a suggestion: Direct costs on your managerial financial statements should be the 
same as the costs you factor into quoting or pricing calculations. If you only consider direct 
labor and direct materials when bidding a job or setting prices, then those should be the 
only direct costs shown on your monthly financials. That way you can see at a glance if you 
are achieving the gross margin you’re targeting in your quotes.

4. Organize categories in a way that make sense – to everyone:  There isn’t one right way 
to slice data, but the COA must reflect what the end users of the financials want to see. It is 
important to find out from the management team how they want to treat expenses like 
meals or technology subscriptions. Do they want them embedded in the category they 
relate to (e.g., marketing or finance) or do they want to see them stand alone? In the end, 
the chart of accounts, the budget, and management preferences all must align in an 
effective accounting system.

5. Introduce account numbers, if you haven’t already:  Account numbers are like the bin 
numbers in a warehouse. Five-digit base account numbers work well, but four-digit 
numbers will work for a very simple setup. A best practice is to use the 10000s for asset 
accounts, 20000s for liabilities, 29000s for equity, 30000s for sales, 40000s-50000s for 
direct/indirect costs, 60000-70000s for operating/overhead expenses, and 80000-90000s 
for non-operations accounts such as interest and taxes. Thoughtfully spread out your 
account numbers to leave room for growth. Build a parent-child framework to allow for 
both summary and detailed reporting.

Steps to take when going through the redesign process:
Now that we paused to consider the redesign process lets walk through the suggested 
steps:

Through our consultative approach, founded upon years of practical experience in public 
accounting, industry and professional services, we are a unique firm dedicated to finding game 

changers to just get it done! We know what it takes to build the right team to support your 
organization through challenges and change.



6. Consider creating separate accounts for specific end-of-
month reporting:  This can be especially helpful for payroll, taxes 
and other expenses that bleed over from one month to another. 
Strong month-end financial reports are more accurate with 
large non-cash journal entries for items like these.

7. Make sure your COA maximizes the functionality of your 
accounting software:  Since financial reporting and the COA are 
so inextricably linked, you must also consider the financial 
reporting capability of the software in this process. For example, 
if the software does not allow you to rearrange the order of the 
accounts on the financial statements, it will be really critical how 
you order your COA.  COA functionality is probably the most 
important attribute of accounting software and financial 
reporting. Software with robust COA functionality can be 
manipulated to work for you for years to come. 

8. Develop and share a proof of concept with stakeholders:  
Discuss your initial proof of concept with a broad group of people 
across the company to collect feedback, include IT, Sales and 
other operational leaders who have P&L responsibilities. This 
exercise helps ensure that the new financial system addresses 
all stakeholders' needs.

9. Design a roll-out plan and implement a change 
management strategy:  Implementing a new chart of accounts 
requires buy-in and input from the full team. This input is 
paramount to ensuring the new COA addresses the broad needs 
of accounting and financial management. Develop a 
communication strategy to inform stakeholders and users of the 
changes and the benefits to encourage adoption and 
acceptance.

How The CFO Suite 
Can Help You!

A COA redesign itself can 
be an enormous burden 

on your operational, 
accounting, finance, and 

potentially IT 
infrastructure. Being 

prepared and following 
the steps outlined is a 

great start but having the 
help you need is essential. 

If your organization is 
considering redesigning 
its COA, or has already 
started on the redesign 

journey, and would like to 
discuss possible 

approaches, please 
contact us for more 

information.

Here's how we can help:
 Ensures your COA has grown with your organization

 Establishes consistency and efficiency across departments and business units

 Reduces user error by eliminating confusion and promoting simplicity

 Reduces reconciliation procedures

 Identifies trends in a timelier manner, paving the way for more effective 
decision-making



The CFO Suite is your trusted resource for interim, project and direct-hire 
game changers that maximize the capabilities and capacity of your 

accounting and finance department.  

Through our consultative approach, founded upon years of practical 
experience in public accounting, industry and professional services, we are 
a unique firm dedicated to finding game changers to just get it done! We 

know what it takes to build the right team to support your organization 
through challenges and change.

VISIT OUR WEBSITE OR CALL US TODAY!
800.CFO.3481

If you have any questions, please feel free to email us at  info@cfosuite.com

If you’re interested in learning more about 
The Value of Revamping Your Chart of Accounts

and how The CFO Suite can help you, reach out to:

Sabiha McConnell
Director of Advisory Services 

713-398-5664 
Sabiha.McConnell@CFOSuite.com


