Click to prove
you're human



https://banugurujobus.tugoduzak.com/884352202359083198616369162604721009110484?zepurixixirezetugupomomipipejokanulamijebipekuxoxamimitepifaletafujatenedatixeponalijuz=jaxukirijajebosibozajidunazovesivunuzusebibosunezikowupawirebupazirisevakexebubulagepiriwedimitagidawowolonigudatopufinuniwafisejovumikokelevitedenamilufixunulovogesajawirejimexigowogegorisapadakodajosasexeb&utm_kwd=chart+of+accounts+list&nikojudodekivodobironukapitazusexaredazosa=bogefivukuvenakawupipidasuniveguwigewurorazutafaxizoxunoxonojunoludaxuposufenivupamupitatexukivenobof































Course Outline Join PRO In-Depth Explanation withReal-World Examples A chart of accounts is a listing of the names of the accounts that a company has identified and made available for recording transactions in its general ledger. A company has the flexibility to tailor its chart of accounts to best suit its needs, including adding accounts as needed.
Within the chart of accounts you will find that the accounts are typically listed in the following order: Within the categories of operating revenues and operating expenses, accounts might be further organized by business function (such as producing, selling, administrative, financing) and/or by company divisions, product lines, etc. A company’s
organization chart can serve as the outline for its accounting chart of accounts. For example, if a company divides its business into ten departments (production, marketing, human resources, etc.), each department will likely be accountable for its own expenses (salaries, supplies, phone, etc.). Each department will have its own phone expense
account, its own salaries expense, etc. A chart of accounts will likely be as large and as complex as the company itself. An international corporation with several divisions may need thousands of accounts, whereas a small local retailer may need as few as one hundred accounts. Each account in the chart of accounts is typically assigned a name and a
unique number by which it can be identified. (Software for some small businesses may not require account numbers.) Account numbers are often five or more digits in length with each digit representing a division of the company, the department, the type of account, etc. As you will see, the first digit might signify if the account is an asset, liability,
etc. For example, if the first digit is a “1” it is an asset. If the first digit is a “5” it is an operating expense. A gap between account numbers allows for adding accounts in the future. The following is a partial listing of a sample chart of accounts. Current Assets (account numbers 10000 - 16999) 10100 Cash - Regular Checking 10200 Cash - Payroll
Checking 10600 Petty Cash Fund 12100 Accounts Receivable 12500 Allowance for Doubtful Accounts 13100 Inventory 14100 Supplies 15300 Prepaid Insurance Property, Plant, and Equipment (account numbers 17000 - 18999) 17000 Land 17100 Buildings 17300 Equipment 17800 Vehicles 18100 Accumulated Depreciation - Buildings 18300
Accumulated Depreciation - Equipment 18800 Accumulated Depreciation - Vehicles Current Liabilities (account numbers 20000 - 24999) 20100 Notes Payable - Credit Line #1 20200 Notes Payable - Credit Line #2 21000 Accounts Payable 22100 Wages Payable 23100 Interest Payable 24500 Unearned Revenues Long-term Liabilities (account
numbers 25000 - 26999) 25100 Mortgage Loan Payable 25600 Bonds Payable 25650 Discount on Bonds Payable Stockholders’ Equity (account numbers 27000 - 29999) 27100 Common Stock, No Par 27500 Retained Earnings 29500 Treasury Stock Operating Revenues (account numbers 30000 - 39999) 31010 Sales - Division #1, Product Line 010
31022 Sales - Division #1, Product Line 022 32015 Sales - Division #2, Product Line 015 33110 Sales - Division #3, Product Line 110 Cost of Goods Sold (account numbers 40000 - 49999) 41010 COGS - Division #1, Product Line 010 41022 COGS - Division #1, Product Line 022 42015 COGS - Division #2, Product Line 015 43110 COGS - Division
#3, Product Line 110 Marketing Expenses (account numbers 50000 - 50999) 50100 Marketing Dept. Salaries 50150 Marketing Dept. Payroll Taxes 50200 Marketing Dept. Supplies 50600 Marketing Dept. Telephone Payroll Dept. Expenses (account numbers 59000 - 59999) 59100 Payroll Dept. Salaries 59150 Payroll Dept. Payroll Taxes 59200 Payroll
Dept. Supplies 59600 Payroll Dept. Telephone Other (account numbers 90000 - 99999) 91800 Gain on Sale of Assets 96100 Loss on Sale of Assets This is a partial listing of another sample chart of accounts. Note that each account is assigned a three-digit number followed by the account name. The first digit of the number signifies if it is an asset,
liability, etc. For example, if the first digit is a “1” it is an asset, if the first digit is a “3” it is a revenue account, etc. The company decided to include a column to indicate whether a debit or credit will increase the amount in the account. This sample chart of accounts also includes a column containing a description of each account in order to assist in
the selection of the most appropriate account. Asset Accounts Liability Accounts Owner’s Equity Accounts Operating Revenue Accounts Operating Expense Accounts Non-Operating Revenues and Expenses, Gains, and Losses Accounting software frequently includes sample charts of accounts for various types of businesses. It is expected that a
company will expand and/or modify these sample charts of accounts so that the specific needs of the company are met. Once a business is up and running and transactions are routinely being recorded, the company may add more accounts or delete accounts that are never used. The chart of accounts lists the accounts that are available for recording
transactions. In keeping with the double-entry system of accounting, a minimum of two accounts is needed for every transaction—at least one account is debited and at least one account is credited. When a transaction is entered into a company’s accounting software, it is common for the software to prompt for only one account name—this is because
the software is programmed to automatically assign one of the accounts. For example, when using accounting software to write a check, the software automatically reduces the asset account Cash and prompts you to designate the other account(s) such as Rent Expense, Advertising Expense, etc. Some general rules about debiting and crediting the
accounts are: Expense accounts are debited and have debit balances Revenue accounts are credited and have credit balances Asset accounts normally have debit balances To increase an asset account, debit the account To decrease an asset account, credit the account Liability accounts normally have credit balances To increase a liability account,
credit the account To decrease a liability account, debit the account Note: To learn more about debits and credits, visit our Explanation and Quiz for this topic. To learn more about the role of bookkeepers and accountants, visit our Accounting Careers page. Where to Go From Here We recommend taking our Practice Quiz next, and then continuing
with the rest of our Chart of Accounts materials (see the full outline below). We also recommend joining PRO Plus to unlock our premium materials (certificates of achievement, video training, flashcards, visual tutorials, quick tests, quick tests with coaching, cheat sheets, guides, business forms, printable PDF files, progress tracking, badges, points,
medal rankings, activity streaks, public profile pages, and more). Disclaimer You should consider our materials to be an introduction to selected accounting and bookkeeping topics (with complexities likely omitted). We focus on financial statement reporting and do not discuss how that differs from income tax reporting. Therefore, you should always
consult with accounting and tax professionals for assistance with your specific circumstances. A record in the general ledger that is used to collect and store similar information. For example, a company will have a Cash account in which every transaction involving cash is recorded. A company selling merchandise on credit will record these sales in a
Sales account and in an Accounts Receivable account. That part of the accounting system which contains the balance sheet and income statement accounts used for recording transactions. Operating expenses are the costs of a company’s main operations that have been used up during the period indicated on the income statement. For example, a
retailer’s operating expenses consist of its cost of goods sold and its selling, general and administrative expenses (SG&A). A diagram depicting a company’s hierarchy or chain of command, its business segments, functions, and departments. Costs that are matched with revenues on the income statement. For example, Cost of Goods Sold is an expense
caused by Sales. Insurance Expense, Wages Expense, Advertising Expense, Interest Expense are expenses matched with the period of time in the heading of the income statement. Under the accrual basis of accounting, the matching is NOT based on the date that the expenses are paid. Expenses associated with the main activity of the business are
referred to as operating expenses. Expenses associated with a peripheral activity are nonoperating expenses or other expenses. For example, a retailer’s interest expense is a nonoperating expense. A bank’s interest expense is an operating expense. Generally, expenses are debited to a specific expense account and the normal balance of an expense
account is a debit balance. When an expense account is debited, the account credited might be Cash (if cash was paid at the time of the expense), Accounts Payable (if cash will be paid after the expense is recorded), or Prepaid Expense (if cash was paid before the expense was recorded.) Things that are resources owned by a company and which have
future economic value that can be measured and can be expressed in dollars. Examples include cash, investments, accounts receivable, inventory, supplies, land, buildings, equipment, and vehicles. Assets are reported on the balance sheet usually at cost or lower. Assets are also part of the accounting equation: Assets = Liabilities + Owner’s
(Stockholders’) Equity. Some valuable items that cannot be measured and expressed in dollars include the company’s outstanding reputation, its customer base, the value of successful consumer brands, and its management team. As a result these items are not reported among the assets appearing on the balance sheet. Obligations of a company or
organization. Amounts owed to lenders and suppliers. Liabilities often have the word “payable” in the account title. Liabilities also include amounts received in advance for a future sale or for a future service to be performed. Cash and other resources that are expected to turn to cash or to be used up within one year of the balance sheet date. (If a
company’s operating cycle is longer than one year, an item is a current asset if it will turn to cash or be used up within the operating cycle.) Current assets are presented in the order of liquidity, i.e., cash, temporary investments, accounts receivable, inventory, supplies, prepaid insurance. A current asset account that represents an amount of cash for
making small disbursements for postage due, supplies, etc. A current asset resulting from selling goods or services on credit (on account). Invoice terms such as (a) net 30 days or (b) 2/10, n/30 signify that a sale was made on account and was not a cash sale. Allowance for Doubtful Accounts is a contra current asset account associated with Accounts
Receivable. When the credit balance of the Allowance for Doubtful Accounts is subtracted from the debit balance in Accounts Receivable the result is known as the net realizable value of the Accounts Receivable. The credit balance in this account comes from the entry wherein Bad Debts Expense is debited. The amount in this entry may be a
percentage of sales or it might be based on an aging analysis of the accounts receivables (also referred to as a percentage of receivables). When the allowance account is used, the company is anticipating that some accounts will be uncollectible in advance of knowing the specific account. As a result the bad debts expense is more closely matched to
the sale. When a specific account is identified as uncollectible, the Allowance for Doubtful Accounts should be debited and Accounts Receivable should be credited. A current asset whose ending balance should report the cost of a merchandiser’s products awaiting to be sold. The inventory of a manufacturer should report the cost of its raw materials,
work-in-process, and finished goods. The cost of inventory should include all costs necessary to acquire the items and to get them ready for sale. When inventory items are acquired or produced at varying costs, the company will need to make an assumption on how to flow the changing costs. See cost flow assumption. If the net realizable value of the
inventory is less than the actual cost of the inventory, it is often necessary to reduce the inventory amount. A current asset which indicates the cost of the insurance contract (premiums) that have been paid in advance. It represents the amount that has been paid but has not yet expired as of the balance sheet date. A related account is Insurance
Expense, which appears on the income statement. The amount in the Insurance Expense account should report the amount of insurance expense expiring during the period indicated in the heading of the income statement. Obligations due within one year of the balance sheet date. (If a company’s operating cycle is longer than one year, an item is a
current liability if it is due within the operating cycle.) Another condition is that the item will use cash or it will create another current liability. (This means that if a bond payable is due within one year of the balance sheet date, but the bond will be retired by a bond sinking fund (a long-term restricted asset) the bond will not be reported as a current
liability.) The amount of principal due on a formal written promise to pay. Loans from banks are included in this account. This current liability account will show the amount a company owes for items or services purchased on credit and for which there was not a promissory note. This account is often referred to as trade payables (as opposed to notes
payable, interest payable, etc.) A current liability account that reports the amounts owed to employees for hours worked but not yet paid as of the date of the balance sheet. This current liability account reports the amount of interest the company owes as of the date of the balance sheet. (Future interest is not recorded as a liability.) A loan having the
security of a lien on the borrower’s real estate. Generally a long term liability account containing the face amount, par amount, or maturity amount of the bonds issued by a company that are outstanding as of the balance sheet date. A contra liability account that reports the amount of unamortized discount associated with bonds that are outstanding.
The discount on bonds payable originates when bonds are issued for less than the bond’s face or maturity amount. The debit balance in this account will be amortized to bond interest expense over the life of the bonds and results in more interest expense than interest paid. The type of stock that is present at every corporation. (Some corporations
have preferred stock in addition to their common stock.) Shares of common stock provide evidence of ownership in a corporation. Holders of common stock elect the corporation’s directors and share in the distribution of profits of the company via dividends. If the corporation were to liquidate, the secured lenders would be paid first, followed by
unsecured lenders, preferred stockholders (if any), and lastly the common stockholders. Generally speaking, retained earnings is a stockholders’ equity account that reports the net income of a corporation from its inception until the balance sheet date less the dividends declared from its inception to the date of the balance sheet. A corporation’s own
stock that has been repurchased from stockholders. Also a stockholders’ equity account that usually reports the cost of the stock that has been repurchased. A revenue account that reports the sales of merchandise. Sales are reported in the accounting period in which title to the merchandise was transferred from the seller to the buyer. Cost of goods
sold is usually the largest expense on the income statement of a company selling products or goods. Cost of Goods Sold is a general ledger account under the perpetual inventory system. Under the periodic inventory system there will not be an account entitled Cost of Goods Sold. Instead, the cost of goods sold is computed as follows: cost of
beginning inventory + cost of goods purchased (net of any returns or allowances) + freight-in - cost of ending inventory. This account balance or this calculated amount will be matched with the sales amount on the income statement. The accounting term that means an entry will be made on the left side of an account. The 500 year-old accounting
system where every transaction is recorded into at least two accounts. To learn more, see Explanation of Debits and Credits. A current asset account which includes currency, coins, checking accounts, and undeposited checks received from customers. The amounts must be unrestricted. (Restricted cash should be recorded in a different account.)
Under the accrual basis of accounting, the account Rent Expense will report the cost of occupying space during the time interval indicated in the heading of the income statement, whether or not the rent was paid within that period. (Rent that has been paid in advance is shown on the balance sheet in the current asset account Prepaid Rent.)
Depending upon the use of the space, Rent Expense could appear on the income statement as part of administrative expenses or selling expenses. If the rented space was used to manufacture goods, the rent would be part of the cost of the products produced. Advertising Expense is the income statement account which reports the dollar amount of
ads run during the period shown in the income statement. Advertising Expense will be reported under selling expenses on the income statement. Lifetime Access (One-Time Fee) Bookkeeping Video Training Financial Statements Video Training Quick Tests with Coaching Certificate - Debits and Credits Certificate - Adjusting Entries Certificate -
Financial Statements Certificate - Balance Sheet Certificate - Income Statement Certificate - Cash Flow Statement Certificate - Working Capital Certificate - Financial Ratios Certificate - Bank Reconciliation Certificate - Accounts Receivable and Bad Debts Expense Certificate - Accounts Payable Certificate - Inventory and Cost of Goods Sold Certificate
- Depreciation Certificate - Payroll Accounting Custom Public Profile Page of Achievements Read 3,033 Testimonials The Chart of Accounts is one of those unknown parts of your accounting software we don’t even think about. What most entrepreneurs don’t realize is that the chart of accounts represents the foundation of your accounting process, if
you don’t set up the chart of accounts correctly, your bookkeeping and financial records will have major negative impacts. In this ultimate guide, not only do we explore examples of a common chart of accounts but also we discuss best practices on how to properly set up your chart of accounts. What is the Chart of Accounts? As we discussed in our
article: Bookkeeping Services for Small Business, the chart of accounts is a listing of all accounts tracked by your business in your accounting software general ledger. Why is The Chart of Accounts important? Think about the chart of accounts as the foundation of a building, in the chart of accounts you decide how your transactions are categorized
and reported in your financial statements. While the chart of accounts can be similar across businesses in similar industries, you should create a chart of accounts that is unique to your individual business. You should ask yourself, what do I want to track in my business and how do I want to organize this information? For example, we often suggest
our clients break down their sales by revenue stream rather than just lumping all sales in a Revenue category. By doing so, you can easily understand what products or services are generating the most revenue in your business. Be careful not to overly complicate your chart of accounts. If you create too many categories in your chart of account, you
can make your entire financial reports difficult to read and analyze. Therefore, you need to find the right balance between, creating a chart of accounts that organizes transactions in broad categories and provides the level of detail you need in order to make informed business decisions. Chart of Accounts examples: In virtually all accounting software,
chart of accounts are grouped in a specific numeric range that identifies the type of account and where is reported in the financial statements. Below is how Xero usually groups their chart of accounts, QuickBooks uses a similar methodology: Numeric Range Account Type Financial Report 100 - 199 Assets Balance Sheet 200 - 299 Liabilities Balance
Sheet 300 - 399 Equity Balance Sheet 400 - 499 Revenue Profit & Loss 500 - 599 Cost of Goods Sold Profit & Loss 600 - 699 Operating Expenses Profit & Loss 700 - 799 Taxes Paid Profit & Loss 800 - 899 Other Expenses Profit & Loss Below is an example of a typical chart of account: *Code *Name *Type 101 Checking Account Bank 102 Savings
Account Bank 120 Accounts Receivable Accounts Receivable 130 Prepayments Current Asset 140 Inventory Inventory 150 Office Equipment Fixed Asset 151 Less Accumulated Depreciation on Office Equipment Fixed Asset 160 Computer Equipment Fixed Asset 161 Less Accumulated Depreciation on Computer Equipment Fixed Asset 200 Accounts
Payable Accounts Payable 205 Accruals Current Liability 210 Unpaid Expense Claims Unpaid Expense Claims 215 Wages Payable Wages Payable 216 Wages Payable - Payroll Current Liability 220 Sales Tax Sales Tax 230 Employee Tax Payable Current Liability 231 Federal Tax withholding Current Liability 232 State Tax withholding Current Liability
233 Employee Benefits payable Current Liability 234 Employee Deductions payable Current Liability 235 PTO payable Current Liability 240 Income Tax Payable Current Liability 250 Suspense Current Liability 255 Historical Adjustment Historical Adjustment 260 Rounding Rounding 265 Tracking Transfers Tracking 290 Loan Non-current Liability
300 Owners Contribution Equity 310 Owners Draw Equity 320 Retained Earnings Retained Earnings 330 Common Stock Equity 400 Sales Revenue 460 Other Revenue Revenue 470 Interest Income Revenue 480 Refunds Revenue 500 Cost of Goods Sold Direct Costs 600 Advertising Expense 604 Bank Service Charges Expense 608 Janitorial Expenses
Expense 612 Consulting & Accounting Expense 620 Entertainment Expense 624 Postage & Delivery Expense 628 General Expenses Expense 632 Insurance Expense 640 Legal Expenses Expense 644 Utilities Expense 648 Automobile Expenses Expense 652 Office Expenses Expense 656 Printing & Stationery Expense 660 Rent Expense 664 Repairs
and Maintenance Expense 668 Wages and Salaries Expense 669 Wages & Salaries - California Expense 672 Payroll Tax Expense Expense 676 Dues & Subscriptions Expense 680 Telephone & Internet Expense 684 Travel Expense 690 Bad Debts Expense 700 Depreciation Expense 710 Income Tax Expense Expense 720 Federal Tax expense Expense
721 State Tax expense Expense 722 Employee Benefits expense Expense 723 PTO expense Expense 800 Interest Expense Expense 810 Bank Revaluations Bank Revaluations 815 Unrealized Currency Gains Unrealized Currency Gains 820 Realized Currency Gains Realized Currency Gains 835 Revenue Received in Advance Current Liability 855
Clearing Account Current Liability Chart of Accounts Contra Accounts: You will notice in the example above that account code 480 Refunds is listed as a revenue account, but you might ask yourself: isn’t refunds a reduction of sales? Yes, these are called contra accounts in accounting jargon. They are intended to be a direct reduction of specific
accounts like revenue, why? Because by being placed in the revenue category you will be able to see your overall revenue and your refunds all on the same section of the Profit & Loss Statement. The Chart of Accounts is one of those unknown parts of your accounting software we don’t even think about. What most entrepreneurs don’t realize is that
the chart of accounts represents the foundation of your accounting process, if you don’t set up the chart of accounts correctly, your bookkeeping and financial records will have major negative impacts. In this ultimate guide, not only do we explore examples of a common chart of accounts but also we discuss best practices on how to properly set up
your chart of accounts. What is the Chart of Accounts? As we discussed in our article: Bookkeeping Services for Small Business, the chart of accounts is a listing of all accounts tracked by your business in your accounting software general ledger. Why is The Chart of Accounts important? Think about the chart of accounts as the foundation of a
building, in the chart of accounts you decide how your transactions are categorized and reported in your financial statements. While the chart of accounts can be similar across businesses in similar industries, you should create a chart of accounts that is unique to your individual business. You should ask yourself, what do I want to track in my
business and how do I want to organize this information? For example, we often suggest our clients break down their sales by revenue stream rather than just lumping all sales in a Revenue category. By doing so, you can easily understand what products or services are generating the most revenue in your business. Be careful not to overly complicate
your chart of accounts. If you create too many categories in your chart of account, you can make your entire financial reports difficult to read and analyze. Therefore, you need to find the right balance between, creating a chart of accounts that organizes transactions in broad categories and provides the level of detail you need in order to make
informed business decisions. Chart of Accounts examples: In virtually all accounting software, chart of accounts are grouped in a specific numeric range that identifies the type of account and where is reported in the financial statements. Below is how Xero usually groups their chart of accounts, QuickBooks uses a similar methodology: Numeric
Range Account Type Financial Report 100 - 199 Assets Balance Sheet 200 - 299 Liabilities Balance Sheet 300 - 399 Equity Balance Sheet 400 - 499 Revenue Profit & Loss 500 - 599 Cost of Goods Sold Profit & Loss 600 - 699 Operating Expenses Profit & Loss 700 - 799 Taxes Paid Profit & Loss 800 - 899 Other Expenses Profit & Loss Below is an
example of a typical chart of account: *Code *Name *Type 101 Checking Account Bank 102 Savings Account Bank 120 Accounts Receivable Accounts Receivable 130 Prepayments Current Asset 140 Inventory Inventory 150 Office Equipment Fixed Asset 151 Less Accumulated Depreciation on Office Equipment Fixed Asset 160 Computer Equipment
Fixed Asset 161 Less Accumulated Depreciation on Computer Equipment Fixed Asset 200 Accounts Payable Accounts Payable 205 Accruals Current Liability 210 Unpaid Expense Claims Unpaid Expense Claims 215 Wages Payable Wages Payable 216 Wages Payable - Payroll Current Liability 220 Sales Tax Sales Tax 230 Employee Tax Payable
Current Liability 231 Federal Tax withholding Current Liability 232 State Tax withholding Current Liability 233 Employee Benefits payable Current Liability 234 Employee Deductions payable Current Liability 235 PTO payable Current Liability 240 Income Tax Payable Current Liability 250 Suspense Current Liability 255 Historical Adjustment
Historical Adjustment 260 Rounding Rounding 265 Tracking Transfers Tracking 290 Loan Non-current Liability 300 Owners Contribution Equity 310 Owners Draw Equity 320 Retained Earnings Retained Earnings 330 Common Stock Equity 400 Sales Revenue 460 Other Revenue Revenue 470 Interest Income Revenue 480 Refunds Revenue 500 Cost
of Goods Sold Direct Costs 600 Advertising Expense 604 Bank Service Charges Expense 608 Janitorial Expenses Expense 612 Consulting & Accounting Expense 620 Entertainment Expense 624 Postage & Delivery Expense 628 General Expenses Expense 632 Insurance Expense 640 Legal Expenses Expense 644 Utilities Expense 648 Automobile
Expenses Expense 652 Office Expenses Expense 656 Printing & Stationery Expense 660 Rent Expense 664 Repairs and Maintenance Expense 668 Wages and Salaries Expense 669 Wages & Salaries - California Expense 672 Payroll Tax Expense Expense 676 Dues & Subscriptions Expense 680 Telephone & Internet Expense 684 Travel Expense 690
Bad Debts Expense 700 Depreciation Expense 710 Income Tax Expense Expense 720 Federal Tax expense Expense 721 State Tax expense Expense 722 Employee Benefits expense Expense 723 PTO expense Expense 800 Interest Expense Expense 810 Bank Revaluations Bank Revaluations 815 Unrealized Currency Gains Unrealized Currency Gains
820 Realized Currency Gains Realized Currency Gains 835 Revenue Received in Advance Current Liability 855 Clearing Account Current Liability Chart of Accounts Contra Accounts: You will notice in the example above that account code 480 Refunds is listed as a revenue account, but you might ask yourself: isn’t refunds a reduction of sales? Yes,
these are called contra accounts in accounting jargon. They are intended to be a direct reduction of specific accounts like revenue, why? Because by being placed in the revenue category you will be able to see your overall revenue and your refunds all on the same section of the Profit & Loss Statement. Skip to content Home Financial Ratios
Accounting Invoicing Costing About The Chart of Accounts is one of those unknown parts of your accounting software we don’t even think about. What most entrepreneurs don’t realize is that the chart of accounts represents the foundation of your accounting process, if you don’t set up the chart of accounts correctly, your bookkeeping and financial
records will have major negative impacts. In this ultimate guide, not only do we explore examples of a common chart of accounts but also we discuss best practices on how to properly set up your chart of accounts. What is the Chart of Accounts? As we discussed in our article: Bookkeeping Services for Small Business, the chart of accounts is a listing
of all accounts tracked by your business in your accounting software general ledger. Why is The Chart of Accounts important? Think about the chart of accounts as the foundation of a building, in the chart of accounts you decide how your transactions are categorized and reported in your financial statements. While the chart of accounts can be similar
across businesses in similar industries, you should create a chart of accounts that is unique to your individual business. You should ask yourself, what do I want to track in my business and how do I want to organize this information? For example, we often suggest our clients break down their sales by revenue stream rather than just lumping all sales
in a Revenue category. By doing so, you can easily understand what products or services are generating the most revenue in your business. Be careful not to overly complicate your chart of accounts. If you create too many categories in your chart of account, you can make your entire financial reports difficult to read and analyze. Therefore, you need
to find the right balance between, creating a chart of accounts that organizes transactions in broad categories and provides the level of detail you need in order to make informed business decisions. Chart of Accounts examples: In virtually all accounting software, chart of accounts are grouped in a specific numeric range that identifies the type of
account and where is reported in the financial statements. Below is how Xero usually groups their chart of accounts, QuickBooks uses a similar methodology: Numeric Range Account Type Financial Report 100 - 199 Assets Balance Sheet 200 - 299 Liabilities Balance Sheet 300 - 399 Equity Balance Sheet 400 - 499 Revenue Profit & Loss 500 - 599
Cost of Goods Sold Profit & Loss 600 - 699 Operating Expenses Profit & Loss 700 - 799 Taxes Paid Profit & Loss 800 - 899 Other Expenses Profit & Loss Below is an example of a typical chart of account: *Code *Name *Type 101 Checking Account Bank 102 Savings Account Bank 120 Accounts Receivable Accounts Receivable 130 Prepayments
Current Asset 140 Inventory Inventory 150 Office Equipment Fixed Asset 151 Less Accumulated Depreciation on Office Equipment Fixed Asset 160 Computer Equipment Fixed Asset 161 Less Accumulated Depreciation on Computer Equipment Fixed Asset 200 Accounts Payable Accounts Payable 205 Accruals Current Liability 210 Unpaid Expense
Claims Unpaid Expense Claims 215 Wages Payable Wages Payable 216 Wages Payable - Payroll Current Liability 220 Sales Tax Sales Tax 230 Employee Tax Payable Current Liability 231 Federal Tax withholding Current Liability 232 State Tax withholding Current Liability 233 Employee Benefits payable Current Liability 234 Employee Deductions
payable Current Liability 235 PTO payable Current Liability 240 Income Tax Payable Current Liability 250 Suspense Current Liability 255 Historical Adjustment Historical Adjustment 260 Rounding Rounding 265 Tracking Transfers Tracking 290 Loan Non-current Liability 300 Owners Contribution Equity 310 Owners Draw Equity 320 Retained
Earnings Retained Earnings 330 Common Stock Equity 400 Sales Revenue 460 Other Revenue Revenue 470 Interest Income Revenue 480 Refunds Revenue 500 Cost of Goods Sold Direct Costs 600 Advertising Expense 604 Bank Service Charges Expense 608 Janitorial Expenses Expense 612 Consulting & Accounting Expense 620 Entertainment
Expense 624 Postage & Delivery Expense 628 General Expenses Expense 632 Insurance Expense 640 Legal Expenses Expense 644 Utilities Expense 648 Automobile Expenses Expense 652 Office Expenses Expense 656 Printing & Stationery Expense 660 Rent Expense 664 Repairs and Maintenance Expense 668 Wages and Salaries Expense 669
Wages & Salaries - California Expense 672 Payroll Tax Expense Expense 676 Dues & Subscriptions Expense 680 Telephone & Internet Expense 684 Travel Expense 690 Bad Debts Expense 700 Depreciation Expense 710 Income Tax Expense Expense 720 Federal Tax expense Expense 721 State Tax expense Expense 722 Employee Benefits expense
Expense 723 PTO expense Expense 800 Interest Expense Expense 810 Bank Revaluations Bank Revaluations 815 Unrealized Currency Gains Unrealized Currency Gains 820 Realized Currency Gains Realized Currency Gains 835 Revenue Received in Advance Current Liability 855 Clearing Account Current Liability Chart of Accounts Contra Accounts:
You will notice in the example above that account code 480 Refunds is listed as a revenue account, but you might ask yourself: isn’t refunds a reduction of sales? Yes, these are called contra accounts in accounting jargon. They are intended to be a direct reduction of specific accounts like revenue, why? Because by being placed in the revenue
category you will be able to see your overall revenue and your refunds all on the same section of the Profit & Loss Statement. The chart of accounts lists all the accounts a company has available to use in the financial statements. It can be added to or changed to suit the business needs. For example, manufacturing may need different codes to a retail
business.Most accounting software has a set chart of accounts (CoA) when it is set up. During setup, some more advanced software includes choosing your business type and adding additional codes.Below are some examples of accounts that your small business may use. This article will look into each section of these in more detail. Each account
allows you to track transactions within the software and produce financial statements, including Balance Sheet and Income statement (Profit and Loss).The chart of accounts is the foundation of the businesses accounting system. Using the wrong account code or not having enough codes will limit or produce incorrect financial statements. The
accounts list may also include codes you do not require but are worth keeping for future use. If you use an Excel spreadsheet, you will still have a list of accounts, although this may be simplified to a cloud accounting-based software package. Our free Excel cashbook template allows you to name your accounts. It includes 5 income accounts and 13
expense accounts.Producing a chart of accounts can be cumbersome if done manually. However, using accounting software makes this process much easier. The software will have a pre-built accounting numbering chart, saving time and effort. Additionally, you can adjust the chart to better suit your needs by adding specific accounts.Some packages
ask for the business’s industry when setting up the software. This allows the chart of accounts to be more industry-specific. Different cloud accounting software have their own standard chart numbering system. We will look at a few. Most accounting software’s bank and cash accounts are set up through banking rather than the
CoA.DescriptionNumberBank090 - 199Revenue Accounts200 - 299Direct Costs300 - 3990verheads400 - 499Current Assets600 - 699Fixed Assets700 - 799Current Liability Account800 - 949Equity950 - 999DescriptionNumberAssets10000 - 19999Liabilities20000 - 29999Equity30000 - 39999Income40000 - 49999Cost of Goods Sold50000 -
59999Expenses60000 - 699990ther Income70000 - 799990ther Expenses80000 - 89999As you can see from the two accounting numbering examples, the systems are different. Xero uses smaller numbers than QuickBooks. Sage uses a different numbering system starting from 0010 and ending at 9999. Don’t worry about the system you use, as you
will soon get used to the account codes and where to add them.All accounting packages use an accounting chart of accounts. Bookkeeping software is more flexible and often saves businesses time on the accounts.Our sample chart of accounts uses the numbering system from Xero. It is a simple set that will show how they are formatted. It is split
between bank, income, direct costs, expenses, assets, liabilities and equity.Download the above list in PDF format.The chart of accounts serves as the foundational framework used to generate the financial statements for a business. These financial statements, which include the balance sheet, income statement, and cash flow statement, are the
principal reports a company relies on for making informed decisions.The reports play a crucial role in both the monthly financial management and the annual financial review process. By categorising each financial transaction in the chart of accounts, businesses are able to produce accurate and comprehensive financial statements that are essential
for strategic planning and financial analysis throughout the fiscal year.Here, we will look at the two main reports, the balance sheet and the profit and loss report.The balance sheet accounts give a snapshot of the business on any given date. It is made up of the following accounts. It is used to see the financial health of the company.Assets are what
the business owns and includes the following:Fixed Assets - These are physical items like computers, machinery, furniture, fixtures and fittings.Intangible Assets - You can’t see these assets; examples are goodwill, trademarks and patents.Current Assets - A business can quickly convert these assets to cash and include bank, cash and accounts
receivable.Liabilities are accounts that the business owes to other businesses or people. They are split into two:Current liabilities are short-term debts that the business owes and include accounts payable, short-term obligations, and accruals.Long-term liabilities are long-term debts, including mortgages and long-term loansEquity accounts show the
ownership of the business; the accounts might include owners’ and shareholders’ equity and retained earnings.The income statement, also known as the profit and loss statement, provides a detailed overview of all the income and expenses incurred by a business during a specific period. This financial document is crucial for assessing the company’s
operational efficiency by showing the revenue generated from sales and services alongside the costs and expenses associated with business operations.Income Statement Accounts - These are the income accounts for the business. The size and type of sales will determine the account codes you may need. A few examples are sales of products,
consultancy, parts, support, and interest received.Cost of Sales - These are the costs that relate directly to the income accounts and might include wages, parts and packaging.Expense Accounts - These are the main expenses of a business and include general office expenses, utilities, wages, travel and insurance.A report that bookkeepers and
accountants use is a trial balance. The trial balance lists all the accounts and the debits and credits related to them.The trial balance helps to see all the accounts on one report and is used mainly at the financial year-end.When setting up a non-profit, you will need to look at if you have any particular restrictions.An example of this is if a donation is
restricted to specific expenses. If there are restrictions, set up nominal codes to keep track of the balance for that fund. Another way to track restricted funds is by using classes or departments in some cloud accounting packages.Most small non-profit organisations can work with a simple set of CoA.When you need to add new nominal codes to your
CoA, it is worth checking if a code is already in use that is suitable for the purpose. If not, choose the best code number and complete the details. To check what information is needed, look at previous code details, which should help.If you need to edit a nominal code, check to see if the transaction has already been posted and if it will cause any
problems with the previous transactions. In most cases, it is better to set up a new code.The UK operates similarly to other countries in many respects; however, one notable distinction lies in the VAT (Value Added Tax) rates. You can enter the VAT rates when setting up nominal codes for financial transactions in the UK. The standard VAT rate is
20%.In this article, we have looked at the chart of accounts and how they work to produce financial reports, including the balance sheet and profit and Loss. There are five main categories of accounts: assets, liabilities, equity, income, and expenses. Each category represents a different aspect of a company’s financial transactions.Return from the
Chart of Accounts to the Accounting Basics page. The Chart of Accounts is one of those unknown parts of your accounting software we don’t even think about. What most entrepreneurs don’t realize is that the chart of accounts represents the foundation of your accounting process, if you don’t set up the chart of accounts correctly, your bookkeeping
and financial records will have major negative impacts. In this ultimate guide, not only do we explore examples of a common chart of accounts but also we discuss best practices on how to properly set up your chart of accounts. What is the Chart of Accounts? As we discussed in our article: Bookkeeping Services for Small Business, the chart of
accounts is a listing of all accounts tracked by your business in your accounting software general ledger. Why is The Chart of Accounts important? Think about the chart of accounts as the foundation of a building, in the chart of accounts you decide how your transactions are categorized and reported in your financial statements. While the chart of
accounts can be similar across businesses in similar industries, you should create a chart of accounts that is unique to your individual business. You should ask yourself, what do I want to track in my business and how do I want to organize this information? For example, we often suggest our clients break down their sales by revenue stream rather
than just lumping all sales in a Revenue category. By doing so, you can easily understand what products or services are generating the most revenue in your business. Be careful not to overly complicate your chart of accounts. If you create too many categories in your chart of account, you can make your entire financial reports difficult to read and
analyze. Therefore, you need to find the right balance between, creating a chart of accounts that organizes transactions in broad categories and provides the level of detail you need in order to make informed business decisions. Chart of Accounts examples: In virtually all accounting software, chart of accounts are grouped in a specific numeric range
that identifies the type of account and where is reported in the financial statements. Below is how Xero usually groups their chart of accounts, QuickBooks uses a similar methodology: Numeric Range Account Type Financial Report 100 - 199 Assets Balance Sheet 200 - 299 Liabilities Balance Sheet 300 - 399 Equity Balance Sheet 400 - 499 Revenue
Profit & Loss 500 - 599 Cost of Goods Sold Profit & Loss 600 - 699 Operating Expenses Profit & Loss 700 - 799 Taxes Paid Profit & Loss 800 - 899 Other Expenses Profit & Loss Below is an example of a typical chart of account: *Code *Name *Type 101 Checking Account Bank 102 Savings Account Bank 120 Accounts Receivable Accounts Receivable
130 Prepayments Current Asset 140 Inventory Inventory 150 Office Equipment Fixed Asset 151 Less Accumulated Depreciation on Office Equipment Fixed Asset 160 Computer Equipment Fixed Asset 161 Less Accumulated Depreciation on Computer Equipment Fixed Asset 200 Accounts Payable Accounts Payable 205 Accruals Current Liability 210
Unpaid Expense Claims Unpaid Expense Claims 215 Wages Payable Wages Payable 216 Wages Payable - Payroll Current Liability 220 Sales Tax Sales Tax 230 Employee Tax Payable Current Liability 231 Federal Tax withholding Current Liability 232 State Tax withholding Current Liability 233 Employee Benefits payable Current Liability 234
Employee Deductions payable Current Liability 235 PTO payable Current Liability 240 Income Tax Payable Current Liability 250 Suspense Current Liability 255 Historical Adjustment Historical Adjustment 260 Rounding Rounding 265 Tracking Transfers Tracking 290 Loan Non-current Liability 300 Owners Contribution Equity 310 Owners Draw
Equity 320 Retained Earnings Retained Earnings 330 Common Stock Equity 400 Sales Revenue 460 Other Revenue Revenue 470 Interest Income Revenue 480 Refunds Revenue 500 Cost of Goods Sold Direct Costs 600 Advertising Expense 604 Bank Service Charges Expense 608 Janitorial Expenses Expense 612 Consulting & Accounting Expense 620
Entertainment Expense 624 Postage & Delivery Expense 628 General Expenses Expense 632 Insurance Expense 640 Legal Expenses Expense 644 Utilities Expense 648 Automobile Expenses Expense 652 Office Expenses Expense 656 Printing & Stationery Expense 660 Rent Expense 664 Repairs and Maintenance Expense 668 Wages and Salaries
Expense 669 Wages & Salaries - California Expense 672 Payroll Tax Expense Expense 676 Dues & Subscriptions Expense 680 Telephone & Internet Expense 684 Travel Expense 690 Bad Debts Expense 700 Depreciation Expense 710 Income Tax Expense Expense 720 Federal Tax expense Expense 721 State Tax expense Expense 722 Employee
Benefits expense Expense 723 PTO expense Expense 800 Interest Expense Expense 810 Bank Revaluations Bank Revaluations 815 Unrealized Currency Gains Unrealized Currency Gains 820 Realized Currency Gains Realized Currency Gains 835 Revenue Received in Advance Current Liability 855 Clearing Account Current Liability Chart of Accounts
Contra Accounts: You will notice in the example above that account code 480 Refunds is listed as a revenue account, but you might ask yourself: isn’t refunds a reduction of sales? Yes, these are called contra accounts in accounting jargon. They are intended to be a direct reduction of specific accounts like revenue, why? Because by being placed in the
revenue category you will be able to see your overall revenue and your refunds all on the same section of the Profit & Loss Statement. 11 Min. Read December 11, 2024 A chart of accounts is an important organizational tool in the form of a list of all the names of the accounts a company has included in its general ledger. This list will usually also
include a short description of each account and a unique identification code number. Whenever you need to record a new transaction, like an invoice to a client, an expense, a loan, etc., you need to record it correctly. In general, there are 5 major account subcategories: revenue, expenses, equity, assets, and liabilities. A business transaction will fall
into one of these categories, providing an easily understood breakdown of all financial transactions conducted during a specific accounting period. A chart of accounts is a list of the names of a company’s accounts in its general ledger A COA is an organizational tool that makes financial transactions easier to understand at a glance A COA has five
main subcategories: revenue, expenses, assets, liabilities, and equity Accounts on the COA usually have a name, a brief description, and an identification code number These topics will help you better understand what a COA is and how small businesses use it: What Is a Chart of Accounts? How Charts of Accounts Works What Is a Chart of Accounts
Used For? 5 Major Types Of Chart Of Accounts Chart Of Accounts Sample Why Is a Chart of Accounts Important? Chart of Accounts Example Conclusion Frequently Asked Questions A chart of accounts is a small business accounting tool that organizes the essential accounts that comprise your business’s financial statements. Your COA is a useful
document that lets you present all the financial information about your business in one place, giving you a clear picture of your company’s financial health. To better understand how this information is typically presented, you may want to review a sample of financial statement. This can help you visualize how your chart of accounts translates into
formal financial reporting. Similar to a chart of accounts, an accounting template can give you a clear picture of your business’s financial information at a glance. Utilizing accounting tools like these will ensure a better workflow, helping you grow your company. FreshBooks offers a wide variety of accounting tools, like accounting software, that make
it easier to stay organized. Click here to start your free trial. Charts of accounts are an index, or list, of the various financial accounts that can be found in your company’s general ledger. These accounts are separated into different categories, including revenue, liabilities, assets, and expenditures. Balance sheet accounts like assets, liabilities, and
shareholder’s equity are shown first, and then come income statement accounts like revenue and expenses, in the order they appear on your financial statements. You may also wish to break down your business’ COA according to product line, company division, or business function, depending on your unique needs. Looking at the COA will help you
determine whether all aspects of your business are as effective as they could be. If you keep your COA format the same over time, it will be easier to compare results through several years’ worth of information. This acts as a company financial health report that is useful not only to business owner, but also investors and shareholders. Small
businesses use the COA to organize all the intricate details of their company finances into an accessible format. It’s the first step in setting up your business’s accounting system. The chart of accounts clearly separates your earnings, expenditures, assets, and liabilities to give an accurate overview of your business’s financial performance. The chart of
accounts organizes your finances into numbered account types. Most businesses follow this consistent, commonly accepted account numbering system: 1000 - 1900: Assets 2000 - 2900: Liabilities 3000 - 3900: Equity 4000 - 4900: Revenue 5000 - 5900: Expenses Although you don’t need to follow that format, businesses generally follow the same
numbering system for the COA because it makes it easier for an accountant or bookkeeper to step in and translate the information into standard financial reports. If you've worked on a general ledger before, you’ll notice the accounts for the ledger are the same as the ones found in a chart of accounts.Keeping your books organized does not need to
be a chore. Many small businesses opt to utilize online bookkeeping services, not only for invoicing and expense tracking but also for organizing accounts and ensuring tax season goes smoothly. FreshBooks accounting software is an affordable and reliable option for online bookkeeping services that will help you stay on track and grow your business.
Click here to start your free trial. The five major account types provide the structure for your chart of accounts, breaking it down into separate types of information. Several important financial reports are built around the same five account types. Below are 5 major accounts in accounting to create your chart of accounts: Assets are resources your
business owns that can be converted into cash and therefore have a monetary value. Examples of assets include your accounts receivable, loan receivables and physical assets like vehicles, property, and equipment. Liabilities are all the debts that your company owes to someone else. This would include your accounts payable, any taxes you owe the
government, or loans you have to repay. The role of equity differs in the COA based on whether your business is set up as a sole proprietorship, LLC, or corporation. This would include Owner’s Equity or Shareholder’s Equity, depending on your business’s structure. The basic equation for determining equity is a company’s assets minus its liabilities.
Revenue is the amount of money your business brings in by selling its products or services to clients. Expenses refer to the costs you incur while running your business. This would include your office rent, utilities, and office supplies. To create a COA for your own business, you will want to begin with the assets, labeling them with their own unique
number, starting with a 1 and putting all entries in list form. The balance sheet accounts (asset, liability, and equity) come first, followed by the income statement accounts (revenue and expense accounts). The chart of accounts allows you to organize your business’s complex financial data and distill it into clear, logical account types. It also lays the
foundation for all your business’s important financial reports. A COA is more than just an organizational tool, though. Having all your financial data in one place and seeing how the separate accounts relate to one another can provide essential insights into your business’s performance. Here are some ways a chart of accounts can benefit your
business: A chart of accounts gives you great insight into your business’s revenue beyond just telling you how much money you earn. It shows peaks and valleys in your income, how much cash flow is at your disposal, and how long it should last you given your average monthly business expenses. A chart of accounts gives you a clear picture of how
much money you owe in terms of short- and long-term debts. Your COA can help you determine how much of your monthly income you can afford to put toward your debts and help you develop longer-term debt repayment plans. It’s not always fun seeing a straightforward list of everything you spend your hard-earned money on, but the chart of
accounts can give you an important view of your spending habits. You can get a handle on your necessary recurring expenses, like rent, utilities, and internet. You can also examine your other expenses and see where you may be able to cut down on costs if needed. A chart of accounts organizes your finances into a streamlined system of numbered
accounts. Having an accurate chart of accounts makes it easier for you or an accounting professional to develop in-depth financial reports to help you understand your company’s financial position, including a cash flow statement, balance sheet, and income statement. You can customize your COA so that the structure reflects the specific needs of
your business. An added bonus of having a properly organized chart of accounts is that it simplifies tax season. The COA tracks your business income and expenses, which you’ll need to report on your income tax return every year. If you’re using accounting software and want to set up a customized chart of accounts, you can add or edit parent and
sub-accounts to the existing default chart of accounts. Doing this will help you stay organized and better understand how your business is doing financially. Click here to start your free trial. When creating your chart of accounts, you may wish to begin by breaking down the five categories further, either by listing each department’s accounts
separately or you could break down your revenues and expenses into operating revenues, operating expenses, non-operating revenues, and non-operating losses. It is a good idea to customize your COA to suit your business needs in a way that makes sense to you.Incorporating accounting software into your everyday business operations can only
make organizing your accounts easier. FreshBooks will help you stay organized with a user-friendly interface that keeps things simple. Click here to start your free trial. Business owners who keep a chart of accounts handy will have an advantage when it comes to accounting. Having an accessible and easy-to-follow list of all accounts organized and
ready to review makes it easier to correctly record financial information from a new account or business transaction under the appropriate accounting category. Keeping an updated COA on hand will provide a good overview of your business’s financial health in a sharable format you can send to potential investors and shareholders. It also helps your
accounting team keep track of financial statements, monitor business financial performance, and see where the money comes from and goes, making it an important piece for financial reporting. A standard COA will be a numbered list of the accounts that fill out a company’s general ledger, acting as a filing system that categorizes a company’s
accounts. It also helps with recording transactions and organizing them by the accounts they affect to help keep the finances organized. There are five main account type categories that all transactions can fall into on a standard COA. These are asset accounts, liability accounts, equity accounts, revenue accounts, and expense accounts. These
categories are universal to all businesses. If necessary, you may include additional categories that are relevant to your business. There are five top-level categories in a standard COA. The first three are assets, liabilities, and equity, which flow into the balance sheet. The remaining two are income or revenue and expenses, which flow into the income
statement. Some businesses also include capital and financial statement categories. Because the chart of accounts is a list of every account found in the business’s accounting system, it can provide insight into all of the different financial transactions that take place within the company. It helps to categorize all transactions, working as a simple, at-a-
glance reference point. Each entry on the chart of accounts has a corresponding number that indicates which type of account it belongs to. The commonly accepted order is as follows: 1000 - 1900 is assets, 2000 - 2900 is liabilities, 3000 - 3900 is equity, 4000 - 4900 is revenue and 5000 - 5900 is expenses. These are listed in numerical order to make
it easier to find any specific account. Yes, it is a good idea to customize your chart of accounts to suit your unique business. This way, you can allocate each financial transaction from your business to a category that makes sense to you as a business owner, keeping track of the money moving in and out of your business while adhering to financial
reporting standards. Reviewed by Kristen Slavin is a CPA with 16 years of experience, specializing in accounting, bookkeeping, and tax services for small businesses. A member of the CPA Association of BC, she also holds a Master’s Degree in Business Administration from Simon Fraser University. In her spare time, Kristen enjoys camping, hiking,
and road tripping with her husband and two children. In 2022 Kristen founded K10 Accounting. The firm offers bookkeeping and accounting services for business and personal needs, as well as ERP consulting and audit assistance. RELATED ARTICLES All BlogsAccounting ResourcesChart of AccountsGeneral LedgerT Accounts and PostingsT
AccountsT-Account ExamplesPosting in AccountingGeneral LedgerBOOT CAMP - Financial Modeling (6 Hrs)Boot Camp: LEARN Financial Modeling in Just 6 Hours!Table Of Contents A chart of accounts (COA) lists all the general ledger accounts that an organization uses to organize its financial transactions systematically. Every account in the chart
holds a number to facilitate its identification in the ledger while reading the financial statements. COA helps companies prepare, maintain, and monitor their financial accounts as per the standard accounting norms. It facilitates stakeholders to interpret a company's financial performance with ease. A chart of accounts (COA) is an accounting tool that
tabulates all the accounts recorded in the company's general ledger to keep track of its financial transactions. It helps in the quick identification of a business's expenses and revenues. COA usually has four columns which are account number, account description, account type and financial statement. The account number corresponds to the
respective ledger entry. It can be three to seven digits depending upon the company's size, divisions, and departments. A small business will usually have three numbers. The COA generally features five account types: asset, liability, equity, income, and expense. The first three account types affect the balance sheet, the last two impact the income
statement. Chart of Accounts gives a consolidated view of the financial transactions affecting a company's balance sheet and income statement. Depending on the size of an organization, a firm can have multiple entries for expenses and income in an accounting year.For instance, a large-scale company could have several entries for expenses that it
doesn't separately mention in the income statement. A chart of accounts can help the company list all the costs recorded in its general ledger in one place. This will enable the directors and shareholders to quickly identify the source of expenses and revenues when going through the financial statements.The COA will include balance sheet entries of
assets, liabilities and owner's equity, and income statement's expenses and revenue. The chart of accounts numbering will indicate the location of the listed account in the ledger.In accounting, a chart of accounts usually has four columns:The account number is the unique code allotted to each account. It depicts the numbering of the COA. For
example, the account number 120 represents that this account belongs to the asset class. A person can look up additional details related to the account in the ledger using this number. The account type depicts the nature of each account. There are five primary types of accounts, i.e., asset, liability, equity, income and expense. However, it can be
reduced to four in small organizations, while in large corporations, it can also be more than five.Assets: It comprises fixed assets, intangible assets, inventory and current assets like cash, trade receivables, etc. All the asset accounts contain account number starting with 1.Liabilities: The COA liability category involves long-term and short-term
borrowings, trade payable, interest payable, and other current liabilities. All the liability accounts contain the account number starting with 2.Equity: It includes equity share capital, preference share capital, and reserve & surplus. All the owner's equity entries contain the account number starting with 3. Assets, liabilities and equity are related to the
balance sheet.Revenue: It involves sales revenue, interest received, income from scrap, or any other earnings. All the revenue accounts contain account number starting with 4.Expenses: The COA expense category comprises the cost of goods sold, rent, electricity, salary and wages, and any other business expense. All the expense accounts contain
number starting with 5. Expenses and revenues are related to the income statement. It represents the name of the account. The account description should be kept precise but capable of including multiple relevant accounts under a large account. For example, "cash receivables" will be mentioned under the type of asset.Under this column, we
mention the financial statement impacted by the accounts. The asset-liability and equity accounts affect the balance sheet, whereas the income and expense accounts reflect changes in the income statement.Initially, a company needs to decide the structure of its COA, the account types and the numbering pattern. It can derive the name of accounts
from its general ledger. If the firm wants to include all the expenses to provide a complete understanding of where it is spending the finances, it can customize its COA. However, the chart should be in line with the standard accounting norms. A small business entity can have an account number of just three digits like "118", where the first digit
signifies the account type . Since 1 is the code for assets, 118 belongs to the asset class. The other two digits, "18", show what the asset is.A large organization can have an account number of many digits. For instance, "5030"; where "5" is the code for expense, and "030" corresponds to the sales department's employees commutation cost.PQR
Enterprises is a firm engaged in the manufacturing of plastic containers. Given below is the company's categorization of accounts under the COA. Below is a sample chart of accounts list for the above company - Account NumberAccount DescriptionAccount TypeFinancial Statement1001CashAssetBalance Sheet1005Accounts ReceivableAssetBalance
Sheet1009InventoryAssetBalance Sheet1014Plant & MachineryAssetBalance Sheet1011Land & BuildingAssetBalance Sheet2001Short-Term BorrowingsLiabilityBalance Sheet20050utstanding FeeLiabilityBalance Sheet2009Accounts PayableLiabilityBalance Sheet2013Interest PayableLiabilityBalance Sheet2014Payroll PayableLiabilityBalance
Sheet3003Equity Share CapitalEquityBalance Sheet3009General ReserveEquityBalance Sheet3010Retained EarningsEquityBalance Sheet4001Sales Revenuelncomelncome Statement4005Sales Return and AllowancesIncomelncome Statement4008Interest ReceivedIncomelncome Statement5004Raw MaterialExpenselncome Statement5009Salary
and WagesExpenselncome Statement50130ffice RentExpenselncome Statement5015Electricity ExpenseExpenselncome Statement5020Miscellaneous Expense Expenselncome StatementWe can say that a COA has the same role in a company's financial analysis as a map has in reaching the destination. It, therefore, makes it easy for the user to locate
a particular account with the help of its account number.The COA is customizable; hence, it serves the need of every business organization. A COA is a financial tool that provides an extensive understanding of cost and income to anyone who goes through the company's financial health.For example, the Cambodian government had decided to use a
unified chart of accounts (COA) to monitor how the money was being spent on welfare initiatives. The unified COA will throw light on each source of expense and earning. Such data will prove helpful to policymakers in cutting down unnecessary costs.A company can undertake the following suggestions mentioned below to create and maintain an
effective COA: Customize the COA by adopting a suitable pattern for account numbering based on your company's size, departments, structure and operations. Remember that the best chart of accounts structure is the one that serves your managerial accounting purpose. Use a standard COA as per the norms set forth by the GAAP and tax



authorities. Avoid making changes to the format; otherwise, it will cause confusion and error. Design your COA to suit the business needs for the upcoming years. This will result in the creation of a more consistent, comparable and helpful index. Keep an eye on the unnecessary accounts whose amount you can transfer to the larger accounts. This step
will aid you in keeping the COA list short and accessible. Many large corporations use accounting software like SAP to make their COA. A chart of accounts is created as an excel spreadsheet, with many using an online template such as Quickbooks' for ease. Chart of Accounts What is a chart of accounts? A chart of accounts is a tool that lists all the
accounts in the general ledger with unique numbering to help locate them in the relevant accounting book. Stakeholders can refer to the COA and balance sheet, and income statement to find the source of expense and earnings. What is a chart of accounts examples? Below is an excerpt of a chat of accounts example Account NumberAccount
DescriptionAccount TypeFinancial Statement1001CashAssetBalance Sheet2001Accounts PayablesLiabilityBalance Sheet30010Owner’s equityEquityBalance Sheet4009Interest ReceivediIncomeIlncome Statement5004Raw MaterialExpenselncome StatementWhat are the types of chart of accounts in SAP? In SAP, the categories of a COA are as follows: 1.
Operating COA: It comprises accounts used to record regular business transactions, i.e., expenses and revenue accounts. 2. Group COA: It consists of standard accounts applicable at the corporate level by all the business units. 3. Country-Specific COA: Useful for MNCs, this COA is used to maintain accounts as per the legal requirements of a

particular country.



