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Chart of Accounts: A Critical Element of the 
Public Financial Management Framework

Prepared by Julie Cooper and Sailendra Pattanayak

Introduction1

The chart of accounts (COA) is often considered—in particular, by non-accountants— 

obscure, if not esoteric, and is often a neglected element of a country’s public inancial man-

agement (PFM) system. Yet, as argued in this note, it is possibly the most critical element or 

lynchpin of a well-functioning PFM system. The COA, although appears to be just concerned 

with classifying and recording inancial transactions, is critical for effective budget manage-

ment, including tracking and reporting on budget execution. The structure of the budget—in 

particular the budget classiication—and the COA have a symbiotic relationship. As such, a 

mistake in designing the COA could have a long lasting impact on the ability of the PFM sys-

tem to provide required inancial information for key decisions. The design of the COA must 

be planned well to take care of current management needs and potential future requirements. 

Note: Sailendra Pattanayak is a Senior Economist in the Fiscal Affairs Department of the International Monetary 

Fund; Julie Cooper was a Technical Assistance Advisor in the Fiscal Affairs Department.

1This TNM has beneited from review and comments by M. Cangiano, M. Lazare, F. Bessette, G. Blondy, S. Flynn, 

P. Khemani, and P. Murphy. Helpful comments were also received from other FAD/IMF colleagues and from 

M. Silins (CARTAC PFM Advisor).

TECHNICAL NOTES AND MANUALS

This technical note and manual (TNM) addresses the following main issues:

•	 Discusses	the	purpose	of	a	chart	of	accounts	and	its	importance	in	public	

inancial	management

•	 Discusses	stakeholder	needs	in	a	typical	public	inancial	management	frame-

work	that	need	to	be	relected	in	a	chart	of	accounts

•	 Discusses	the	role	of	chart	of	accounts	in	budgetary	and	inancial	accounting

•	 Discusses	the	relation	between	the	chart	of	accounts	and	IFMIS

•	 Explains	key	steps	for	identifying	data	requirements	and	structures	for	develop-

ing	a	chart	of	accounts
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At the same time, the COA should be able to be changed—particularly in the context of an 

Integrated Financial Management Information System (IFMIS)—to respond to changes such 

as reorganization of government and changing needs. 

Although the concept of COA is well known in the private sector, governments have only 

relatively recently started to apply the same accounting principles and processes commonly 

used by the private sector in inancial management.2 The COA for a private sector entity is 

designed to meet the information needs of the management and the requirements of inan-

cial reporting standards. In addition to these requirements, the concept of COA used in PFM 

relects the speciicities of government operations and accountability requirements.

The purpose of this TNM is to demystify the COA and shed light on what a COA is; its role 

in the PFM framework, including budget preparation, execution and reporting; and the key 

principles and factors that need to be taken into consideration in designing a COA. It also dis-

cusses the speciic issues associated with budgetary and inancial accounting in governments 

and their impact on COA. The note concludes by drawing some considerations on developing 

and implementing a COA and its relations with an IFMIS.

I. Chart of Accounts: What it is and Why it is Important

Importance of COA in PFM systems

A well-functioning PFM framework includes an effective accounting and financial re-

porting system to support fiscal policy analysis and budget management. Among other 

things, government business processes and decisions are anchored on the low of speciic 

inancial information/data between various stakeholders. Providing such information on 

government activities is an important function of the accounting and reporting system which 

should capture, classify, record, and communicate relevant, reliable, and comparable inancial 

information for at least the following purposes: budgetary accounting and reporting, includ-

ing reporting of actual against approved budget estimates; general purpose inancial report-

ing; management information; and statistical reporting. This system underpins the collection 

and use of public resources and informs policy makers, managers of government agencies, 

parliamentarians and the public at large on government policies and operations. 

The COA is the lynchpin of a government’s accounting and reporting system and 

serves as a key tool to meet its business requirements. Recording and reporting inancial 

information requires keeping a chronological log of transactions and events measured in mon-

etary terms and classiied and summarized in a useful format based on the business needs of 

2In countries where accounting generally follows a rules-based approach, charts of accounts (COAs) have been a 

traditional feature of the accounting system, both in the private and public sectors. In some of these countries such 

as France, a uniform COA was developed for government entities before a “generalized COA” was developed for the 

private sector.
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the organization. This is achieved with the help of a COA. Raw data is not very useful until it 

has been appropriately classiied and summarized into meaningful information by using an 

appropriate COA. With a poorly designed COA, straightforward tasks such as the preparation 

of standard reports become onerous and often require human and spreadsheet intervention. It 

becomes dificult to retrieve and reconcile the required inancial data and the inancial reports 

become unreliable.

What is a COA?

The COA is a critical element of the PFM framework for classifying, recording and 

reporting information on financial plans, transactions and events in a systematic and 

consistent way. The COA is an organized and coded listing of all the individual accounts that 

are used to record transactions and make up the ledger system. In particular:

•	 The COA speciies how the inancial transactions are recorded in a series of accounts 

that are required to be maintained to support the needs of various users/stakeholders. 

It deines the scope and content of these accounts for capturing the relevant inancial 

information. This series of accounts is called the General Ledger (GL) and subsidiary 

ledgers, which record all transactions as per speciications in the COA.3 

•	 The COA provides a coding structure for the classiication and recording of relevant 

inancial information (both lows and stocks) within the inancial management and 

reporting system. The classiication structure (see Box 1 for examples of classiications 

commonly used) should not only meet the legal and administrative requirements for 

budget management and inancial reporting, but should also conform to certain inter-

national standards on inancial and statistical reporting (discussed below). For budget 

management purposes, the COA should meet the requirements of planning, controlling 

and reporting of budgetary allocations/appropriations as well as internal management 

needs of budget units and/or cost centers.

The COA configuration represents the hierarchical structures of groups of classifica-

tions of information requirements (see Diagram 1 for an example of a hierarchical struc-

ture). Each classiication group is often called a segment and identiies a discrete information 

requirement for management, reporting and control purposes. Each segment can be com-

bined with the others to create inancial reports and enforce controls with a view to meeting 

the needs of various users and complying with the laws and regulations in the PFM area. The 

combinations of segments and the numbering sequence of the coding structure are used to re-

3The GL has a control account for each subsidiary ledger which gives the balance on that ledger to ensure their 

mutual consistency and a clear link between them. For example, while the “accounts payable” subsidiary ledger 

records the amounts due to each individual creditor/supplier, the sum of postings (or total credit balance) on this 

subsidiary ledger is relected in the respective control account in the GL. In a computer-based integrated inancial 

management system (e.g., IFMIS), each transaction and its attributes can be recorded in a computerized ledger 

system to ensure the link and mutual consistency between the GL and subsidiary ledgers.
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Box 1. Commonly Used Classifications 

Common	classiications	used	to	capture	the	relevant	information	required	by	various	users/
stakeholders	include:

•	 Administrative	or	organizational	classiication

•	 Fund	classiication	(which	may	include	donor	classiications)

•	 Program	classiication

•	 Classiication	of	Functions	of	Government	(COFOG)

•	 Economic	(or	Natural	account)	classiication*

•	 Government	Financial	Statistics	(GFS)	classiication	(usually	based	on	the	IMF	
GFSM 2001)*

•	 Location	or	geographic	classiication

*Both	the	economic	and	the	GFS	classiications	should	either	be	the	same	or	the	latter	should	be	
derived	from	the	former.

cord data in respect to budget related and other inancial transactions and to generate budget 

execution reports, inancial statements and internal management reporting information.

For effective management, the COA should cover all transactions (flows) and balanc-

es (stocks) of the reporting entity for budget management and general purpose financial 

reporting (see Box 2 for the “reporting entity” concept and how it relates to the budgetary 

sector). Governments produce not only general purpose inancial statements, but also other 

types of iscal reports. The COA should facilitate (i) the required control features and manage-

ment information requirements at different stages of budget execution; and (ii) reporting to 

various internal and external stakeholders. With an IFMIS, the needs of all stakeholders can 

be met with one uniied or common COA. A uniied COA is conigured with a hierarchical 

set of linked codes based on parent-child relationships, with lower level codes being used 

by individual accounting units and higher level codes used for consolidation of accounting/

inancial information (see the diagram in Annex for an example of linked segments and codes 

that will provide the required inancial reports while effectively controlling budget execution). 

II. The role of Chart of Accounts in Government Systems

The COA’s definition and use in government systems are influenced by different PFM 

traditions. Countries have developed different approaches to address the information needs 

of governments and as a result actual practices differ across countries. This is also due to the 

fact that each country, based on its legal and administrative tradition, needs to have systems 

that cater to speciic control and information requirements for government budget manage-
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ment. However, despite the unique requirements of individual countries, there is suficient 

commonality to set the underlying principles for an effective COA. 

The COA, which plays a key role in government financial management, accountability 

and financial reporting frameworks, should meet seven major objectives.

•	 Control. This includes budget appropriation control, in-year allotment/warrant con-

trol, fund control (e.g., the general revenue fund of the government [e.g., Consolidated 

Fund] and other special funds), management control and other iduciary controls.

•	 Accountability. In a typical PFM system, the government (sometimes referred to as the 

executive to distinguish it from the legislature/parliament) is held accountable to parlia-

ment and the public at large, and the managers of individual government agencies are 

internally held accountable in terms of their legal mandate/responsibility. This is achieved, 

among other things, by tracking the transactions that are speciic to each administrative 

entity the accountability of which needs to be enforced through appropriate audit trails. 

The COA coniguration needs to respond to these accountability requirements.4 Some-

times there are speciic audit requirements5 which need to be taken into account.

4The accountability requirements typically involve (i) the imposition of controls around the inancial transactions 

the managers of government agencies can enter into; and (ii) the reporting arrangements for evaluating the 

performance of managers (of government agencies) and the government as a whole. These accountability 

requirements are usually speciied in the respective country’s Public Financial Management Law and further 

elaborated in secondary regulations.

5For example, this may include tracking different stages of transaction authorization (e.g., authorization of 

expenditure commitment and/or payment) to ensure that these stages are not bypassed and the respective persons 

authorizing the transaction have the legal/regulatory mandate to do so.

Diagram 1. Example of a Hierarchical Data Structure
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Box 2. Reporting Entity and Budgetary Sector

What is a reporting entity? 

The	“reporting	entity”	concept	is	used	in	the	preparation	of	general	purpose	inancial	reports,	
which	include	information	on	the	performance	and	inancial	position	of	the	entity	concerned.	
For	these	purposes,	information	about	all	resources	able	to	be	deployed	by	a	reporting	entity	
is	relevant,	whatever	the	legal	or	administrative	structure	established	to	manage	those	re-
sources.	An	implication	of	applying	this	concept	in	the	public	sector	is	that	a	government	as	
a	whole,	whether	at	the	federal,	state,	territorial	or	local	government	level,	would	be	identiied	
as	a	reporting	entity	because	it	is	reasonable	to	expect	that	users	will	require	general	purpose	
inancial	reports	to	facilitate	their	decision	making	in	relation	to	the	resource	allocations	made	
by,	and	the	accountability	of,	those	governments.	At	a	lower	level	of	reporting,	a	number	of	
individual	statutory	authorities	and	departments	(and	the	entities	they	control)	may	also	be	de-
ined	as	individual	reporting	entities	because	of	their	economic	or	political	signiicance	and/or	
their	inancial	characteristics	(e.g.,	resources	controlled).	

Identifying	a	“reporting	entity”	in	a	speciic	situation	requires	consideration	of	the	boundary	of	the	
economic	activities	that	are	being	conducted,	have	been	conducted,	or	will	be	conducted.	The	
existence	of	a	legal	entity	is	neither	necessary	nor	suficient	to	identify	a	reporting	entity.	A	reporting	
entity	can	include	more	than	one	entity	in	which	case	one	of	the	entities	within	the	group	will	control	
the	other	entities	so	that	they	operate	together	to	achieve	objectives	consistent	with	those	of	the	
controlling	entity	and	there	exist	users	dependent	on	general	purpose	inancial	reports	for	mak-
ing	and	evaluating	resource	allocation	decisions	regarding	the	collective	operation	of	the	group	of	
entities.	If	an	entity	that	controls	one	or	more	entities	prepares	inancial	reports,	it	should	present	
consolidated	inancial	statements.1	In	this	sense,	the	concepts	of	“reporting	entity”	and	“entity	for	
consolidation”	may	be	similar	for	the	preparation	of	consolidated	inancial	statements/reports.

Reporting entity vs. budgetary sector

In	the	public	sector,	the	entities	making	up	the	budget	sector	(i.e.,	those	entities	whose	re-
sources	are	allocated	through	the	budget)	may	individually	be	identiied	as	reporting	entities.2	
Because	they	are	controlled	by	a	government	(e.g.,	central/national	or	sub-national	govern-
ment),	those	entities	together	with	that	government	and	the	other	entities	that	the	government	
controls	would,	as	an	economic	entity,	meet	the	deinition	of	a	reporting	entity—the	information	
presented	about	this	reporting	entity,	which	is	comprised	of	a	government	and	its	related/com-

ponent	units,	allows	users	of	inancial	statements	to	better	assess	the	inancial	performance/
accountability	of	the	government	as	a	whole.	In	preparing	a	general	purpose	inancial	report	
for	this	reporting	entity,	that	is,	for	the	government	as	a	whole,	it	may	be	desirable	to	report	
detailed	information	regarding	the	operation	of	particular	segments	of	the	government	as	a	
whole,	for	example,	the	budget	sector.	In order	to	fully	comply	with	the	inancial	reporting	stan-
dards	(such	as	the	International	Public	Sector	Accounting	Standards,	IPSAS),	or	to	include	all	
inancial	transactions	controlled	by	the	government	in	the	inancial	statements,	it	may	be	ne-
cessary	to	extend	the	coverage	of	the	“reporting	entity”	beyond	the	budgetary	sector.

1This	deinition	of	the	reporting	entity	(control	criterion)	is	the	most	common	for	inancial	reporting	
purposes.	However,	other	deinitions	might	be	seen	as	relevant	for	other	purposes,	e.g.,	for	statisti-
cal	purposes,	the	economic	function	of	the	entity	will	be	the	main	criterion	to	determine	its	inclusion	
in	the	general	government.

2The	deinition	of	the	budget	sector,	however,	varies	from	country	to	country	and	depends	on	the	
entities	accountable	to	parliament/legislature.	The	nature	of	resources	can	be	one	factor,	but	it	is	not	
the	only	one.
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•	 Budget management. This includes budget formulation, execution and reporting (in-

year and end-year) and day-to-day monitoring of the budget. Implementation of a com-

prehensive system of budgetary accounting for tracking appropriations and their uses 

at each stage of the expenditure cycle should cover authorized appropriations, in-year 

allotments/apportionments, any increase or decrease in appropriations during the year 

through virements or supplementary budget authorizations, expenditure commitments, 

obligations/liabilities incurred at the veriication/delivery stage, and payments.6 Some 

additional information may also have to be captured to enable reporting on a results-

based budget (in combination with non-inancial information on performance). The 

budget classiications deine the structure of the COA codes/sub-codes that are related to 

government budgetary revenue and expenditure operations.7

•	 Financial planning and management. This includes inancial planning, cash manage-

ment, and asset and liability management. From the perspective of COA design, it is 

important to know: (i) how the assets and liabilities should be categorized; and (ii) at 

what aggregated level the cash and other liquid assets should be monitored. 

•	 Management information. Depending on their internal management structure and 

business needs, individual line agencies may require information in greater detail and 

frequency for the preparation of various reports to support detailed cost monitoring, 

internal control and day-to-day decision making. As some of these information/reports 

could be speciic to the line agency concerned, it may not be necessary to track such 

information for the whole of government through a generalized COA. However, indi-

vidual line agencies/accounting units could track such information by using their own 

detailed accounts codes as long as these are linked to higher level codes which are used 

for consolidation of accounting/inancial data across the whole reporting entity. 

•	 General purpose financial reporting. This includes the preparation of inancial state-

ments and reports in accordance with national and/or international accounting standards 

(such as the International Public Sector Accounting Standards, IPSAS). General pur-

pose inancial reports are prepared to provide their users (e.g., parliament, public and 

creditors/donors) with information about the inancial reporting entity (Box 2) which 

is useful for making and evaluating decisions about the allocation and use of resources. 

When general purpose inancial reports meet this objective, they will also be a means—

in addition to budget reporting—by which managers of public resources discharge their 

accountability to those users.

•	 Statistical reporting. Statistical reports (e.g., GFS reports) are generated to facilitate 

macroeconomic analysis and surveillance, and international comparisons, as well as for 

reporting to international organizations such as the IMF. Data used for statistical report-

ing should be generated from the underlying accounting system via a well-designed 

6Budgetary accounting is only one element of a government accounting system, but it is the most crucial for both 

formulating policy and supervising budget implementation. 

7This is discussed in further detail in Section IV.
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Box 3. Budgetary Accounting vs. General Financial Accounting – Case of France

Article	27	of	the	French	Organic	Budget	Law	(loi organique relative aux lois de inances,	LOLF)	
of	2001	stipulates	that	“the	central	government	shall	keep	accounts	of	budgetary	receipts	and	
expenditures	(comptabilité budgétaire)	and	general	purpose	accounts	(comptabilité generale)	
for	all	of	its	transactions.”	

Budgetary accounts (comptabilité budgétaire). Budgetary accounting	has	traditionally	
played	a	very	important	role	in	France	(and	also	countries	in	Francophone	Africa	that	have	
been	inluenced	by	this	tradition).	Article	28	of	the	French	Organic	Budget	Law	(LOLF)	of	2001	
stipulates	that	budgetary	receipts	and	expenditure	payments	shall	be	recognized	on	a	cash	
basis.	Article	8	stipulates	that	appropriations	comprise	commitment	appropriations	and	cash	
appropriations.	Budgetary accounting	in	France	tracks	government	expenditure	and	revenue	
operations	in	order	to	verify	whether	they	are	in	line	with	parliamentary	authorizations	with	a	view	
to	enforcing	accountability	for	proper	execution	of	the	Budget	Law.	Thus	budgetary account-

ing	only	tracks/reports	expenditure	and	revenue	transactions	and	does	not	track	or	report	on	
government	liabilities	and	assets.	It	produces	a	budget	execution	report,	but	does	not	produce	
a	balance	sheet.	It	is,	therefore,	a	low-based	accounting	system	based	on	single	entry.	The	
coverage	of	budgetary accounting	is	limited	to	only	those	transactions	that	are	strictly	“budget-
ary,”	i.e.,	formally	authorized	in	the	Budget	Law.	The	accounting	classiication	used	in	budgetary	
accounting	relects	the	nomenclature	used	in	the	budget.	The	scope	and	type	of	authorization	
given	by	parliament	also	determines	the	stages	at	which	the	expenditure	and	revenue	trans-
actions	are	recognized	(and	accounted	for)	in	budgetary	accounting.	For	example,	expenditure	
appropriations	in	the	case	of	France	are	authorized	at	two	levels:	(i) autorisation d’engagement	
or	authorization	for	commitments,	which	could	be	multiyear;	and	(ii) credit de paiement	or	au-
thorization	for	payments	during	the	budget	year.	Therefore,	the	system	of	budgetary accounting	
records	both	commitments	and	payments	during	the	budget	execution	cycle.	

General purpose accounts (comptabilité générale).	Article	30	of	the	French	Organic	Budget	
Law	(LOLF)	of	2001	states	that	the	general	purpose	inancial	statements	(based	on	comptabilité 

générale)	are	to	be	based	on	the	accrual	accounting	principle.	Transactions	are	entered	for	the	
inancial	year	to	which	they	are	related,	independently	of	the	date	of	payment	or	receipt.	One	of	
the	broad	objectives	of	the	reform	process	was	that	central	government	general	accounts	would	
relect	the	model	in	the	French	chart	of	accounts	(plan comptable)	for	the	private	sector.1	Con-
sequently,	the	French	Organic	Budget	Law	stipulates	that	the	accounting	rules	for	the	central	
government	are	the	same	as	those	for	business,	except	when	differences	are	warranted	by	the	
speciic	nature	of	the	central	government’s	activity.	The	General	Account	(Compte Général de 

l’Etat,	CGE)	is	a	document	issued	each	year	along	with	the	Budget	Review	Act	(Loi	de	Règle-
ment).	The	Budget	Review	Act,	prepared	from	budgetary	accounts,	records	the	execution	of	the	
preceding	year’s	budget	whereas	the	CGE	is	a	report	which	describes	the	budget	transactions	
for	the	year,	cash	transactions,	and	the	results	of	the	accounting	entries,	presented	in	the	form	of	
a	balance	sheet	and	a	statement	of	revenue	and	expenditure.	Accrual	accounting	makes	it	pos-
sible	to	present	inancial	information	in	the	CGE	for	a	more	reliable	assessment	of	the	govern-
ment’s	assets	and	inancial	position.	In	particular,	it	enables	the	reporting	of	ixed	assets	such	as	
property,	plant	and	equipment	and	receivables	and	payables	(posted	to	the	inancial	year	for	the	
purpose	of	true	and	fair	accounts).	

The linkage between the budgetary accounting system and the general purpose ac-

counting system is an important objective.	The	principle	adopted	is	that	these	two	different	
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COA. A COA that is compatible with the IMF Government Finance Statistics Manual 

(GFSM) is, therefore, desirable to ensure that the economic classiication used in the 

COA is the same as (or at least could easily be mapped to) 8 the GFSM.

Budgetary and financial accounting in government

Given their different objectives, some governments make a distinction between budget-

ary and financial accounting. As discussed above, the accounting during budget execution 

may require data capture at a more detailed level and at different stages of the budget cycle 

(e.g., a detailed presentation of commitments and payments by programs, sub-programs, 

etc.), which are not necessarily used for the preparation of annual inancial statements/re-

ports.9 Therefore, some countries—particularly those inluenced by the continental European 

tradition—have traditionally operated separate systems for budgetary and inancial account-

ing (see Box 3 for the example of France).

When the underlying accounting bases are different for budgeting and financial report-

ing, the latter may require additional information to comply with the relevant  standards. 

For example, some governments have implemented accrual-based inancial accounting and 

reporting concomitantly with cash-based budgeting, which means that cash-based budget 

execution accounts may not include some information that need to be disclosed in inancial 

statements prepared in line with applicable inancial reporting standards.

In spite of the apparent distinction between the two, there can and should be a com-

mon and integrated account coding structure for both budgetary and financial  accounting. 

In most countries, it is generally considered to be good practice for the budget classiications 

8In this case, one can derive the GFSM-based statistical report from the underlying accounting data. 

9A typical PFM system incorporates important features for enforcing accountability and allocating responsibility 

to key actors for the preparation, authorization/approval, budget management/control and reporting on the annual 

budget. The accounting system should be able to capture information at different stages of the budget cycle with the 

appropriate level of detail.

systems	need	to	be	integrated	in	conceptual	terms	and	that	their	architecture	needs	to	be	
consistent	so	that	linkage	is	possible	between	them	for	monitoring	budget	execution.	Even	
though	the	budget	rules	follow	their	own	logic,	there	should	be	clear	links	between	budgetary	
accounts	and	the	accounting	records	that	provide	information	for	the	general	purpose	inan-
cial	statements	for	the	year.	Accordingly,	France	has	developed	a	common	budget	and	ac-
counting	code—called	nomenclature budgétaro-comptable—which	is	used	for	both	budget-
ary	accounting	and	inancial	accounting/reporting.

1In	1988,	the	central	government	chart	of	accounts	was	subject	to	an	in-depth	review	and	revi-
sion	to	bring	it	in	line	with	the	principles	and	rules	of	the	1982	chart	of	accounts	as	used	in	the	
private	sector	(the	Plan Comptable Général).	The	central	government	chart	of	accounts	was	mod-
ernized	again	in	2004	to	take	into	account	the	move	to	accrual	accounting.
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and accounting classiications to be completely integrated.10 The two needs to be developed 

together to ensure that they are mutually consistent. This principle directly applies in cases 

where an IFMIS is used for budget management and inancial reporting. For example, France 

has developed a common budget and accounting code—called nomenclature budgetaro- 

comptable—which is used for both budgetary accounting (which tracks budget execution both 

on commitment and cash basis) and inancial accounting (which is on accrual basis).

In countries where the budget classifications are not integrated with the COA,11 or 

only partially integrated, there is risk of loss of important information undermining the 

effectiveness of budget control and reporting. For example, in this case it might be dificult 

to identify with certainty the accounting implications of a given budgetary operation, and 

reciprocally, identical accounting transactions may not relect systematically equivalent bud-

getary operations.12 Mechanisms such as a bridge table (e.g., as used under the old French 

system) are used by some countries to link accounting data with budgetary operations when 

budget classiications are not integrated with the COA. 

Any improvements or changes to the budget classification should be implemented 

only when the corresponding changes have been made to the COA structure and fully 

adopted by the IFMIS. For example, there are several countries where a program segment 

has been introduced in the budget classiication, without corresponding changes to the COA 

and IFMIS, and as a result budget outturn data is not available by programs. 

The COA, as defined in this TNM, covers the full coding structure used for both 

budgetary and financial accounting. In a narrower sense, however, the term “COA” is 

sometimes used to refer to only the later. For example, the term “plan comptable,” which has 

usually been translated as “chart of accounts,” is used in France and Francophone African 

countries to refer to the accounting classiication used for the preparation of inancial ac-

counts (called comptabilité générale). 

III. Key Principles and Factors for the Design of a COA

Designing a COA is one of the first, if not the first, task that is performed when set-

ting up a budgeting and its associated accounting and financial reporting systems. The 

COA should seek to meet the information/reporting requirements of all stakeholders, not just 

the ministry of inance or treasury, e.g., members of parliament/legislature, ministers/deputy 

ministers, heads of departments/agencies, program managers, auditors, etc., who all have 

varying roles and responsibilities and require inancial and non-inancial data for a variety of 

purposes. The deinition, use and maintenance (over time) of the COA segments are critical 

10D. Jacobs,  J.  Helis and D. Bouley (2009).

11This is, for example, the case in a number of Latin American and French-speaking African countries.

12D. Jacobs, J. Helis and D Bouley (2009) 
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to ensure data integrity and usefulness of reports coming out of the inancial accounting and 

reporting system. The list of segments/classiications need not be limited, but caution must be 

taken not to overcomplicate the lists as this can lead to a loss of data integrity.  

At least seven core principles can be identified for effective development, implemen-

tation and maintenance of a COA.

•	 Comprehensiveness. The COA should be comprehensive enough to capture all the 

required/relevant information and it needs to relect not only the budget framework but 

also the accounting framework. The budget classiications should not be different and 

should be embedded in (or harmonized with) the government’s accounting classiica-

tions. This is because the accounting and reporting system13 should be the primary 

source of inancial information for reporting on budget execution. As discussed above, 

the accounting and reporting system may require additional classiications to meet the 

inancial management needs and comply with accounting standards.

•	 Adequate granularity. The segments and sub-segments of the COA should be designed 

to facilitate many possible combinations of data elements necessary for control and 

reporting purposes. Each segment should have suficient detail to meet all control, ac-

countability, management, and reporting needs of various stakeholders.

•	 Mutual exclusiveness. The COA segments and their attributes should be deined in a way to 

make them mutually exclusive and avoid confusion in transaction recording and reporting.

•	 Avoiding redundancy. There is no need for an independent segment in the COA if the 

related information could be derived from another segment. Where there are multiple 

classiications, it is useful to explore the relationships between those classiications. For 

example, the requirements of GFS can be derived from the economic classiication and 

the United Nations Classiication of Functions of Government (COFOG) can often be 

derived from either the administrative classiication (if each lowest level administra-

tive unit in a hierarchical administrative segment discharges a unique function) or the 

program classiication.14 When relationships are established, it also helps to minimize 

the volume of data capture (or the number of key strokes for a data input operator in a 

computerized IFMIS) which in turn reduces the opportunity for data input error.

•	 Internal consistency. The logic applied in designing the hierarchical structure of COA 

segments should be internally consistent. Using a consistent numbering system and 

structure helps make the chart user friendly and reduces the chance of coding errors.

•	 Unified framework. Sometimes individual accounting units are allowed certain lexibil-

ity in developing their own speciic accounting codes at a more detailed level to capture/

record speciic information, e.g., through subsidiary ledgers, for internal management 

13The accounting/reporting system here means the budgetary and inancial accounting systems taken together.

14COFOG can be derived from the program classiication, only to the extent that programs do not straddle 

functions and/or sub-functions. Although this is desirable, this is systematically not the case in all countries with a 

program classiication.
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and control of their units. However, the COA framework should be uniied to ensure 

that at least the information at the aggregated level uses the same accounting classiica-

tion to ensure consistency between the two sets of accounting data.  

•	 Scalability. The COA should allow lexibility for future additions and changes as far as 

possible. It should provide for capturing additional information in future, particularly 

when such information has been anticipated/identiied as part of an ongoing PFM reform 

program. Providing room for growth, change and future reporting requirements can help 

ensure a COA remains relevant for a long period of time as the business environment, 

regulatory requirements and reporting needs evolve. Appropriate planning during the 

development stage can help design a COA with open account range to accommodate 

future legal and business requirements. 

In addition to the above core principles, there are several other factors that need to be 

taken into consideration while configuring/designing a COA. These include: 

•	 Institutional framework for financial transaction processing and accounting. A key 

issue to consider is whether the transaction processing system is centralized or de-

centralized. Even under a centralized payment system (i.e., expenditure payments to 

beneiciaries/suppliers are made by a centralized unit in the ministry of inance/treasury) 

individual budget units are usually responsible for authorization of commitments and 

issuance of payment orders. There is thus a need to ensure that the recording/account-

ing at the commitment and payment order stages are well integrated with the inancial 

accounting at the payment stage to ensure a seamless tracking of transactions covering 

the full budget execution cycle.15 This aspect needs to be taken into consideration while 

coniguring the COA and designing the IFMIS.

•	 Transaction processing and accounting platform. If the COA is to be implemented as 

part of the GL module of a computerized IFMIS, some speciic issues need to be ad-

dressed. These are discussed in Section IV below. 

•	 Accounting basis. The accounting basis (cash or accrual) used for budget execution 

reporting and inancial reporting will inluence the COA design.16 It is not unusual to 

ind a cash-based budget with accrual-based inancial reporting. The issue here is how to 

design an integrated COA that conforms to accrual-based inancial reporting standards 

(such as IPSAS) and can also be used for control and reporting of a cash-based budget. 

To avoid any ambiguity, the accounting policies should also be deined simultaneously 

15There are different options to ensure a seamless tracking of the same transaction as it passes through different 

stages of the budget execution cycle, e.g., the same transaction code could be used at different stages, or the 

transaction codes used at different stages are linked through a clear parent-child relationship (e.g., a detailed 

transaction code used at the commitment stage is clearly linked to an aggregated code used by a centralized 

payment agency). This requires that all modules of the IFMIS such as the general ledger, accounts payable, accounts 

receivable and commitment modules are consistently conigured. Although this may seem to be more of an IFMIS 

control issue, this has a bearing on the hierarchical structure of the COA and its various segments. 

16Most countries that have adopted cash-basis accounting also undertake supplementary reporting of some 

accrual information, e.g., additional disclosure (in full or partial) of inancial assets and liabilities. 
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with the COA. If the government is in transition from cash to accrual accounting, the 

COA should be set up to enable progressive capture of accrual information in line with 

the transition strategy.

IV. Key Steps in Developing a COA

The development and implementation of a COA should involve the 

following key steps. 

Carrying out a comprehensive business needs assessment

The COA can only be properly configured after a comprehensive business needs analy-

sis has been undertaken. The business needs analysis will deine who the stakeholders/

users are, 17 their tasks, goals, functions and what information they want from the system. 

The business needs analysis should draw from the country’s PFM framework and identify the 

stakeholders/users’ information requirements to be taken into account in designing the COA 

to ensure that the accounting and reporting system can record, control and report on the 

government’s activities accordingly (Box 4 provides a list of key issues to be analyzed as part 

of the business needs analysis). 

The three primary classifications that are essential for controlling, managing and 

reporting on the implementation of the government’s budget are: (see also Table 1 below 

and the Diagram in the Annex) 

•	 Administrative. Governments establish organizations (e.g., ministries, departments, 

agencies and other budget-funded entities) to deliver government functions. The admin-

istrative classiication is essential for accountability purposes and identiies the organiza-

tion/entity that is responsible for managing the resources allocated to it for implementing 

speciied policy objectives, such as the ministries of education and health or, at a lower 

level, schools and hospitals.18

•	 Functional/programmatic. Governments make decisions about what they want to do 

and why they want to do it. In other words, we talk about the functions of government 

or the programs the government wants to deliver to society and/or to impact the econ-

omy. The formulation of policy and eficient allocation of resources require information 

on government programs and COFOG. COFOG can be derived from the program classi-

ication only to the extent that programs do not straddle functions and/or sub-functions.

17The stakeholders include the parliament, policy makers, government managers, the broader public, supreme 

audit institution, creditors/donors, and international organizations such as the IMF and the World Bank.

18D. Jacobs, J. Helis and D. Bouley (2009).
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Box 4. Business Needs Analysis – Key Issues

Users of government financial information.	They	include	policy	makers,	government	
managers,	parliament/legislature,	the	broader	public,	supreme	audit	institution,	credit	rating	
agencies	and	international	organizations.	Each	of	these	stakeholders	may	require	data	for	
different	purposes.

Control framework.	All	governments	need	to	control	the	use	of	funds,	hold	entities	account-
able	and	be	able	to	determine	if	they	are	delivering	on	their	policy	objectives.	This	is	true	
whether	the	government	has	chosen	a	performance-based	or	a	line-item-based	management	
control	of	the	budget.	As	a	key	tool	to	achieve	this,	the	chart	of	accounts	(COA)	should	take	
account	of	who	are	to	be	held	accountable,	why	are	they	held	accountable	and	for	what	types	
of	funds	are	they	held	accountable	(both	for	collecting	and	spending).

Data structure. It	is	important	to	establish	data	structures	to	ensure	that	the	data	meets	users'	
inancial	information	needs	fully	and	eficiently.	In	particular,	the	process	must	allow	data	from	
different	dimensions	and	levels	within	the	organization	to	be	collected,	reconciled	and	consoli-
dated,	to	enable	alternative	views.

Reporting requirements. The	COA	structure	determines	what	information	is	captured	and	
made	available	to	meet	the	reporting	needs	of	various	stakeholders.	This	includes,	for	example:	
(i)	entity	reporting;1	(ii)	inancial	reporting;	(iii)	internal	management	reporting;	(iv)	consolidation	
reporting,	including	in-year	reporting	at	the	aggregate	level;	(v)	accountability	reporting	require-
ments;	(vi)	GAAP/IPSAS	reporting	requirements;	(vii)	segment	level	reporting;	(viii)	program	and	
project	reporting/monitoring	needs;	(ix)	interdepartmental	and	intercompany	reporting	(in	the	
case	of	State-Owned	Enterprises);	and	(x)	other	country-speciic	reporting	needs.

Deriving the balancing segment. In	any	double	entry	accounting	system,	the	accounts	must	
be	balanced,	i.e.,	debits	must	be	equal	to	credits.	This	balancing	is	also	required	at	the	seg-
ment	level	for	which	the	trial	balance	is	to	be	prepared.	It	is	common	to	set	the	organization	
segment	as	the	balancing	segment	as	it	is	usually	the	basis	for	reports	generated	for	account-
ability	purposes.	It	is	important	to	conclude	where	this	balancing	is	to	happen	for	appropriate	
coniguration	in	a	computerized	system/IFMIS.	

Anticipating future needs. Most	tricky	part	is	to	identify	the	future	needs	of	an	organization	
and	design	a	lexible	COA	structure	that	caters	not	only	to	the	current	business	processes,	
but	also	has	the	ability	to	accommodate	anticipated	future	requirements.	Keeping	one	or	two	
reserve	segments	is	a	good	idea.	

Hierarchy versus segment. Sometimes	the	same	objective	can	be	achieved	either	by	deining	
a	segment	or	by	creating	parent-child	relationships	between	the	segment	values.	The	impact	
and	pros	and	cons	of	taking	the	either	route	should	be	considered.	Some	of	the	segments	
where	this	analysis	should	be	done	are	Administrative	Classiication	and	Cost	Centers;	Func-
tions	and	Programs;	Natural	Account	and	Economic	Classiication;	and	Projects,	Activities	and	
Geographic	Classiication	(regions,	cities	and	municipalities).	

1For	example,	an	entity	deined/constituted	under	a	law	may	be	required	to	report	speciically	on	its	
activities.	As	explained	in	Box	2	above,	the	existence	of	a	legal	entity	is	neither	necessary	nor	suficient	
to	identify	a	reporting	entity	or	“entity	for	consolidation”	for	the	preparation	of	consolidated	inancial	
statements/reports.
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•	 Economic. Governments collect revenue and spend money on delivering their func-

tions. The economic classiication includes classiication of revenue, expenditure, assets 

and liabilities and retained earnings. This classiication is the basis for preparing govern-

ment inance statistics (GFS).

There may be need for other classifications to meet the data/information require-

ments of budget managers and other stakeholders. These may include location, project 

type, entity type, outcome, output, and source of funds (see the Diagram in Annex, which in-

cludes Fund and location segments). Details of vendor or customer type should not be in the 

GL COA. These details can easily be included in the subsidiary ledgers (accounts payable and 

account receivable, for example) or in the proiles stored in other modules (e.g., procurement 

module) of the IFMIS. Where there are needs for multiple classiications, it would be useful to 

explore the relationships between them to see whether some classiications could be derived 

from others to avoid redundancy between COA segments (see Section III).

Structuring data attributes and developing COA segments

The COA segments and the hierarchical levels within each segment should be defined. 

Segment relationships diagrams are useful to establish relationships between segments (e.g., 

mapping to function and mapping to GFS structures) and hierarchy between different levels 

within each segment. Reserved segments (to meet anticipated future requirements) are shown 

on the side to emphasize that the reserved codes will be invisible to users for now. The dia-

gram in the Annex presents a sample structure with hierarchical levels for each segment and 

possible inter-segment relationships. The purpose and structure of each COA segment should 

be clearly deined and classiications and sub-classiications within each segment should 

strictly adhere to the deinition. Box 5 provides a brief discussion as to (i) how to incorporate 

the budget classiication and other classiications in the COA; (ii) how to structure each seg-

ment into different levels based on a hierarchical relationship; and (iii) how to organize the 

general ledger and subsidiary ledgers and link them to the COA.

Mapping requirements.	The	mapping	requirements	should	be	identiied,	e.g.,	to	derive	GFS	
and	COFOG	classiication	from	other	classiications.	Mapping	may	consist	of	a	one-to-many	or	
many-to-one	mapping	methodology.	In	any	case,	the	mapping	process	should	be	well	docu-
mented	and	tested.

Interdepartmental account/segment.	Governments	usually	have	complex	interdepartmental	
transactions	which	need	to	be	settled	and	reconciled	at	periodic	intervals.	The	objective	can	
be	achieved	either	by	having	an	interdepartmental	segment	to	relect	both	the	transacting	
entities,	or	by	deining	interdepartmental	accounts.	The	choice	depends	on	the	organization’s	
speciic	requirements.	
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The transaction level19 of each segment is the lowest level at which actual data is 

recorded (or entered into the IFMIS database). A distinction, therefore, needs to be made 

between the COA and the transaction code. While the COA is a structure of integrated set of 

codes that consists of several logically-designed and hierarchically structured segments, the 

transaction code—sometimes called the Coding Block in system design—is a combination of 

segments that describes various attributes of a speciic inancial transaction or balance. If one 

segment could be mapped from another based on a clearly established relationship between 

the two, the transaction code will incorporate the lowest level of only the primary segment, as 

the secondary segment (s) could be derived through a mapping table (see Annex).20

The COA and its segments should use basic logic and account definition. Account def-

initions and their underlying logic provide clarity as to how speciic transactions and balances 

should be recorded. Caution must be used not to overcomplicate the numbering sequence 

19Also sometimes referred to as “leaf level.”

20Such a mapping table remains hidden and is automatically applied in a computerized inancial management 

information system/IFMIS to retrieve data classiied according to the derived COA segment.

TABLE 1. THREE PRIMARY CLASSIFICATIONS OF THE PFM FRAMEWORK

Alignment of budget and accounting classifications
Purpose Example

Budget classification Accounting classification

Administrative Accounting unit/organization Accountability, 
budget 
administration, 
and legal 
appropriation

Ministries, 
departments, agencies, 
cost centers, budget 
funded entities

Functional (and/or 
program)

Project/activity Historic analysis, 
policy analysis 
and comparisons, 
and policy 
formulation and 
performance 
accountability

General public service; 
defense; health; 
education; public order 
and safety; economic 
affairs; environmental 
protection; housing 
and community 
amenities; recreation, 
Culture and religion; 
and social protection

(Lower levels can 
include sub-function 
and/or projects & 
activities)

Economic (which is 
also based on the GFS 
classification such as 
the IMF GFSM 2011)

Natural account Fiscal control, 
macroeconomic 
analysis, 
compliance 
control, internal 
management, 
and statistical 
reporting.

Revenue, expense, 
assets, and liabilities

(each economic type 
is broken down to 
lower levels for deeper 
analysis, control 
and management 
purposes)
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and structure. If a structure is too complex, it will require more time by users to identify the 

proper accounts. Creating too many speciic account ranges can quickly limit open ranges 

of accounts. When the chart runs out of open ranges, users will be forced to abandon the 

structure and the basic logic will be lost. A simpliied but structured numbering system of 

accounts can facilitate a COA that is easy to use and maintain.21 Eliminating redundant and 

21Using a simple but consistent numbering system and structure helps make the COA user friendly and will 

reduce the chance of coding/recording errors. For example, all asset accounts may begin with the number 1, 

all liability accounts with the number 2, all equity accounts with the number 3, all revenue accounts with the 

number 4, and all expenditure accounts with the number 5. Another basic logic is to assign account ranges for 

speciic activity types. For example, short-term asset accounts could be in a numbering range from 100 to 150, and 

long-term assets could have a range from 151 to 200.

Box 5. Developing a COA - Accounts Classification, Type and Ledger System

The COA should reflect the budget classification and other classifications. A	well-de-
signed	COA	includes	budget	classiication	(revenue,	expenditure	and	borrowings)	plus	asset,	
liability	and	equity	accounts.	The	COA	also	includes	any	internal	management	classiication	
such	as	departments,	cost	centers,	and	regions.	Each	classiication	should	have	its	name,	a	
brief	description	and	a	code	or	number	assigned	to	aid	in	recording,	classifying,	summarizing,	
and	reporting	transactions.	Each	classiication	is	organized	around	a	segment.

Each hierarchical segment of the COA can be further analyzed and sub-divided in 

the form of a parent-child relationship (summary	and	detail	data	requirements).	Each	of	
these	sub-divisions	of	a	segment	is	given	a	numbering	sequence	to	create	sub	categories.	
For	example,	the	program	segment	could	be	divided	into	sub-programs	which	in	turn	could	
be	broken	down	into	projects and/or activities.	Similarly,	the	ministry	of	inance	(under	the	
administrative	segment)	may	have	the	budget	and	treasury	departments	at	the	second	
level	and	so	on.

COA is the basis of the general ledger (GL).	COA	represents	the	structure	of	the	GL.	The	
GL	is	an	accounting	book	which	uses	the	COA	structure	to	record,	report,	and	reconcile	
inancial	data.	The	coding	structure	of	any	subsidiary	ledgers	in	use,	such	as	the	Accounts 

Payable	module	of	an	IFMIS,	is	mapped	to	the	respective	control	accounts	in	the	GL.	For	ex-
ample,	the	GL	will	have	a	control	account	for	Accounts Payable	while	the	Accounts Payable	
system	will	have	accounts	of	individual	suppliers.	Each	purchase	would	be	recorded	in	the	
Accounts Payable	subsidiary	ledger	system	and	the	total	recorded	in	the	GL.	At	any	time,	the	
GL	balance	can	be	proven	against	the	details	in	Accounts Payable	subsidiary	ledger.	It	is	not	
uncommon	to	come	across	oficials	who	think	and	say	that	they	have	a	GL	with	a	compre-
hensive	COA,	but,	in	fact,	it	might	only	be	partial	where	transactions	are	recorded	in	a	variety	
of	systems	that	do	not	roll	up	to	the	control	accounts	of	the	GL.	In	effect,	this	is	a	fragmented	
system	which	requires	signiicant	intervention	to	prepare	useful	inancial	reports	and	even	then	
the	accuracy	of	data	may	be	questionable.

Account types (also	called	natural	accounts).	Revenue	and	expense	accounts	are	netted	
off	at	year-end	and	the	surplus/deicit	is	transferred	to	networth	account.	Asset	and	liability	
accounts	balances	are	carried	forward	to	next	year.	Revenue,	expense,	asset	and	liability	ac-
counts	are	further	classiied	using	the	economic	classiication.
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duplicate accounts reduces the potential for confusion in transaction recording and report-

ing. Speed and eficiency is also improved if users have fewer accounts to post transactions or 

reconcile and explain variances at the end of the accounting/reporting period.

The exact number of COA segments, digits of each segment, numbering ranges and 

parent-child relationship can only be determined after a comprehensive business needs 

analysis is undertaken and system functionality is decided. Designers of a COA should 

resist deciding on these factors until after the business needs analysis is complete. 

Configuring the COA in an IFMIS 

Governments are increasingly using IFMIS to modernize their accounting and report-

ing systems. An IFMIS can improve the PFM framework by (i) providing real-time inancial 

information that managers can use to formulate budgets, manage resources, and administer 

programs; and (ii) supporting the preparation of inancial reports and statements. A well 

implemented IFMIS can help governments achieve effective control over public inances and 

enhance transparency and accountability. Therefore, it must be designed to support the func-

tion of the public sector and handle the complex structure of budget organizations as well as 

to ensure compliance with budget laws and public inance rules.22 

Configuration of the IFMIS is not limited to the GL module and the COA design 

should take account of the impact of using other IFMIS modules and subsidiary led-

gers. The GL module is referred to as the backbone of an IFMIS and the COA provides the 

structure of the GL. An IFMIS usually includes the GL module and at least the accounts 

payable module. However, there are a number of other modules such as accounts receivable, 

cash management, procurement and payroll that are frequently used to enhance the system 

functionality. In any case, the linkage between the GL and subsidiary ledgers (associated with 

other IFMIS modules) should be clearly established. Subsidiary ledger coniguration com-

bines with the COA in the GL to provide a comprehensive mechanism to record, control and 

report on the activities of the government to concerned stakeholders. 

Basic guidelines for a computerized COA

The way a COA is designed and the IFMIS configured is critical to the effectiveness of 

the accounting and financial reporting system. The COA is the hub of any IFMIS. While 

the business/user needs analysis is a critical element to developing a COA and several under-

lying principles should be followed (see Section III), the following issues need to be specii-

cally considered in the context of developing/redesigning the COA for an IFMIS (i) establish-

ing one global/uniied chart of accounts; (ii) using simple and basic logic and limiting the 

number of accounts; (iii) deciding the accounting basis – cash, accrual or in transition (from 

22A. Khan and M. Pessoa (2010).
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cash to accrual); (iv) understanding and using the vast functionality of modern computer 

systems; and (v) scalability to provide room for future growth. 

Creating a global or a unified COA establishes a foundation for consistency in termi-

nology and serves to eliminate redundant accounts. It provides a basis for consistency in 

budget and accounting policies and procedures, including terminology used across govern-

ment. Moreover, IFMIS being an integrated system with various modules of software to cater 

to speciic functional requirements, its functionalities are provided in a coordinated manner 

based on the same global/uniied COA. The data captured in one module are used in others, 

thereby eliminating duplicate data entry and reducing the occurrence of errors. Moreover, 

consolidation of individual budget entities into one whole-of-government reporting entity can 

be largely automated and simpliied if a global/uniied COA is used.

In cases where individual government organizations are allowed to implement their 

own systems, there should still be a unified COA framework. Some countries choose to 

have one IFMIS implemented country-wide while others allow individual government orga-

nizations to have their own systems to meet their speciic needs. The lower levels of govern-

ment in a federal set up may not use the same system as the central/national government. 

Although different COAs may be used by the individual entities if necessary, they should be 

integrated in a uniied COA framework so that the government is able to consolidate all the 

transactions into one set of inancial statements.

The vast functionality available in an IFMIS should be leveraged to simplify the COA. 

A key decision issue is how many and which of the IFMIS subsidiary modules are essential 

and need to be implemented. Properly designed segments and logical coding structures can 

be used with system functionality to produce a vast range of standard reports without the 

need for extensive customization. Given the sophistication of most modern systems, it may 

be possible to develop a single GL that can meet the needs of all stakeholders, but a balance 

needs to be struck between the level of detail contained in the GL COA and the level of detail 

in subsidiary ledgers of other modules.23 For an effective and eficient GL COA, as much 

detail as possible should be held in subsidiary ledgers. For example, names of suppliers and 

revenue providers should not be held in the GL. These details can and should be held in the 

accounts payable and accounts receivable modules. Similarly, details of assets could usefully 

be held in an asset register and not in the GL. This is an important issue because an overly 

complicated COA may entail signiicant problems with generating reports from the system. 

To make the best use of the reporting functionality of an IFMIS, data normalization 

is essential. In the design of a relational database management system (RDBMS) such as an 

23Appropriate subsidiary ledgers should be used to track detailed level of information for in-depth analysis 

and monitoring, while the GL being the central books for the government remains limited to meeting the broad 

reporting and analysis needs.
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IFMIS, the process of organizing data to minimize redundancy is called “normalization”.24 If 

data normalization techniques are not used, the reporting functionality may become com-

plicated and the redundancy of data structure may impact the reliability of the data and 

therefore the reporting framework. For most users’ reporting needs, standard reports which 

are run directly from the IFMIS using the coding structures without the need for customized  

programming should be the irst option.25 Reporting functionality should provide access to 

separate sets of data (in related tables) for comparison of budgeted and actual amounts. 

Amending (if necessary) the underlying legal and regulatory framework

One of the frequent reasons behind preparing a new COA is to unify the disparate ac-

counting and reporting structures that have evolved over time.26 However, even a well 

structured and conigured COA will from time to time require changes to meet new and 

emerging business requirements. 

It is essential to have in place clear institutional, legal and procedural frameworks to 

prevent the COA structure from becoming fragmented. Clear assignment of institutional 

authority to approve any changes to the COA structure (e.g., a single point of authority such 

as the Minister of Finance/Accountant General) and a clearly deined legal/regulatory frame-

work that deines the roles and responsibilities of different actors and speciies the procedure 

for adopting changes to the COA structure are essential to ensure that the effectiveness and 

the original integrity of a well designed COA are not lost over time.

The following principles should be followed to ensure that the COA continues to be 

used as a unified and agreed structure.

•	 Designated process and timeframes (i) to propose changes; (ii) to have them reviewed by 

key stakeholders; and (iii) to signoff and publish changes, so that all users are advised. 

Any cyclical process for updates should be no more frequent than quarterly. 

•	 Identifying the impact of any proposed changes to the COA, including whether they it 

with the core principles and agreed structure of the COA. 

•	 Clear institutional allocation of authority for authorizing changes to the COA.

•	 All changes to the COA must be consistent with the coniguration, i.e., there will be no 

departure from how the segments are deined or the parent-child relationship.

24Normalization is the process of organizing data to ensure data integrity and eficient database management. 

There are two goals of the normalization process: eliminating redundant data (e.g., storing the same data in more 

than one table) and ensuring data dependencies make sense (only storing related data in a table). A redundant and 

complex data structure affects not only data integrity but also the eficiency of the reporting framework (e.g., it 

increases the time it takes to generate reports from the system).

25This is not to say that customized reports will not be necessary as from time to time this will be the case.

26When each unit uses its own classiication/coding structure without reference to others, the result is a disparate 

accounting/reporting structure. Changes appear to be ad hoc and not communicated across all users.
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Data migration 

A plan for data migration needs to be developed to ensure that historical data is not lost 

or corrupted when a new or updated COA is implemented. Effective and eficient migration 

of existing data from the old to the new COA is one of the cornerstones for the success of the 

new COA and its improved reporting capability. This process may take a considerable amount of 

planning and is often not given its due.27 As a result, poor quality data may undermine the useful-

ness of the new/updated COA. It is important for both the technical and functional users of the 

IFMIS to be involved in this process.28 This process would also allow reconiguring the historical 

inancial reports to align them with the new structure, thus providing useful historical data for 

comparison purposes. 

Capacity building of COA users and change management

For the COA to achieve its desired impact of facilitating improved budget management 

and financial reporting, all users across government should be adequately trained.  

Training staff is a fundamental requirement when introducing any modiication to procedures 

and processes. The introduction of changes to the COA must be communicated effectively to 

the relevant staff throughout the government. 

An effective change management strategy also needs to be developed to implement 

the new COA and associated reforms in the accounting and reporting system. As all 

changes bring uncertainty and could potentially provoke powerful opposition/resistance from 

key stakeholders, a change management strategy should be developed to explain why the 

change is necessary and what objectives are sought to be achieved. Any perceived risks and/or 

uncertainties should also be adequately addressed. The development of the change manage-

ment strategy should involve the following key steps: 29

•	 securing explicit support from the highest levels of government at an early stage of 

reform;

•	 identifying the organizational changes necessary to implement the new processes and 

changed rules and procedures, clearly articulating the beneits of the changes; 

•	 identifying documentation changes, including input (e.g., payment vouchers) and out-

put documents (e.g., management reports, budget monitoring reports, etc.); 

•	 identifying human capacity development needs and developing a plan, including a train-

ing program, to address existing capacity constraints; 

•	 identifying key change agents in the ministry of inance and line agencies; and 

•	 developing a plan for sensitizing various users to the new systems and procedures.

27This also involves taking account of data migration requirements in designing a new (or updating a) COA.

28The functional users will be able to correctly identify which new codes the old ones should be mapped to and 

the technical support providers will be able to provide the technical solution.

29If the new COA is to be implemented as part of an IFMIS, some of these steps might be partly relected in the 

IFMIS implementation plan.
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Conclusion

The chart of accounts (COA) is the lynchpin of a government accounting and reporting 

framework for classifying, recording and reporting information on inancial transactions and 

balances. The COA is also the hub of any computerized accounting and reporting system 

(IFMIS). The development of a COA, therefore, should receive adequate attention and be a 

central element of any PFM reform plan. Although the concept of a COA is not unknown, 

particularly in the context of commercial accounting, its design for government systems 

should address the speciicities and various stakeholder needs in a given PFM framework.

A COA provides the structure and classiication systems for organizing, recording and 

reporting inancial information. It deines the organization of the books of accounts to be 

maintained to support the needs of users/stakeholders and provides a coding structure for 

the classiication and recording of relevant inancial information (both lows and stocks) 

within the accounting system. There are several core principles and factors that need to be 

taken into account in developing a COA. The budget classiications deine the structure of the 

codes or sub-codes of the COA that are related to government budgetary operations. When 

the underlying accounting bases are different for budgeting and inancial reporting, the later 

may require additional information to comply with relevant standards. In spite of the appar-

ent distinction between the two, however, there can and should be a common and integrated 

account coding structure for both budgetary and inancial accounting.

The deinition, use and maintenance (over time) of the COA segments are critical to ensure 

data integrity and usefulness of reports coming out of the inancial accounting and reporting 

system. One of the frequent reasons behind preparing a new COA is to unify the disparate 

accounting and reporting structures that have evolved over time. A well sequenced plan to 

develop and implement a COA should involve the following key steps: (i) carrying out a 

comprehensive business needs assessment; (ii) harmonizing the budget classiication and 

the COA; (iii) structuring the data attributes and developing various segments of the COA; 

(iv) following basic guidelines for coniguring the COA if it is to be implemented as part of an 

IFMIS; (v) amending, as necessary, the underlying legal and regulatory frameworks; (vi) ad-

dressing data migration issues; and (vii) developing and implementing a plan for capacity 

building of COA users as well as a change in management strategy to effectively implement 

the COA and associated reforms. 

It may be necessary to implement the new COA in stages relecting the sequencing of other 

PFM reforms, e.g., updating the economic classiication to implement GFSM 2001, transi-

tion to accrual accounting, adding a source-of-fund segment to integrate donor inancing, and 

implementing a program structure for results-based budgeting.
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