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OBJECTIVES

• Key business processes

• Minimum system specifications required to comply with the 
mSCOA Regulations
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KEY BUSINESS PROCESSES AND MINIMUM 
SYSTEM SPECIFICATIONS

In terms of the mSCOA Regulations, all municipal systems of financial management
and internal control (also referred to as Enterprise Management Systems (EMS))
must:

• Provide for the hosting of the mSCOA structure and associated detail as contained
in the 7 defined segments.

• Accommodate and operate the classification framework across all 7 segments at a
transactional level in the core financial management system (i.e. the transaction
originates in the core financial system and not in any legacy system or manually
outside of the core system).

• Provide for the data extraction functionality as per the segmented transactional
string and upload to the local government portal and do not apply methodologies
of data mapping to provide for the segmented transactional data string at a
transactional level or manual intervention outside if the core system.

4

KEY BUSINESS PROCESSES AND MINIMUM 
SYSTEM SPECIFICATIONS

1. General Ledger (GL)

1. Financial accounting (including accounts 

payable receivables and period control & 

closure)

2. Project Accounting

3. Costing and reporting

4. Treasury and cash management

5. Grant management

Transactions to take place at a line-item level for each mSCOA segment and then 

rolls up to a category sub-total, which will roll up to the mSCOA classification. 

The system design must allow for any output reflecting in the GL to be drilled 

down in the GL to the source documents without having to log into another sub-

system

The financial system must provide for a detailed GL, a Trial Balance and Draft 

version 1 of the Annual Financial Statements (AFS)

2. Billing

6. Revenue cycle billing

7. Land use building control

8. Valuation Roll management

9. Customer care, credit control and debt 

collection

The Revenue Management System (RMS) gives effect to MFMA section 64 and 

incorporates the:

• Integrated Valuation system based on the MPRA (amended 2014) 

• Integrated Credit control and debt collection system that gives effect to 

chapter 9 of the Municipal Systems Act 2000

The data on the billing system should align to the information in the Surveyor-

General Cadastra, Deeds Registry, General Valuation Roll and contain details on 

municipal services, consumption, billing and balances, and indigent indicator.

A fully functional billing system should generate municipal accounts and 

account for receivables by customer group by service type. The billing system 

must have credit control functionality and debt collection processes that are 

compliant with NCA requirements.

System Functionality Applicable Business Process Expected Design Features of the system
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KEY BUSINESS PROCESSES AND MINIMUM 
SYSTEM SPECIFICATIONS

3. Supply chain management

10. Procurement Cycle: Supply Chain 

Management, Expenditure Management, 

Contract Management and Accounts 

Payable

• The SCM module / sub-system should give effect to chapter 11 of the MFMA

• Must provide for the full life cycle of procurement procedures and 

• Must drive processes from requisition to award of quote or tender and 

expenditure control and contract management.

GRAP 12 defines inventory as asset: 

(a) in the form of materials or supplies to be consumed in the production 

process, 

(b) in the form of materials or supplies to be consumed or distributed in the 

rendering of services, 

(c) held for sale or distribution in the ordinary course of operations, or 

(d) in the process of production for sale or distribution.”

The inventory sub-system is expected to correctly classify inventory, adhere to 

GRAP accounting principles, and integrate with the Billing and Budget modules.

4. Inventory and Stores

5. Assets Managing (AM)

11. Full asset life cycle management, 

including maintenance management

12. Real estate and resource management

Assets and Real estate of the municipality need to be correctly classified in 

accordance with mSCOA from a component level to an asset for the condition as 

either for speculation purposes, for investment, for income generation or for the 

purposes of service delivery.

System Functionality Applicable Business Process Expected Design Features of the System
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KEY BUSINESS PROCESSES AND MINIMUM 
SYSTEM SPECIFICATIONS

6. Budget and Planning

13. Corporate governance

14. Municipal budgeting, planning and 

modelling

Transactions to take place at a line-item level for each mSCOA segment and then 

rolls up to a category sub-total, which will roll up to the mSCOA classification. 

The system design must allow for any output reflecting in the GL to be drilled 

down in the GL to the source documents without having to log into another sub-

system

The financial system must provide for a detailed GL, a Trial Balance and Draft 

version of the Annual Financial Statements (AFS)

7. Human Resources and 

Payroll

15. Human resources and payroll 

management (from organizational 

structure, to recruitment, termination, 

retirements, resignation, salary scales 

and benefits, filled and vacant position, 

forward planning, and budgeting)

The approved organogram must be loaded onto the HR system and every 

employee must occupy a duly established position with a unique ID code and 

that is funded at the right scale and benefits. Only employees occupying funded 

positions must be remunerated.

The Performance Management System must give effect to chapter 6 of the 

Municipal System Act (2000) and there should be performance contracts of 

senior management and all levels of officials.

Municipalities may have different payroll for various level and types of 

employment such as council payroll, executives, fixed term contracts, and EPWP 

casuals.

System Functionality Applicable Business Process Expected Design Features of the system
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KEY BUSINESS PROCESSES AND MINIMUM 
SYSTEM SPECIFICATIONS

• Cognisance should be taken that the category of municipality determines
functionality requirements. Municipalities are divided into the following categories:

• Category A – Metros

• Category B1 – Secondary cities

• Category B2 – Large towns

• Category B3 – Small towns

• Category B4 – Mostly rural

• Category C1 – Districts without billing

• Category C – Districts with billing

• MFMA Circular 80 and its Annexure B (dated 18 October 2016) provides further
details on the minimum system functionality and business process requirements
that should be incorporated in the municipality’s financial management system to
enable successful transacting in the mSCOA classification.

• On completion of the mSCOA system audits the minimum business processes and
system specifications currently in MFMA Circular 80 will be regulated (2022).
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KEY BUSINESS PROCESSES AND MINIMUM 
SYSTEM SPECIFICATIONS

• A municipality must also ensure that it has access to ICT hardware (such as
computers and servers), software (programmes such as Microsoft) and licences
(to be able to use the software) that is sufficient to run the chosen financial
management system.

• Since technology is changing constantly, it is not enough to purchase ICT
hardware, software and licences once off, but these ICT components must be
maintained, upgraded and renewed as and when required to be able to
optimally use the financial management systems

• It is also important that the municipality is utilising a core financial system
solution that can accommodate its ICT connectivity needs. If your municipality
is in a rural area with poor connectivity, web based backups might not be
possible.

• The relevant municipal officials must be sufficiently capacitated on all system
modules and functionalities to use the financial management system.

• A suitably qualified System Administrator should also be appointed and the
required IT securities and delegations must in place.
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THANK YOU

For additional information on national and 

provincial budgets, please visit our new budget 

data portal: https://vulekamali.gov.za

For information on local government finances, 

please visit: https://municipalmoney.gov.za
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