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mSCOA Treatment of Free Basic Services

Consistently with Standards of GRAP 9 and GRAP 23 read with
IGRAP 1, municipalities should not gross up revenue to reflect the
Cost of Free Basic Services covered by the equitable share, or
Revenue Foregone in the annual financial statements.

Revenue disclosed on Table A4 should be net revenue excluding revenue

foregone



mSCOA Treatment of Free Basic Services

Currently according to national policy, free basic
services includes 6kl of water, 50kWh electricity,
free sewerage and free weekly refuse removal for
households earning less than the prescribed
amount

Amounts provided to the indigent consumers must be recorded at
cost through the billing system.

Contra the cost of the free basic services: Credit the debtors
account and debit the relevant mSCOA revenue component of the
chart.
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mSCOA Treatment of Free Basic Services

Example: Indigent Debtor incurs a total bill of R1000.00 for electricity
usage of which, R200.00 is the cost of free basic services (50 KWh).

(Funded from the “Basic Services Component” of the Equitable Share)

DEBIT

Trade and other
Receivables:
Electricity

Trade and other
Receivables:
Electricity

Revenue: Services
Charges:
Electricity

CREDIT

Revenue: Services
Charges:
Electricity

Revenue: Services
Charges:
Electricity

Trade and other
Receivables:
Electricity

AMOUNT

800.00

200.00

200.00

DESCRIPTION

Collectable
revenue

Cost of free basic
services

Reducing the
debtor’s payable
debt by the cost of
free basic services



mSCOA Treatment of Free Basic Services

DEBIT

Trade and
other

Receivables:

Electricity

Trade and
other

Receivables:

Electricity

Revenue:
Services
Charges:
Electricity

CREDIT

Revenue:
Services
Charges:
Electricity

Revenue:
Services
Charges:
Electricity

Trade and
other

Receivables:

Electricity

AMOUNT

Fund

800.00 General

Revenue:

Service Charges:

Electricity

200.00 General
Revenue:

Equitable Share

200.00 General
Revenue:

Equitable Share

Project

Default

Default

Cost of Free Basic
Services:
Electricity



mSCOA Treatment of Free Basic Services

All cost of free basic services and revenue foregone items are accommodated

in the project segment. These projects will be linked to the schedules.

Cost of Free Basic Services

Electricity (50 kw h per household per month)

Waste Water Management (free minimum level service)
Waste Management (removed once a w eek)

Water (6 kl per household per month)

Revenue Cost of Free Services

Hectricity (Other Energy)

Housing (Top Structures)

Rental Rebates

Waste Management

Waste Water Management

Water | |
Property Rates Rebate

Bona Fide Farmers Rebate or Exemption
Indigent Ow ners|

Pensioners/Social Grants

Temporary Relief Rebate

Phase-in Reductions/Discounts

General Residential Rebate (excess exceeding R15000 Threshdg
Discretionary | |

Disaster or Adverse Conditions
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Linking Cost of Free Basic Services to SA1, SA9, SA10 which

Feeds to A1 Schedules

Extract of SA1

Service charges - electricity revenue

Total Service charges - electricity revenue

less Revenue Foregone (in excess of 50 kwh per
Indigent household per month)

less Cost of Free Basis Services (50 kwh per indigent
household per month)

Net Service charges - electricity revenue

Project: Cost of Free Basic Services: Electricity
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mSCOA Treatment of Subsidised Basic Services

Example: Debtor incurs a total bill of R1000.00 for electricity usage of

which, R200.00 is the discretionary discount. (Council decision) Funded from
rates and tariffs)

DEBIT CREDIT AMOUNT DESCRIPTION
Trade and other Revenue: Services 800.00 Collectable
Receivables: Charges: Electricity revenue

Electricity
Trade and other Revenue: Services 200.00 Subsidised
Receivables: Charges: Electricity Discount
Electricity
Revenue: Services  Trade and other 200.00 Reducing the
Charges: Electricity Receivables: debtor’s payable
Electricity debt by the

subsidised discount



mSCOA Treatment of Subsidised Basic Services

DEBIT

Trade and
other

Receivables:

Electricity

Trade and
other

Receivables:

Electricity

Revenue:
Services
Charges:
Electricity

CREDIT

Revenue:
Services
Charges:
Electricity

Revenue:
Services
Charges:
Electricity

Trade and
other

Receivables:

Electricity

AMOUNT

Fund

800.00 General

Revenue:

Service Charges:

Electricity

200.00 General

Revenue:

Service Charges:

Electricity

200.00 General

Revenue:

Service Charges:

Electricity

Project

Default

Default

Revenue Cost of
Free Basic
Services:
Electricity
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Linking Cost of Subsidised Basic Services to SA1, SA9, SA10

which Feeds to A1 Schedules

Extract of SA1

Service charges - electricity revenue

Total Service charges - electricity revenue

less Revenue Foregone (in excess of 50 kwh per
Indigent household per month)

less Cost of Free Basis Services (50 kwh per indigent
household per month)

Net Service charges - electricity revenue

Project: Revenue Cost of Free Basic Services:
Electricity
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mSCOA Treatment of Property Rates Rebates

Example: A Pensioner incurs a total bill of R1000.00 for property rates
of which, R200.00 is the rebate.

DEBIT

Receivables- Non
Exchange:
Property Rates

Receivables- Non
Exchange:
Property Rates

Revenue: Property
Rates: Residential

CREDIT

Revenue: Property
Rates: Residential

Revenue: Property
Rates: Residential

Receivables- Non
Exchange:
Property Rates

AMOUNT DESCRIPTION
800.00 Collectable
revenue
200.00 Property Rates
Rebate
200.00 Reducing the

debtor’s payable
debt by the
property rates
rebate



mSCOA Treatment of Property Rates Rebates

DEBIT

Receivables-
Non
Exchange:
Property Rates

Receivables-
Non
Exchange:
Property Rates

Revenue:
Property
Rates:
Residential

CREDIT

Revenue:
Property
Rates:
Residential

Revenue:
Property
Rates:
Residential

Receivables-
Non
Exchange:
Property Rates

AMOUNT

800.00

200.00

200.00

Fund

General Revenue;

Taxes: Property
Rates

General Revenue;

Taxes: Property
Rates

General Revenue:

Taxes: Property
Rates

Project

Default

Default

Property Rates
Rebates:
Pensioners
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Linking Property Rates Rebates to SA1, SA9, SA10 which

Feeds to A1 Schedules

Extract of SA1

REVENUE ITEMS:

Property rates

Total Property Rates

less Revenue Foregone (exemptions, reductions
and rebates and impermissible values in excess of
section 17 of MPRA)

Net Property Rates

Project: Property Rates Rebates: Pensioners
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