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T H E  B U S I N E S S  C H A L L E N G E .

The introduction of the Municipal Standard Chart of Accounts 
(mSCOA) by the South African National Treasury has altered the 
South African municipal operating environment.

mSCOA is a financial-reporting regulatory reform that will come into 
full effect on 1 July 2017. It represents a business-process-focused 
project that standardises all municipal accounting practices and 
reporting across the country. Every municipality and municipal 
entity has a chart of accounts that lists all accounts used in the 
general ledger. The ledger is leveraged by municipal accounting 
software to aggregate information into an entity's financial 
statements. mSCOA targets municipal operations by enforcing a 
standardisation of municipal account numbers and descriptions in 
their charts. As seen in Figure 1 below, mSCOA enforces the uniform 
collection of local government transactional information around 
seven key segments and fifteen fundamental business processes. 

Municipalities are infrastructure-intensive organisations and make 
use of information management systems such as IMQS to effectively 
manage their infrastructure landscape, both in terms of finance and 
engineering. Therefore, all municipal reporting on 
infrastructure-asset-related expenditure must conform to mSCOA 
requirements. This requires the municipality to align business 
processes and link information management systems with mSCOA 
segments.

Overstrand Local Municipality (OLM) is one of 19 local 
municipalities where mSCOA is being piloted. Since 2015, IMQS has 
supported OLM’s Infrastructure Asset Management (IAM) 
objectives, with important reference to the integrated, GIS-enabled 
IMQS Financial Asset Register (FAR). For OLM to achieve mSCOA 
readiness, IMQS has aligned its software with the mSCOA 
requirements and helped OLM develop the appropriate systems and 
processes to facilitate a smooth and timely transition. 

T H E  C L I E N T

The Overstrand Local Municipality is a Category B 

municipality located within the Overberg District in the 

Western Cape Province. It borders the Indian Ocean in 

the south, having a vast stretch of coastline. With an 

area of 1 708km², it is the smallest of four municipalities 

in the district, making up 14% of its geographical area. 

The seat of Overstrand is Hermanus. Overstrand Local 

Municipality was selected by National Treasury as one 

of 19 mSCOA vendor pilots. mSCOA comes into full 

effect on 1 July 2017.
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B U S I N E S S  B E N E F I T S
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T H E  S O L U T I O N .

The foundation of mSCOA-ready Infrastructure Asset 
Management is the standardisation of processes, on the one 
hand, and the definition of accountability and transparency of 
information across all stakeholder groups, on the other.  

At Overstrand, the first step was to identify and define the systems 
and processes that underpin OLM’s overall mSCOA approach and 
full life-cycle asset management strategy. To clearly define 
responsibility and accountability in terms of infrastructure 
expenditure, IMQS strategically defined all standard business 
processes across OLM’s departments. An “As-is analysis” was 
conducted to identify current business-process shortcomings. The 
exercise highlighted inconsistencies in terms of processes followed 
between departments and pointed to where responsibility was 
vague, as well as the method of communication fragile.  For example, 
alarming disconnects between Engineering and Finance 
Departments, a disjuncture that is not unique to OLM, were 
unearthed. The next step was to draw up “To-be business process 
documents” that portray how, through the use of IMQS and systems 
integration, current manual interventions can be replaced. 

On the systems side, financial budgets are set up within OLM’s 
Financial System, where all mSCOA segments are included within 
each budget line. The IMQS Work in Progress Register enables the 
unbundling of components. To determine the cost of each unbundled 
component, IMQS applies an algorithm based on unit rates to 
apportion the total project cost. This process is informed by data 
derived from the received project expenditure across all 
components. Once the components are ready for physical use, and 
the apportioning of costs is complete, the components are 
capitalised from the IMQS Work in Progress Register to the 
Financial Asset Register. 

All FAR-component updates are processed via transaction forms. 
These transaction forms enable the implementation of authorisation 
levels during the update process, as well as the ability to associate 
mSCOA segments to the asset transaction in progress. Users are 
able to select from the National Treasury-supplied mSCOA 
classifications within IMQS to link the transaction to the seven 
segments.  Once updates are approved, they are committed to the 
FAR. An mSCOA journal entry is created for both the debit and 
credit legs of each transaction. Journal entries are stored within the 
IMQS mSCOA Journal database and then fed into the OLM 
Financial System’s mSCOA Journal database. Finally, the entries are 
communicated to National Treasury by the municipality’s accounting 
software. 

T H E  B U S I N E S S  B E N E F I T S .

IMQS utilises an end-to-end value-led approach that looks 
at the core industry needs from a people, process and 
systems view.  

The implementation of an mSCOA-compliant GIS-enabled 
Financial Asset Register at OLM has not only supported this 
municipality’s mSCOA readiness but put OLM on the road to 
comprehensive Lifecycle Asset Management. The 
foundation for comprehensive Infrastructure Asset 
Management has been laid in terms of asking the hard 
questions regarding business processes, as well as the 
communication and distribution of information between 
municipal departments. A systematic, technology-driven 
roadmap towards overcoming challenges has been 
constructed that will guide further change.

The IMQS FAR is one block in the comprehensive solution 
that affords a municipality a one-world-view of their 
infrastructure landscape, both in terms of finance and 
engineering. A full solution harnesses the power of additional 
products such as Project Control System and Maintenance 
Management Module that speak to each other in one 
integrated system. This holistic systems approach ensures 
that operations are run with improved efficiency and 
effectiveness. Ultimately, the reputation of an organisation is 
enhanced through improved financial performance, capital 
investment decisions and service delivery.
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Figure 1
Seven mSCOA Segments and Fifteen Business Processes 
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