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The Financial Procedure Act 1957 (Act 61), known in Malay as Akta Tatacara Kewangan 1957 , serves as the

cornerstone of public financial administration in Malaysia. Originally enacted to provide for the control and

management of the public finances of the Federation and the States, this Act has undergone several revisions

(notably in 1972) to adapt to the evolving complexities of modern governance. For technical professionals, auditors,

and civil servants, understanding Act 61 is not merely a legal requirement but a fundamental necessity for ensuring

accountability and transparency in the handling of public funds.

The Legislative Framework of Malaysian Public Finance

To understand Act 61, one must first recognize its position within the hierarchy of Malaysian law. The authority for 

financial management is derived directly from the Federal Constitution, specifically Articles 96 to 112, which 

govern financial provisions. Act 61 translates these constitutional mandates into actionable procedures. It is further 

operationalized through the Treasury Instructions (Arahan Perbendaharaan - AP) and Treasury Circulars 

(Pekeliling Perbendaharaan - PP).

The Act serves three primary functions: defining the management of the Consolidated Fund, establishing the

roles of financial officers, and providing a legal mechanism for the recovery of losses through surcharge actions.

Without the structured framework of Act 61, the allocation, expenditure, and auditing of government revenue would

lack the necessary checks and balances required to prevent misappropriation and inefficiency.

The Consolidated Fund: The Central Reservoir

At the heart of the Act is the concept of the Consolidated Fund (Kumpulan Wang Disatukan). Under Section 7 of

Act 61, all revenues and moneys raised or received by the Federation or a State shall be accounted for in three

separate accounts within the Consolidated Fund:

•  Consolidated Revenue Account: Where all revenues (taxes, duties, fees) are credited and from which ordinary 

expenditures are met.

•  Consolidated Loan Account: Where all moneys raised by way of loan are credited.

•  Consolidated Trust Account: Where all trust moneys are credited, including those governed by Section 9 and 

Section 10 of the Act.

In-Depth Analysis of Trust Accounts (Akaun Amanah)

One of the most complex areas of Act 61 involves the establishment and management of Trust Accounts (Akaun 

Amanah). These are specialized financial vehicles designed to hold moneys intended for specific purposes,

separate from general revenue expenditure.

Section 9 vs. Section 10: Legal Distinctions

The Act distinguishes between Trust Funds established by law and those established by administrative action. 

Section 9 of Act 61 refers to the establishment of Trust Funds through specific legislation or the First Schedule of 



the Act. Conversely, Section 10allows the Minister of Finance to establish Trust Accounts for specific purposes

through administrative declarations.



Feature Section 9 (Trust Funds) Section 10 (Trust Accounts)

Legal Basis Specific Statute or First Schedule of 
Act 61.

Declaration by the Minister of Finance.

The Lifecycle of an Akaun Amanah (AA)

The management of a Trust Account follows a rigorous procedural workflow to ensure that the funds are not

diverted for unauthorized uses. The procedure generally follows these technical steps:

1.  Creation: A proposal is submitted to the Treasury including the Arahan Amanah, which defines the objective, 

the controlling officer, and the source of funds.

2.  Operation: Funds are received and credited to the Akaun Amanah Disatukan. Payments can only be made if 

they align with the objectives stated in the Trust Deed.

3.  Monitoring: Under Seksyen 15A, the Controlling Officer must ensure that the account balance is never in 

debit (overdrawn) and that monthly reconciliations are performed.

4.  Audit and Reporting: Annual financial statements must be prepared and submitted to the Accountant 

General’s Department.

The Role of the Controlling Officer (Pegawai Pengawal)

Under Section 15A of the Financial Procedure Act 1957, every officer appointed by the Minister or the State 

Authority as a Controlling Officer (Pegawai Pengawal)holds a massive burden of responsibility. The Controlling

Officer is typically the Secretary-General of a Ministry or the Head of a Department.

Duties and Delegations

The Controlling Officer is responsible for the collection of all revenue and the control of all expenditure under their 

jurisdiction. Section 15A(2) specifies that the officer must act in accordance with any written law and the 

instructions issued by the financial authority. A critical aspect of this role is the Surat Kuasa(Letter of Authority),

which allows the Controlling Officer to delegate certain duties to subordinate officers while retaining ultimate

accountability.

The Mechanical Workflow of Financial Control

For a Controlling Officer to effectively manage public funds, they must implement a internal control system that

follows this logic:

•  Virement (Pindah Peruntukan): Ensuring that any transfer of funds between sub-heads is done legally under 

the rules of the Treasury.

•  Commitment Control: Recording all obligations (Purchase Orders, Contracts) before they become actual 

expenditures to prevent overspending.

•  Asset Management: Ensuring that physical assets purchased with public funds are registered and maintained 

as per the Act's guidelines.

Surcharge Procedures (Prosedur Surcaj): The Accountability Mechanism

Accountability in the Malaysian public sector is enforced through the Surchargemechanism. A surcharge is a

financial penalty imposed on a government officer for losses incurred by the government due to the officer's

negligence or failure to comply with established procedures.

Grounds for Surcharge (Section 18)



According to Section 18 of Act 61, an officer can be surcharged if they are responsible for:

1.  Failing to collect any moneys owing to the Government for the collection of which they are responsible.

2.  Making, or being responsible for, any improper payment of public moneys.

3.  Being responsible for any deficiency in, or for the loss or destruction of, any public moneys, stamps, 

securities, stores, or other property of the Government.

4.  Failing to keep proper accounts or records.

5.  Failing to make any payment, or being responsible for any delay in making a payment, of public moneys to 

any person to whom such payment is due under any law or contract.

The Surcharge Process Flow

The process of imposing a surcharge is a formal legal procedure that follows a specific sequence of events:



Step Phase Description

1 Discovery The loss is discovered via internal 
audit, the Auditor General's report, or 
departmental checks.

Technical Challenges and Troubleshooting in Public Finance

Managing public finances under Act 61 is not without operational challenges. Most failures in compliance arise from 

a lack of technical knowledge or the complexity of the Arahan Perbendaharaan (AP).

Common Failure Modes

•  Deficit Trust Accounts: Often caused by spending against anticipated receipts that never materialize. Solution: 

Strict adherence to Section 10(4) and real-time monitoring through integrated financial systems like iGFMAS.

•  Unvouched Expenditure: Payments made without supporting documentation. Solution: Implementing a digital 

document management system that mandates attachment of invoices and delivery orders before a payment 

voucher can be generated.

•  Procurement Leakage: Failure to follow the competitive bidding processes outlined in the Treasury 

Instructions. Solution: Centralized e-procurement systems that automate threshold checks.

Mathematical Model for Surcharge Assessment

While surcharges are often based on the total loss, the committee often uses a "Degree of Responsibility" factor 

(D) to determine the final amount (S).S = L &times; DWhere:L = Total Financial Loss incurred by the Government.

D= Degree of Negligence (expressed as a percentage, where 1.0 is total negligence and 0.5 is shared

departmental failure).

Integration with Modern Financial Systems

Today, the manual ledgers of 1957 have been replaced by sophisticated Enterprise Resource Planning (ERP) 

systems. In Malaysia, the Integrated Government Financial & Management Accounting System (iGFMAS) is 

the primary tool used to enforce the Financial Procedure Act 1957. This system embeds the rules of Act 61 into its 

code, preventing transactions that violate the Act's provisions. For example, the system will automatically block a 

payment if the Akaun Amanah has insufficient funds, thus enforcing compliance with Section 15A automatically.

Broader Implications for Governance

The Financial Procedure Act 1957 is more than just a set of rules for accountants; it is the structural integrity of the

Malaysian state's financial house. By providing clear definitions for trust funds, the responsibilities of controlling

officers, and the consequences of negligence via surcharges, it ensures that every Ringgit of public money is

trackable and used for its intended purpose.

As the Malaysian government moves toward Accrual Accounting, the principles of Act 61 are being re-interpreted

to provide a more accurate picture of the government's assets and liabilities. However, the core philosophy remains

the same: public funds are held in trust for the citizens, and those charged with their management must act with the

highest degree of fiduciary duty. Professionals working within this framework must continuously update their

knowledge of the Act, the Treasury Instructions, and the latest Circulars to ensure that the spirit of the 1957

legislation is upheld in a 21st-century digital economy. Through rigorous application of these laws, Malaysia

continues to strengthen its fiscal discipline and maintain international confidence in its public institutions.
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