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Fiscal policy audit report of the National 
Audit Office 

The National Audit Office has conducted an audit of the contingent liabil-
ities of general government, which is included in its audit plan. The audit 
was carried out in accordance with the fiscal policy audit guidelines issued 
by the National Audit Office.

On the basis of the audit, the National Audit Office has issued an audit 
report, which will be submitted to the Ministry of Finance, Ministry of Eco-
nomic Affairs and Employment, Ministry of the Environment, the Housing 
Finance and Development Centre of Finland, Finnvera Plc and to the State 
Treasury. Copies of the report will also be submitted to the Parliamentary 
Audit Committee and the Government Financial Controller’s Function for 
their information.

Before the issuing of the audit report, the Ministry of Finance, Minis-
try of Economic Affairs and Employment, Ministry of the Environment, the 
Housing Finance and Development Centre of Finland, Finnvera Plc and the 
State Treasury were provided with an opportunity to ensure that there are 
no factual errors in the report and to give their views of the opinions of the 
National Audit Office contained in the report.

In the audit follow-up, the National Audit Office will examine which 
measures have been taken on the basis of the opinions presented in the au-
dit report. The follow-up will take place in 2020.

Helsinki 19 February 2018

Registry no. 114/51/2016

Marko Männikkö 
Deputy Auditor General 

Vuokko Mustonen 
Principal Performance Auditor 
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Conclusions

For the formulation of fiscal policy and steering of general government fi-
nances, it is important that the decision-makers have access to all essen-
tial information about the financial risks related to contingent liabilities of 
general government. Contingent liabilities include government guarantees, 
which may result in government expenditure in certain situations. Sustain-
able management of general government finances requires that all contin-
gent liabilities are identified, the related risks are assessed, and the possible 
long-term impacts on the general government balance are taken into con-
sideration. In connection with the updating of its assessment of the state of 
Finnish government finances and Finland’s compliance with fiscal policy 
rules in May 2017, the European Commission drew attention to the amount 
of guarantees provided by Finnish general government.

The purpose of the audit was to assess the management of the increas-
ing number of contingent liabilities of general government and the related 
preconditions. The main question of the audit concerned whether the man-
agement of contingent liabilities of general government is adequately taken 
into account in the formulation and steering of fiscal policy. 

According to the findings, the management of contingent liabilities of 
general government has not been sufficiently taken into account in the for-
mulation and steering of fiscal policy. The Finnish national fiscal policy 
rules do not in any way restrict growth in contingent liabilities. The EU has 
expanded the obligation to report contingent liabilities, but no limits have 
been set for growth in liabilities. The current status of sustainable financial 
management cannot be considered adequate in all respects, because no com-
prehensive calculations regarding the possible impacts on expenditure re-
sulting from the realisation of risks have been presented. Furthermore, the 
level of risk appetite has not been determined at central government lev-
el. Risk assessments are carried out at the level of individual agencies, and 
no minimum requirements have been specified regarding the contents of 
the risk assessments. 

The EU has expanded the obligation to report contingent liabilities, 
but no limits have been set for growth in liabilities

The state of the general government finances of the EU Member States is 
monitored at the EU level in accordance with the rules of the Stability and 
Growth Pact. The EU has reacted to the strong growth in contingent liabili-
ties and its potential impact on budgets of Member States by expanding the 
reporting requirements applied to contingent liabilities. However, the EU 
rules do not contain any specific restrictions concerning growth in contin-
gent liabilities, or any requirements to take related impacts into account in 
the formulation of the budgetary framework. Furthermore, Member States 
are not required to produce any comprehensive data on their risks related 
to liabilities or on the related impacts on their capability to manage poten-
tial payment obligations related to such liabilities.

In Finland, contingent liabilities are not reported in the national Stabil-
ity Programme fully in compliance with the EU rules. The reporting only 
covers data concerning the central government, and significant liabilities in 
the local government sector are not appropriately taken into account. The 
data required by the Budgetary Frameworks Directive are published on the 
website of the Ministry of Finance. 
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National fiscal policy rules do not limit growth in guarantees

The spending limits rule laid out in the Government Programme and the 
central government spending limits are an essential part of Finland’s nation-
al fiscal policy framework. However, neither of these contain provisions re-
stricting growth in contingent liabilities. Furthermore, expenditure result-
ing from contingent liabilities is not adequately taken into consideration 
in the state budget. Consequently, the budget neither contains any restric-
tions regarding liabilities.

The reporting concerning contingent liabilities has improved 
overall, but the assessment of the impacts of related risks should 
be enhanced

Over the recent years, the coverage of liabilities has been expanded in the 
Government’s annual report and the final central government accounts. 
Furthermore, since 2015, the Ministry of Finance has prepared an annu-
al overview of the central government’s financial risks and liabilities. The 
correctness of the related data has been further supported by the allocat-
ing the central responsibility for the compilation and reporting of data on 
guarantees to the State Treasury.

However, the data available about the impacts of contingent liabilities 
on the developments in central government finances and sustainability of 
financial management are not adequate in all respects. The magnitude of 
risks related to contingent liabilities remains partly vague, because no ex-
tensive scenarios regarding the possible impacts of expenditure resulting 
from the realisation of risks have been presented, and because the data on 
incurred losses are insufficient. Some data intended for publication are not 
actively communicated or utilised in the drafting of the Government’s an-
nual report or risk overview. 

The knowledge base of the decision-making process could be 
enhanced by clarifying the content requirements concerning 
economic impact assessments

The guidelines for assessing the impact of legislative proposals describe 
different methods to carry out a comprehensive assessment of expenditure 
and risks. However, no separate decision has been taken on the minimum 
data requirements for the decision-making process. According to the audit, 
economic impact assessments carried out for decisions to increase author-
isations vary in content and occasionally provide an insufficient picture of 
the related risk scenarios and foreseeable costs. In central government, the 
management of risks concerning contingent liabilities and the related de-
cision-making have been decentralized to different units. The risk assess-
ment procedure has not been harmonised, and each body can determine 
the contents of the risk assessment itself.
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Contents of the risk reporting by Finnvera to its owners have not 
been specified, and the financial supervision of Finnvera is not 
appropriately organised

The content requirements concerning the ownership control and risk re-
porting by Finnvera have not been separately specified. The liability of the 
state concerning Finnvera changed from indirect to direct in 2005. At the 
time, it was considered that the owner control and industrial policy control 
of the state over Finnvera and the related reporting should be enhanced and 
developed to improve the state’s risk management process.

However, the Internal Audit Unit of the Ministry of Economic Affairs 
and Employment does not have in place an up-to-date plan concerning the 
contents of its control activities. In practice, the control has been limited 
to reviewing the reports submitted by Finnvera and to arranging individu-
al meetings and audit visits. The lack of planning regarding the control, and 
the fact that the principles to be applied have not been specified, have hin-
dered the statutory control. In January 2018, the Ministry of Economic Af-
fairs and Employment decided on the rules that the Ministry will apply to 
its financial supervision of Finnvera Plc in the future.

Recommendations of the National Audit Office

As the amount of contingent liabilities increases, the potential realisation 
of the related risks should be better taken into account in the formulation 
and monitoring of the sustainable management of general government fi-
nances. Recommendations of the National Audit Office:
1. Risk limits for contingent liabilities resulting from government subsi-

disation activities should be specified on the basis of an overall assess-
ment of risks.

2. The Ministry of Finance should promote the creation of content re-
quirements to be applied in the drafting of guarantee decisions and de-
cisions to increase authorisations so that the financial impacts of such 
commitments are appropriately taken into account. 

3. The Ministry of Finance should clarify the risk reporting requirements 
concerning the Government’s annual report and the risk overview. The 
risk overview could be more clearly focused on the analysis of risks 
and related developments, as well as on the description of different 
risk scenarios. 

4. The Ministry of Economic Affairs and Employment should specify the 
content requirements applied to the risk reporting concerning Finn-
vera and should ensure that the supervision of Finnvera complies with 
the legislative objective of supervision in accordance with the princi-
ples governing the supervision of credit institutions.
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1 Scope of the audit

Audit objective and the audit questions

The purpose of the audit was to assess the management of the growing port-
folio of general government contingent liabilities and to evaluate the ca-
pability of general government to manage them. The main question of the 
audit was whether the management of general government contingent lia-
bilities is sufficiently taken into account in the drafting and steering of fis-
cal policy. The audit question was examined with the help of the following 
sub-questions:
1. Does fiscal policy steering contain elements the aim of which is to reg-

ulate the growth in contingent liabilities?
2. Is the picture given of the contingent liabilities true and fair?
3. Are the risks arising to central government from the contingent liabil-

ities properly assessed?

Main audit criteria and scope of the audit

The requirements for the information content of the planning, decision-mak-
ing and reporting concerning contingent liabilities laid down in the Euro-
pean Union law, national legislation and other guidelines and regulations 
were used as the audit criteria. The auditors compared the information 
presented in the planning, decision-making and reporting documents with 
the information content requirements laid out for the documents. They al-
so compared the information presented in different documents with each 
other so that they could assess the reliability of the information base and 
detect any deviations.

General government fiscal planning and steering at national level and 
EU-level fiscal policy rules with their reporting requirements apply to gen-
eral government as a whole. General government comprises1 central govern-
ment, local government and social security funds. When seeking answers 
to the first and second sub-questions of the audit, the auditors examined 
general government as a whole. In other areas, the focus was on central 
government level. The practices applied to the assessment of risks arising 
from the liabilities of local government and the social security funds were 
not evaluated in the audit. 

Ministry of Finance, Ministry of Economic Affairs and Employment, Min-
istry of the Environment, the Housing Finance and Development Centre of 
Finland, Finnvera Plc and the State Treasury were the entities reviewed in 
the audit. With regard to risk assessment procedures, it was decided to se-
lect the two units managing the largest liabilities in terms of their nominal 
value for a more detailed review in sub-question three: Finnvera Plc and the 
Housing Finance and Development Centre of Finland (ARA). As to Finnvera 
Plc, the focus was on the guarantees granted as part of export financing. In 
ARA, the focus was on the guarantee and subsidised loans granted from the 
National Housing Fund. In this audit, these liabilities are considered as con-
tingent liabilities arising from government subsidisation activities.

Economic significance

Government guarantees account for a large proportion of all contingent li-
abilities. The nominal value of all government guarantees totalled EUR 46 
billion at the end of 2016 (Table 1). Even though the guarantees have not 
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2014 2015 2016   

Finnvera 17.46 22.64 22.60

Total liabilities arising from export and special guar-
antees 12.60 16.28 15.3

Domestic liabilities 2.32 2.25 2.23

Government guarantees for loans 2.55 3.94 4.85

Student loans 1.77 2.01 2.33

EFSF (European Financial Stability Facility) 6.61 6.23 6.28

Bank of Finland 7.92 0.46 0.61

Government funds 11.84 12.31 13.10

National Housing Fund 11.80 12.26 13.06

Development Fund of Agriculture and Forestry 0.03 0.04 0.04

State Guarantee Fund 0.00 0.00 0.00

Other 0.34 0.59 1.05

Total 38.62 44.24 45.97

Table 1: Government guarantees between 2014 and 2016, EUR billion3

Table 2: Debts of public corporations (outside general government)

2013 2014 2015

EUR million 72,399 77,515 90,311

Per cent of GDP 35.96 37.80 43.18

generated substantial losses in recent years, the risk nevertheless exists. 
The substantial export guarantee portfolio in particular may expose cen-
tral government to major losses: between 1983 and 1996, export guarantees 
generated cumulative losses of about EUR 800 million and as a result, a cu-
mulative surplus was not achieved until 2005. When financing costs are in-
cluded in the total, the loss was about one billion euros.2

In comparisons between EU Member States, the guarantees provided 
by Finland's general government entities amounted to about 28 per cent of 
the GDP in 2015. Debts of public corporations outside general government 
are considered as implicit contingent liabilities, as laid down in the Budget-
ary Frameworks Directive. According to Eurostat, these liabilities totalled 
about EUR 90 billion3 in Finland at the end of 2015 (Table 2).

Contingent liabilities

Contingent liabilities can be defined in at least three different ways: 
1. in accordance with International Accounting Standards (IAS 37 and 

IPSAS 19)
2. based on national accounts (ESA 2010, 5.08–5.11) 
3. from the macroeconomic perspective. 

The macroeconomic perspective also covers implicit contingent liabil-
ities. The amount of the liabilities of central government or the public sec-
tor also depends on what is meant by central government, public sector 
and liabilities. 
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Direct liabilities:  
These are based on events that do not 
involve any material uncertainties

Contingent liabilities:
The realisation of an event is conditional on 
the realisation of another event

– central government debt
– interest on central government debt
– state budget expenditure (for the current 
fiscal year + the expenditure to which a 
statutory commitment of more than one 
year has been made)
– other contractual liabilities

– Government guarantees
– export financing liabilities (government 
export guarantees, interest equalisation 
and credits, compensating credit losses and 
guarantee losses arising from SME financing)
– on demand capital contributions in 
international financial institutions

– future pensions (if not on a statutory basis)
– social security system (if not on a statutory 
basis)
– financing of the future health care system 
(if not on a statutory basis)
– future expenditure arising from public 
sector investments

– deposit guarantee
– other support to the banking sector
– state-owned companies (increase of 
share capital to retain ownership share or to 
secure operational capability)
– debts of public corporations

Explicit

Implicit

Realisation of liability

Figure 1: Central government risks (adapted from Polackova 19986, Ministry of Finance 20157)

General government: central government, local government and 
social security funds

In the European Union, deficit and debt statistics are based on the nation-
al accounts compiled in accordance with ESA 2010 and in the sectoral clas-
sification used in the system. In this classification, the public sector is re-
ferred to as general government.5

Under the national accounts, general government comprises 
 – central government (on-budget entities and other central govern-

ment units)
 – local government (municipalities, joint municipal authorities, Pro-

vincial Government of Åland and other local government units)
 – social security funds (employment pension institutions and other so-

cial security funds)

Division of liabilities 

The liabilities can be divided into categories, depending on their basis and 
realisation (Figure 1).

Explicit contingent liabilities include government guarantees. A situa-
tion where the government is expected to support the banking system in a 
crisis affecting the financial system can be considered an implicit contingent 
liability. The main difference between the above liabilities concerns the de-
gree of commitment to the contingent liability. When the government liabil-
ity is clearly based on legislation or an agreement, it is a question of an ex-
plicit contingent liability. An implicit contingent liability on the other hand 
concerns an obligation arising from political pressures or citizens’ expec-
tations: the government is expected to assume the ultimate responsibility 
for the obligations. An implicit liability can also be made into an explicit li-
ability. For example, the government can state the maximum amount cov-
ered by the deposit guarantee. 
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2 Is fiscal policy steering used to 
regulate the growth in contingent 
liabilities?

The spending limits rule laid out in the Government Programme and central 
government spending limits set out in Finland's national fiscal policy rules 
do not contain elements that would limit the growth in contingent liabilities. 

The European Union has made the coordination of fiscal policy more ef-
fective by including additional reporting obligations concerning contingent 
liabilities in the preventive and corrective arms of the Stability and Growth 
Pact. The Budgetary Frameworks Directive is the key instrument regulat-
ing the reporting on and publication of contingent liabilities. No targets or 
limits have been set for the total amount of contingent liabilities, however. 
Furthermore, considering the impacts of contingent liabilities in the budg-
etary framework has not been set as a requirement (in other words, no con-
sideration is given to any payment obligations connected with contingent 
liabilities).

2.1 No limits have been set to the growth in 
contingent liabilities 

Fiscal policy rules do not contain any factors limiting the growth in contin-
gent liabilities (Table 3). 

Regulation, guidelines Requirement to present information 
Does it contain a 
limit to the growth in 
contingent liabilities 
(yes/no)

Central government 
spending limits and the 
spending limits rule set 
out in the Government 
Programme

On-budget expenditure No

Preventive arm of the 
Stability and Growth Pact

Indirect liabilities arising from the 
ageing of the population and contingent 
liabilities, such as public guarantees, 
that may have a major impact on 
general government fiscal position must 
be detailed in the stability programme.

No

Corrective arm of the 
Stability and Growth Pact

When preparing the report required 
under the Treaties, the European 
Commission will take into consideration 
all relevant factors, to the extent 
that they have a major impact on the 
assessments of compliance with the 
deficit and debt criteria in the Member 
State in question.

No

Budgetary Frameworks 
Directive

Member States must publish relevant 
information on contingent liabilities 
with potentially large impacts on public 
budgets.

No

Regulation 473/2013 
Euro area member states must submit 
to the European Commission their draft 
budgetary plans for the forthcoming 
year by 15 October.  

No

Regulation 473/2013
Separate reporting requirements, until 
the abrogation of the excessive deficit 
procedure.

No

Fiscal Policy Act 
(869/2012)

Under the act, the Government has 
issued a decree on General Government 
Fiscal Plan (120/2014). The act 
contains provisions on the setting of 
the medium-term objective for general 
government fiscal position.

No 

Table 3: Legislative basis for fiscal policy rules
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For many years, the focus in the fiscal policy rules of the EU has been on 
the general government deficits and debt targets and their monitoring. With 
the six-pack and two-pack legislative packages, the European Union added 
new reporting obligations concerning contingent liabilities to the preven-
tive and corrective arms of the Stability and Growth Pact. Two regulations 
(1175/2011 and 1177/2011) and in particular the Budgetary Frameworks Di-
rective are the key pieces of legislation steering the reporting on contingent 
liabilities. Under the directive, Member States have an obligation to publish 
details on contingent liabilities. The key sections of the inter-governmental 
fiscal policy treaty concluded in 2013 were also incorporated into the Finn-
ish legislation by means of the Fiscal Policy Act (869/2012)8. The spending 
limits rule laid out in the Government Programme and the central govern-
ment spending limits are an essential part of Finland’s national fiscal pol-
icy framework. The decision on central government spending limits is in-
cluded in the General Government Fiscal Plan. In addition to the policies 
laid out in the Government Programme, the Government's fiscal policy is 
also steered by binding statutory and contractual objectives. The most im-
portant of them is the medium-term objective for structural financial posi-
tion set on the basis of the Fiscal Policy Act.

Central government balance sheet management has been examined on 
several occasions. In a number of reports commissioned by the Ministry of 
Finance9, development of analyses supplementing balance sheet reviews 
(balance sheet and risk scenarios, stress tests and solvency analyses) have 
also been examined. Changes in the balance sheet position and the sensitiv-
ity of the economic position to such factors as risks arising from guarantee 
decisions are not currently examined in spending limits reviews. The Par-
liamentary Audit Committee has on several occasions proposed that the re-
porting on liabilities should be on a more comprehensive basis.

2.2 Preventive arm in practice: Finland’s 
stability programme

It is stated in Finland’s General Government Fiscal Plan that it also contains 
Finland’s Stability Programme and meets the EU’s requirement for a nation-
al medium-term fiscal plan.

Details of central government liabilities and risks are given in Chapter 4 
of the General Government Fiscal Plan. At the end of the chapter it is stat-
ed that the ‘costs arising from the triggering of central government liabil-
ities may impose a significant burden on the economy. This highlights the 
importance of careful monitoring and management of central government 
financial liabilities, particularly in the current volatile external environ-
ment condition’. It is also stated that central government liabilities and the 
risks arising from them are discussed in more detail in the risk report pub-
lished by the Ministry of Finance. Issues connected with these matters are 
reviewed in detail in the Chapter 3 of the audit report.

Changes in the balance sheet 
position and the sensitivity of 
the economic position to such 
factors as the risks arising from 
guarantee decisions are not 
examined in spending limit reviews
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2.3 Corrective arm in practice: Commission's 
assessment of Finland

On 22 May 2017, the European Commission updated its assessment10 of the 
exceeding of the benchmarks laid down in TFEU in Finland. In addition to 
the debt ratio, the Commission also reviewed what are called relevant fac-
tors that may have an impact on the debt level.

In its report, the Commission discusses the value of general government 
guarantees in relation to GDP in 2016. The conclusion is that the ratio (21.5%) 
is high compared with other Member States. About one half of all govern-
ment guarantees were guarantees to companies (excluding housing com-
panies). Guarantees have been provided to a large number of non-financial 
companies, mostly through the state-owned financing company Finnvera, 
which promotes exports and business growth. According to the report, the 
guarantees on housing loans taken out by private households accounted for 
28% of the total at the end of 2016. It is stated in the report that both types 
of guarantees have almost doubled since 2010 and that the rest of the guar-
antees are connected with the European Financial Stability Facility and stu-
dent loans. It is mentioned at the end of the report that so far the losses aris-
ing from the guarantees have been small. 

When assessing the guarantees in its report, the European Commission 
presents the amounts of the guarantees but does not give any figures de-
scribing the losses arising from them. There is no information in the report 
on how the potential impacts of the guarantees on debt levels have been as-
sessed and the impacts that the guarantees might have on expenditure are 
not discussed either. It is impossible to draw any conclusions from the re-
port on how government guarantees impact the sustainability of general 
government finances. 

2.4 A new directive: All Member States 
are now obliged to publish details of 
significant contingent liabilities

Most of the new requirements are contained in the Council directive on re-
quirements for budgetary frameworks of the Member States11 (Budgetary 
Frameworks Directive). Under Article 14(3) of the directive, ‘For all sub-sec-
tors of general government, Member States shall publish relevant informa-
tion on contingent liabilities with potentially large impacts on public budg-
ets, including government guarantees, non-performing loans, and liabilities 
stemming from the operation of public corporations, including the extent 
thereof. Member States shall also publish information on the participation 
of general government in the capital of private and public corporations in 
respect of economically significant amounts’.

The directive does not lay down any specific elements limiting the growth 
in contingent liabilities. Publication of the information required under the 
Budgetary Frameworks Directive in Finland is the responsibility of the Min-
istry of Finance. Under the directive, Finland must present information that 
may have an impact on medium-term planning of general government fi-
nances. There is no requirement to publish estimates or calculations of how 
contingent liabilities could impact general government finances. Informa-
tion that has to be published under the directive is reviewed in more detail 
in Chapter 3 of the audit report.
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3 Is the picture given of the 
contingent liabilities true and fair?

As a whole, a great deal of information on contingent liabilities is produced 
because it is provided as administrative reports (final accounts and risk re-
ports) and as statistics or as notes to them. However, the picture given of 
the sustainability of financial management cannot be considered adequate 
in all respects. 

The magnitude of the risks arising from contingent liabilities remains in 
many respects unclear as the focus in the reporting is on the amount of the 
existing liabilities. Some of the information intended for publication is not 
actively discussed or it is not utilised in the drafting of the Government’s 
annual report or the risk report. The complex structure of some liabilities 
makes it difficult to interpret the total amounts. Local government liabili-
ties are not reported in an explicit manner.

The risks arising from the liabilities should be described in a more sys- 
tematic manner, for example by producing overall assessments of risk trends, 
comprehensive risk scenarios and comprehensive figures of the payments 
made due to calls of guarantees. This would provide important additional 
information on the risks arising from the liabilities as a whole.

The situation should be improved by updating the contents of the risk 
report and by developing the information content of the Government's an-
nual report and the General Government Fiscal Plan, for example by using 
international models as a basis. This would also ensure that the requirement 
laid down in the State Budget Decree that the significance of risks must be 
reviewed in the Government's annual report is met.

3.1 Even though there is a great deal 
of reporting, the overall picture is 
characterised by a broad range of 
different interpretations

A large amount of information is published and there are often 
differences in the concepts used

As a whole, a great deal of information on contingent liabilities is produced 
because it is provided as administrative reports (final accounts and risk re-
ports) and as statistics or as notes to them (Table 4).

The risk report, the Government's annual report, final central govern- 
ment accounts, General Government Fiscal Plan and different statistics pro- 
vide an extensive but partially fragmented picture of the trends in contin-
gent liabilities. A large amount of information is provided but one can only 
get a comprehensive picture of the situation if one examines figures obtained 
from a broad range of different sources. Differences in coverage and con-
ceptual differences also mean that the figures presented in different reports 
are not identical. On a positive note, Statistics Finland, the State Treasury 
and the Ministry of Finance have taken joint action to consider the differ-
ences between the reports and to eliminate differences that are not justified.

Getting a comprehensive 
picture requires combination 
of information
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Publication 
frequency

Total guarantees at 
the end of 2016,  
EUR billion

New and 
expired 
guarantees

Payments 
made

Amounts 
recovered Itemisation of guarantees

Government’s 
annual report annual

46.0 (incl. those 
granted by Finnvera 
and EFSF)

no in part in part
itemisation according 
to legislative basis and 
guarantee beneficiary

General 
Government 
Fiscal Plan

annual
46.0 (incl. those 
granted by Finnvera 
and EFSF)

no no no
itemised according to 
the most important 
guarantee types

MOF risk report annual
46.0 (incl. those 
granted by Finnvera 
and EFSF)

no in part in part
itemisations according 
to guarantee types and 
guarantee beneficiary

Statistics 
compiled by 
Statistics Finland

on a 
quarterly 
basis

45.3 (incl. those 
provided by Finnvera 
and EFSF)

yes yes yes aggregated by beneficiary 
sector

Statistical 
database of the 
State Treasury

on a half- 
yearly 
basis

46.0 (incl. those 
provided by Finnvera 
and EFSF)

no no no
broken down according 
to the most important 
guarantee types

Eurostat 
statistics annual

59.3 (year 2015, incl. 
those provided by 
Finnvera and local 
government)

no no no

broken down into 
standard guarantees 
and one-off guarantees, 
itemised by provider 
sector

IMF/SDDS page
on a 
quarterly 
basis

45.3 (incl. those 
provided by Finnvera 
and EFSF)

yes no no fully aggregated

Table 4: Reports describing guarantee information

The guarantee arrangements connected with Finnvera’s activities impact 
the interpretation of the total amounts given in administrative and statis-
tical reports. For example, the relationship between the government guar-
antees received by Finnvera for its fundraising and the export credits pro-
vided by the Finnvera group complicates the interpretation of the figures. 
It is pointed out in the Ministry of Finance’s 2017 risk report that the lia-
bilities connected with export guarantees and the guarantees received by 
Finnvera for its fundraising are not cumulative in the sense that they could 
all be fully realised. It is also stated in the report that, to the extent that the 
debts guaranteed by the state have been used for financing export credits, 
the state does not have double liability. In practice, this means that the com-
bined total liabilities given in the reports do not as such describe the maxi-
mum state exposure to financial losses.

According to the figures submitted by Finland to Eurostat, local gov-
ernment guarantees totalled EUR 22.2 billion at the end of 2015. The risk 
report of the Ministry of Finance also contains information on guarantees 
provided by municipalities. However, the relationship between these fig-
ures and the information supplied to Eurostat remains unclear. This increas-
es the uncertainty connected with the total amount of general government 
guarantees and the interpretations of it. Finland has also attached a note to 
the information sent to Eurostat that because the sources used are not fully 
comprehensive, the figures describing the total local government guaran-
tees also contain internal general government guarantees.

Statistics Finland published statistical information on government guar-
antees until February 2017 as separate statistics and after that the figures 
have been included in the statistics ‘General government debt by quarter’. 

There is uncertainty concerning 
the total amount of guarantees

The differences between the reports concern such matters as the infor-
mation publication frequency and the coverage with regard to the events 
impacting the stock of guarantees (Table 4). The differences are also reflect-
ed in the total amount of guarantees reported in the publications.



21

Based on the source information used in the statistics, Statistics Finland al-
so supplies information to Eurostat as part of the reporting on general gov-
ernment deficits and debts and the reporting required under the Budgetary 
Frameworks Directive. The guarantee information collected by Statistics 
Finland is also relayed to the information contents meeting the requirements 
of the SDDS standard defined and coordinated by the IMF. The State Treas-
ury has also published information of the guarantees it manages in its sta-
tistical database and in August 2017, it expanded the data content to cover 
other government guarantees.

Fragmented reporting and vagueness concerning the information pro-
vision responsibilities may lead to an inadequate overall picture of the risk 
position. The picture of the actual losses relayed to Parliament, other de-
cision-makers and the general public cannot be considered adequate. The 
reporting on the substantial guarantee loss incurred by Finnvera in 2016 
demonstrated the existence of the problem. The reports published on the 
matter did not give a clear picture of the amount of the actual losses and 
the payments made. From the perspective of transparent financial manage-
ment, provision of information on substantial losses and the impacts of the 
hedging arrangements should be comprehensive and the information pro-
vision responsibilities clearly defined.

3.2 Contingent liabilities are now more 
extensively reported

The liabilities are now discussed more extensively in the 
Government's annual report and the work to centralise the 
information base has started

Under section 18 of the State Budget Act (423/1988), the descriptions of cen-
tral government finances, central government financial management and 
operational performance included in the Government's annual report must 
provide true and fair information on such issues as the central government’s 
financial position. Information on government guarantees is part of infor-
mation on central government’s financial position. Under the amendments 
to the State Budget Decree that entered into force in 2016, the Government's 
annual report must contain a ‘review of the state of general government 
and central government finances and an assessment of the most important 
economic risks arising from central government activities and their signif-
icance’. The wording of the State Budget Decree leaves a great deal of room 
for interpretation concerning the extent of the presentation of the risks.

The section of the Government's annual report describing central gov-
ernment finances and the note 12 to the final central government accounts 
appended to the report contain information on trends in contingent liabil-
ities (government guarantees, pledges and other commitments). In the an-
nual reports on 201212 and 201313, government guarantees were only curso-
rily described. 

The 2014 annual report14 contained a concise description of the risk re-
alisation mechanisms. The guarantees granted by Finnvera were also in-
cluded in note 12 to the final accounts. In the year after that15, the scale of 
the liabilities was described more extensively, on the basis of internation-
al comparison data. In the 2016 report16, guarantees are reviewed more ex-

The overall picture of the risk 
position may remain inadequate

The State Budget Decree leaves 
room for interpretation concerning 
the presentation of risks
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tensively. The report presents EU-level comparison data on trends in total 
liability portfolios over the three preceding years, Finnvera's risk structure 
is discussed in more detail and details of guarantee fees and compensations 
for losses are also given.

 A substantial proportion of the guarantees provided by off-budget units 
is managed by the State Treasury. In May 2016, the State Treasury issued a 
regulation17 under which data on guarantees not managed by it must be sup-
plied to the State Treasury on a quarterly basis. In the State Treasury, the 
information is collected into KoTa (interest subsidy and government guar-
antee management system). The data also includes the guarantees grant-
ed by Finnvera. The concentration of the information can be considered a 
positive development as it provides the Government's annual report with a 
more unified information base.

The data content meeting the requirements laid down in the State Treas-
ury’s regulation corresponds to the information requirement laid down in 
note 12 to the final central government accounts, which in turn is defined 
in the State Budget Decree. This means that such matters as the details of 
guarantee payments made are not covered by the information collection re-
quirement. Because of the significance of such elements as payments made, 
and to ensure up-to-date and comprehensive information, it should be ex-
amined whether the KoTa data content and the information provided un-
der the State Treasury regulation should be expanded.  

Starting the publication of regular risk reports was a significant 
step forward

In 2015, a Ministry of Finance working group presented its report18 on the 
development of the reporting and management of central government fi-
nancial risks. The report discusses such contingent liabilities as the guaran-
tees granted by Finnvera, those provided as part of on-budget entities and 
extra-budget funds, central government contractual liabilities, capital lia-
bilities associated with international financial institutions, liabilities con-
nected with the management of the euro crisis, liabilities connected with 
state-owned companies and liabilities in the banking sector.

The risk report has been published annually. The description of the con-
tingent liabilities contained in the report has become more comprehensive 
each year. There has been progress in the section describing the activities of 
Finnvera and the description of the government guarantee received by the 
Bank of Finland for IMF funding is also more comprehensive than in the past. 
Likewise, the liabilities connected with the management of the euro crisis 
are now also more extensively reviewed. The estimation of scale of risk real-
isation is given in euros and uncertainty in the estimates is also pointed out. 

The General Government Fiscal Plan describes trends in 
government guarantees and capital liabilities

The risk report is published separately from the General Government Fiscal 
Plan and the Government's annual report. General government liabilities 
and risks have been only briefly described in the General Government Fiscal 
Plan each year19. The description contains a table presenting the amounts of 
the most important liability items of the government, such as guarantees and 
capital liabilities, and a brief explanation of them. In addition, the amount of 

Concentrating the information 
collection process helps to 
unify the information base

Guarantee compensations paid 
are outside the scope of the 
information collection requirement

The risk report is published 
separately from the Government's 
annual report and the General 
Government Fiscal Plan
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Debts of public corporations
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Figure 2: General government debt, guarantees and debts of public corporations in relation 
to GDP (%) in Finland between 2013 and 2015. The items should not be added up as they 
contain overlaps. For example, the government-guaranteed debts of public corporations 
are shown under guarantees and in the debts of public corporations. In this case, the risk 
can only be realised once and for this reason, adding the figures together would produce 
an excessive estimate of the liabilities. 

guarantees in Finland is also compared with the situation elsewhere in the 
EU. There is little information on the magnitude or significance of the risks 
and the risk realisation mechanisms are only described at very general level. 

The General Government Fiscal Plan has also served as Finland's stabil-
ity programme. The preparation of the stability programme is guided by a 
code of conduct20 under which the total amount of the general government 
guarantees should be given in the document. However, the reporting in the 
General Government Fiscal Plan only covers central government, which 
differs from what is set out in the code of conduct. 

3.3 The reporting at national level has not 
been developed in accordance to the 
requirements laid down in the Budgetary 
Frameworks Directive

Under the Budgetary Frameworks Directive, for all sub-sectors of general 
government, Member States must publish relevant information on signifi-
cant contingent liabilities, including government guarantees, non-perform-
ing loans, and liabilities stemming from the operation of public corpora-
tions. Member States must also publish details of their ownership in public 
corporations. 

Eurostat, the statistical office of the European Union, publishes statis-
tics21 on contingent liabilities in all Member States. In Eurostat publica-
tions22, contingent liabilities are divided into guarantees, off-balance sheet 
public-private partnerships (PPPs), and liabilities of government-controlled 
entities classified outside general government (public corporations). The in-
formation published by Eurostat also includes the details of non-perform-
ing loans. In terms of their economic importance, general government debt, 
guarantees and the debts of public corporations constitute a substantial sum 
in relation to GDP (Figure 2). 

Under the Budgetary 
Frameworks Directive, particular 
consideration should be given 
to contingent liabilities
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Information on all areas of contingent liabilities is not actively 
disseminated in Finland

The European Commission stated in 201523 that not all Member States had 
used the information based on the Budgetary Frameworks Directive to en-
hance the transparency of general government finances as they had on-
ly met the minimum requirement for the publication of information at na-
tional level. The information content meeting the requirements laid down 
in the Budgetary Frameworks Directive is difficult to find as a separate re-
port in Finland and it is not actively promoted. In Finland, transparency has 
been primarily enhanced by means of risk reports, Government's annual re-
ports and the final central government accounts and not with the reporting 
based on the directive. For this reason, the publication of the information in 
accordance with the requirements of the Budgetary Frameworks Directive 
should be assessed in relation to changes in other reporting.

The risk report published by the Ministry of Finance is the main docu-
ment containing information parallel to the content specified in the Budg-
etary Frameworks Directive. The risk report is more up to date and detailed 
source of information on guarantees. Moreover, EU-level comparisons pub-
lished by Eurostat have also been used in the risk report and the Govern-
ment's annual report. Debts of public corporations are an essential part of 
the information published under the Budgetary Frameworks Directive. 
This information is not included in the risk reports or the Government's 
annual reports.

International comparisons are useful but the information is not 
always fully comparable

In its 2017 risk report, the Ministry of Finance highlights the difficulty in 
comparing the nominal values of guarantees between countries, which is 
partially the result of differences between national reporting practices.

International comparability of the information on contingent liabilities 
is also hampered by the fact that, in addition to explicit guarantees, many 
countries also use different types of permanent and general guarantee ar-
rangements that are incorporated into the legislation, that apply to the lia-
bilities of entire companies and that are not shown in guarantee statistics. 
Other reporting and methodological solutions also have an impact on the 
scope of the guarantee statistics and there is no certainty of uniform prac-
tices across countries. 

The differences arising from reporting practices and other national ar-
rangements may be substantial. For example, in comparisons between coun-
tries, straightforward interpretations of rankings should be avoided and 
when annual changes are reported, the underlying components of changes 
need to be carefully analysed.

Information on the debts of public 
corporations is collected but it 
is not used in the reporting

It is unclear whether different 
countries present guarantee 
information in a uniform manner 
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3.4 Reporting on contingent liabilities should 
be improved

Current reporting does not give an adequate picture of the sustainability of 
the financial management. This is because the potential future expenditure 
impacts of the current liabilities are not comprehensively described. For this 
reason, the contents of the reporting should be improved, for example in ac-
cordance with the best international practices. The existing risk reporting 
has helped to provide a more comprehensive picture of the contingent lia-
bilities and it serves as a good basis for the further development of the re-
porting on this topic. In the future, different reports should be developed as 
a whole. Extensive presentation of overlapping information in different re-
ports should be avoided. This means that the significance and information 
content of each report should be more clearly defined. Especially in the de-
velopment of the content of risk reporting, consideration should be given to 
the relationship between the risk report and the Government's annual re-
port, which must be submitted to Parliament by law. In this work, the focus 
should also be on the development of the information describing financial 
risks and their significance, as required under section 68 of the State Budget 
Decree. There should be a stronger focus in the risk report on the analysis 
of risks and the reporting itself should be more concise and analytical. The 
length of the report could be shortened by leaving out information that is 
included in the Government's annual report in identical form.

The report should provide a clearer picture of the overall general govern-
ment risk position. A description of the amount and types of the local gov-
ernment guarantees should be included in the General Government Fiscal 
Plan. Moreover, details of the guarantees should also be presented in dif-
ferent reports in a uniform manner or any conceptual differences should 
be explained.

Development trends can be outlined by applying international 
models

There is substantial international variation in the reporting on contingent li-
abilities. Development trends can be found in international reporting stand-
ards and guidelines, as well as in the practices adopted by other countries. 
The Fiscal Transparency Manual24 of the International Monetary Fund 
(IMF) identifies the following areas in the reporting on guarantees: 

 – description of the type, purpose and intended beneficiaries of the 
guarantee, and its expected duration 

 – gross exposure of central government and, if possible, an estimate of 
the costs arising from the guarantee payments

 – payments made, amounts srecovered, stock of receivables, cancelled 
receivables

 – fees charged for the guarantees or other revenue. 

Similarly, in advanced-level reporting on guarantees meeting the rec-
ommendations set out in the IMF Fiscal Transparency Code25, the likeli-
hood of the triggering of guarantees is given at least on an annual basis. In 
its Fiscal Transparency Evaluation on Finland in 201526, IMF drew atten-
tion to the fact that Finland does not regularly publish information on the 
likelihood of losses.

There should be a more 
comprehensive picture of 
the sustainability of central 
government finances

Description of local government 
liabilities complements the 
information on the general 
government risk position

IMF: Finland does not provide 
regular information on the 
likelihood of losses
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Risk analyses of government guarantees and lending have been published 
in Sweden on an annual basis since 201227. The report is prepared by the gov-
ernment debt office in cooperation with the units providing and managing 
guarantees and loans. The reporting is based on the Swedish budget act un-
der which the government must report to Parliament on such issues as the 
risks and expected losses arising from guarantees and lending. 

The report covers the most important types of liabilities together, with 
the exception of deposit guarantees, which are reviewed separately. Concen-
tration of the liabilities is described geographically and on a sectoral basis. 
The most important risk concentrations are also listed (without mentioning 
the beneficiary companies). The risks arising from the liabilities are illus-
trated with scenarios, which describe the potential losses associated with 
the guarantee and loan portfolios, both at expected and unexpected levels.

The information content also provides an overall picture of the past loss-
es, revenue from recoveries and guarantee fees, as well as the net cash flow 
arising from the combined effect of the three. The risks associated with the 
deposit guarantee system are extensively described. The report also con-
tains a great deal of descriptive information about the risks associated with 
the liabilities and the likelihood of them being realised.

 As a whole, the Swedish reporting practice provides a more open and 
clearer picture of the risks associated with contingent liabilities than the 
reporting practice used in Finland. The report gives a clear picture of the 
risks arising from large losses within a timespan of a few years and the par-
ties using the information are provided with an easy-to-understand assess-
ment of the magnitude of the risks and changes in it on a year-on-year basis. 
The risk of substantial losses is comprehensively analysed in the technical 
part of the report using a broad range of different methods. The calculation 
methods and background assumptions used are described in a transparent 
manner in the appendix to the report.

More information should be provided on the liabilities of public 
corporations, realised guarantee losses and changes in the 
guarantee portfolio 

In the current situation, statistical information and administrative reports 
complement each other. Statistics contain essential information that is ab-
sent from administrative reports but on the other hand, the data protection 
requirements applying to statistics prevent a more detailed analysis of devel-
opment trends.Inevitably, this makes it more difficult to form an overall pic-
ture of the trends in contingent liabilities and the reasons behind the trends. 

For this reason, the information content of the risk report and (as ap-
plicable) of the Government's annual report should also cover new and ex-
pired guarantees, payments made (on a cash basis), revenue received from 
recoveries and guarantee fees collected. The details of new and expired 
guarantees would help to provide a more comprehensive picture of the 
changes taking place in the guarantee portfolio. At the same time, compre-
hensive details of the payments made would ensure that up-to-date infor-
mation on realised risks and, consequently, the total risks associated with 
the liabilities, is available.

The Swedish reporting 
practice gives a clear picture 
of the magnitude of the 
risks and the risk trends

Essential information on 
guarantees is missing from 
administrative reports
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In the current reporting, the risks associated with public corporations 
are only cursorily discussed. The reporting should be extended by provid-
ing an analysis of the future risks associated with public corporations. In 
the first stage, the contents could be developed to this direction by includ-
ing in the reports the existing information on the debts of public corpora-
tions. It would be important that the information collected under the Budg-
etary Frameworks Directive would be used in full.

All aspects of the euro liabilities should be described

The description of the management of the euro crisis in the risk report pro-
vides useful information on the liabilities associated with the crisis, and the 
management of the risks arising from them. The size of the risks is also as-
sessed. In 2012, the National Audit Office expressed the view28 that a situ-
ation where the indirect liabilities transferred to Finland through the Eu-
ropean Central Bank are not presented by any party together with Finnish 
government direct liabilities makes it difficult to produce an overview of 
Finland’s total liabilities and risks. 

In the compilation of euro liabilities regularly published by the Minis-
try of Finance29 it is stated that the Bank of Finland reports on its risks and 
liabilities independently. The fragmented nature of the reporting still pro-
vides an obstacle to forming an overall picture and the need for an overall 
review still exists. The operations of the Bank of Finland as part of the euro 
system also have conditional impacts on central government finances. The 
risk report and the Government's annual report should describe the Bank 
of Finland's liabilities connected with the euro crisis, the amount of the li-
abilities and the manner in which they can have an impact on central gov-
ernment revenue and expenditure.

The contents of the reporting should be developed by introducing 
clear scenarios

Even though the risk report contains concrete examples of the risks con-
nected with Finnvera and gives a particularly clear picture of Finnvera's con-
centration risk, the risk report and particularly the Government's annual 
report only provide a superficial and fragmented analysis of the risks aris-
ing from the liabilities. The reports do not contain comprehensive scenari-
os of what would happen if the risks are realised and the picture of the risk 
trends remains fragmented. For this reason, it is not entirely clear whether 
the current information content of the Government's annual report meets 
the reporting requirement concerning the significance of risks as laid down 
in the State Budget Decree.

 In the audit office's view, the risk content of the contingent liabilities 
could be described more extensively and in a more systematic manner. Both 
the examination of the risks as a whole and the review of specific sectors 
could be improved. Using Sweden as a model, there should be overall as-
sessments of the risk trends and comprehensive risk scenarios for analys-
ing expected and unexpected developments connected with compatible li-
ability categories. This would help to provide a more concrete picture of the 
potential losses, which in turn would make the parties involved more aware 
of the risks arising from the liabilities. 

The risks associated with 
public corporations are 
only cursorily discussed

The risk content of the 
liabilities could be described 
more systematically
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4 Is there any assessment of the risks 
that central government might 
incur as a result of the contingent 
liabilities?

From the perspective of the sustainability of central government financ-
es, information on the risks arising from contingent liabilities and the risk 
trends should be produced in the annual reports and when the liabilities are 
accepted. Already in 2011, the working group assessing central government 
balance sheet management pointed out that central government risks are 
rarely assessed at group level. Furthermore, no group-level limits or other 
risk limits have been set. In central government, the management of risks 
arising from contingent liabilities and the related decision-making have 
been decentralised to individual units. The risk assessment procedure has 
not been harmonised, which means that each body can determine the con-
tents of the risk assessment itself. 

The audit covered Finnvera and the National Housing Fund because 
these two bodies have the largest liability portfolios. The granting author-
isations of Finnvera are on a statutory basis, while the National Housing 
Fund's granting authorisations are laid out in the state budget. The two bod-
ies apply different decision-making and preparatory practices and they al-
so assess the risks involved in different ways. There are no obligatory infor-
mation content requirements for risk assessments, which means that the 
contents of the assessments vary and the information that they produce 
about risks is inadequate. 

Finnvera reports on its risk position to the Ministry of Economic Af-
fairs and Employment on a quarterly basis as separate reports in connec-
tion with the ownership control reports. The Ministry of Economic Affairs 
and Employment has not made any decisions concerning the content re-
quirements for the risk reports. The financial supervision of Finnvera has 
not been at the level required by law. The Internal Audit Unit of the Minis-
try of Economic Affairs and Employment (which is responsible for the ex-
ternal financial supervision of Finnvera) does not have in place an up-to-
date plan concerning the contents of the supervision activities. Only limited 
resources have been allocated to the supervision. In January 2018, the Min-
istry of Economic Affairs and Employment decided on the regulations is-
sued by the Financial Supervisory Authority that the ministry will apply to 
its financial supervision of Finnvera Plc. 

The state owner has not set any clear limits to the risks that Finnvera may 
take. The owner has only set a limit to the amount of commitments and giv-
en Finnvera a long-term self-sustainability target. Finnvera has set risk lim-
its to its own operations and these are set out in the board-approved doc-
uments concerning the company’s credit and guarantee policy and its risk 
appetite. However, they do not actually limit risk taking because they can 
be exceeded by a board decision.

In its continuous risk reporting, the National Housing Fund focuses on 
the risks arising from the Arava loans. It has not paid equal attention to the 
growing portfolio of guarantee and subsidised loans. 
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4.1 The risks arising from contingent 
liabilities are not assessed at central 
government level

In 2011, the working group assessing central government balance sheet 
management30, pointed out that the sustainability of central government fi-
nances is largely examined on the basis of the budget deficit and gross debt. 
These indicators are considered as critical from the perspective of the long-
term sustainability of central government financial position. No systemat-
ic framework for examining solvency at group level exists, however. The 
financial position of the State of Finland is sensitive to a broad range of dif-
ferent risks, including those concerning guarantee and credit decisions. It 
is stated in the report that no risk appetite has been defined for central gov-
ernment at group level and the risk-taking level of the group is not steered 
in a systematic manner. Moreover, the potential impact of the risks on cen-
tral government solvency and debt servicing capacity is not systematically 
assessed at overall level. However, it is concluded that in separate units or 
for specific balance sheet items, risk appetite and the risk-taking level are 
steered more systematically. The debt servicing taking place as part of the 
on-budget activities is given as an example. 

No consideration is given to contingent liabilities in the current debt-ser-
vicing strategy of the State of Finland. The regulation of the Ministry of Fi-
nance only applies to on-budget debt and its servicing. On 12 May 2017, the 
Ministry of Finance appointed a working group31 tasked with assessing the 
management of liquidity risks in a situation characterised by a rapid growth 
in indirect government liabilities. 

The Parliamentary Audit Committee has also drawn attention to the fact 
that state-owned companies have not been provided with separate risk-man-
agement guidelines. The Government resolution on state ownership poli-
cy sets out the general principles on the ownership policy and ownership 
steering but it does not contain any specific guidelines on state-owned com-
panies’ risk management. The Parliamentary Audit Committee stated that 
state-owned companies should have proper risk-management arrangements 
and called for the Government to issue guidelines on the matter. 32

A status report on off-balance sheet government liabilities was prepared 
on 13 February 2017 for the Government’s strategy session. It was agreed in 
the session that based on the principles laid out in the report, a proposal for 
a reporting and decision-making framework concerning off-balance sheet 
government liabilities will be prepared. The purpose of the framework is to 
support the Government and the Cabinet Committee on Economic Policy 
in their decision-making. According to the Ministry of Finance, the key are-
as in the decision-making framework include the following: decision-mak-
ing process for new liabilities and changes in existing liabilities (careful pre-
liminary assessment), assessment criteria (burden of justification and proof 
would lie on the party proposing additional liabilities) and the identifica-
tion and assessment of risks and reporting on them.

There is no overall assessment of 
the potential impacts of the risks 
on central government finances

State-owned companies do 
not have any separate risk 
management guidelines

A proposal for a reporting and 
decision-making framework for 
off-balance sheet government 
liabilities is under consideration
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4.2 There are no minimum information 
requirements concerning the assessment 
of the risks arising from the guarantee 
authorisations 

The guarantees and interest equalisation loans granted by the specialised 
financing company Finnvera are used to support exports and SMEs. By 
law, the State of Finland has ultimate liability for these commitments. The 
granting of the commitments is steered with the granting authorisations 
laid down in the law.

The assessment of the economic impacts on general government finances 
and the methods and information sources available are discussed in detail in 
the guidelines for assessing the impacts of legislative proposals supplement-
ing the instructions for drafting Government proposals. The instructions list 
a number of ways to assess costs and risks. However, no decision has been 
taken on the minimum information requirements for the decision-making 
process and there is no legislation on the matter either.

According to the audit, economic impact assessments of the authorisa-
tion decisions vary in content and it is impossible to produce an overview 
of the risk scenario or foreseeable costs. Compared with the information 
contained in the guidelines for assessing the impacts of legislative propos-
als, the assessments of the impacts of the increases in Finnvera’s authorisa-
tions contained in the Government proposals to Parliament can be consid-
ered rather meagre, especially with regard to quantitative estimates (Table 
5). The small number of quantitative estimates makes it more difficult to 
produce an overview of the costs and risks arising from the proposals and 
to assess them in a proper manner. The quantitative assessment of the risks 
can be difficult in many cases. However, to make the risk assessments more 
uniform and comprehensive, the Government should perhaps use the meth-
ods set out in the guidelines for assessing the impacts of legislative propos-
als concerning the manner in which issues are presented and create a more 
structured and comprehensive way of presenting the economic impacts in 
Government proposals to Parliament.

Minimum information 
requirements should be defined 
so that the risks arising from 
guarantee authorisations 
could be assessed in a more 
comprehensive manner
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Guidelines HE 243/2016 HE 144/2015 HE 58/2014

Have alternative measures been 
proposed? 

Current level of 
authorisations 
as an option, 
no quantitative 
assessments of 
its impacts have 
been produced. 
No other options.

Current level of 
authorisations 
as an option, 
no quantitative 
assessments of 
its impacts have 
been produced. 
No other options.

Current level of 
authorisations 
as an option, 
no quantitative 
assessments of 
its impacts have 
been produced. 
No other options.

Itemisation of preparations for 
financing 

Summary of 
funds

Summary of 
funds

Summary of 
funds

Review of impacts during 
different time periods

No quantitative 
assessments 
exist.

No quantitative 
assessments 
exist.

No quantitative 
assessments 
exist.

Cost-to-benefit analysis
No quantitative 
comparisons 
exist.

No quantitative 
comparisons 
exist.

No quantitative 
comparisons 
exist.

Assessment of risk significance 
and distribution

Quantitative 
assessment 
of the credit 
risk using the 
VaR figure, no 
assessments of 
interest rate risk

Quantitative 
assessment 
of the credit 
risk using the 
VaR figure, no 
assessments of 
interest rate risk

No quantitative 
assessments

Have the underlying 
assumptions for the 
assessments and the 
assessment methods been 
presented?

Only partially Only partially No

Magnitude and probable 
variation

Has not been pre-
sented

Has not been pre-
sented

Has not been pre-
sented

Sufficient statistical information 
base

Information base 
has not been 
reported.

Information base 
has not been 
reported.

Information base 
has not been 
reported.

Average figures and extreme 
cases No No No

Outside expertise has been 
used

Assessments 
supplied by 
Finnvera

Assessments 
supplied by 
Finnvera

Assessments 
supplied by 
Finnvera 

Table 5: Examples of presenting economic impacts33 and Government proposals 2014-2016

The buffers built to safeguard financing are appropriately itemised in 
the Government proposals for increases in Finnvera's guarantee authorisa-
tions. The adequacy of the buffers is assessed by comparing them with the 
VaR figure calculated on the basis of the probability distribution. The VaR 
figure gives the loss that will not be exceeded during the following year, giv-
en a specific level of probability. The conclusion is that the buffers exceed 
the risk figure, which means that they are covered.

Focus in the quantitative assessment of risks is on the credit risk. The 
magnitude of the interest rate risk is not assessed on a quantitative basis 
even though the potential costs arising from interest rate risks are consid-
ered substantial in the proposals for higher authorisations. In other words, 
the assessment fails to give any consideration to a major risk type. The Min-
istry of Economic Affairs and Employment is of the view, however, that it is 
sufficient that the sensitivity analysis of interest rate changes is presented 
to the Cabinet Finance Committee when large export credits are discussed.

Magnitude of the interest 
rate risks is not assessed
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It is assumed in the Government proposals that the credit risks taken on 
the basis of the authorisations do not have any cost impacts. Details of Finn-
vera's past guarantee schemes and the fact that no appropriations have been 
allocated are used as a basis for the assumptions. However, on the basis of 
these facts, it is impossible to make any conclusions of future costs. Long-
term cost trends have not been estimated either.

No alternatives to the legislative proposal have been presented and no 
impact assessments have been used to justify the solutions. Not increasing 
the authorisations has been the only alternative mentioned by the Govern-
ment. However, the quantitative impacts of this option have not been es-
timated in the proposal either. It is not possible to reach any conclusions 
of the average impacts or the probable range of the impacts on the basis of 
the VaR figures. The reliability of the estimates is also weakened by the fact 
that the assumptions, methods and information base behind them are on-
ly briefly discussed in the Government proposals. The risk is only assessed 
on the basis of a single scenario, which means that the impacts of changed 
assumptions cannot be observed.

International assessment of export financing urged Finnvera to 
reduce risk concentrations

In the rationale to the Government proposal for increase in Finnvera's au-
thorisations (58/2014), it was stated that an assessment of the functioning 
and effectiveness of the government guarantees and government-support-
ed export financing system should be produced by the end of 2016. The Par-
liamentary Commerce Committee also wanted to be informed of the as-
sessment made. In the Government proposal 144/2015, the assessment was 
expanded to cover the risks associated with the export financing system.

The international assessment group started its work in November 2016. 
The assessment report34 was published on 1 February 2017. The impact as-
sessment was on a fairly weak basis as it relied on the analysis of previous 
studies and no new analysis was carried out. No new analyses had been re-
quested in the invitation to tender. Only a small number of effectiveness-re-
lated recommendations were given in the assessment. It was stated in the 
report that growing liabilities and the concentrations arising from them 
constitute a substantial threat.

 The risks resulting from export activities were also reviewed in the re-
port. The conclusion was that the market and financing risks faced by Fin-
nvera are in small scale and that the risk management arrangements are 
on an excellent basis. The evaluators noted the large credit risk concentra-
tions. The report contained the consultants’ own assessment of Finnvera's 
total risk in a situation where the authorisations are fully used and a calcu-
lation of the costs arising from the optionality included in subsidised loans. 
With regard to risk management, it was recommended in the report that 
Finnvera should have fewer concentrations, change its capital requirement 
model and take into account the costs resulting from the interest rate risk. 

The estimate is that the credit risks 
taken do not generate any costs

In an international assessment, 
Finnvera was urged to 
reduce concentrations
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4.3 The risks and costs arising from 
contingent liabilities are not fully shown 
in the state budget.

The content of the risk assessments of the subsidised and 
guarantee loan authorisations are not defined in detail

The matters approved and decided in connection with the consideration of 
the state budget are laid down in section 7 of the Act on the National Hous-
ing Fund (1144/1989). Separate requirements for risk assessments are not 
included in them. According to ARA, the perspective of risk assessment is 
considered in the Government-approved plan for using subsidised and guar-
antee credits and the performance management of ARA by the Ministry of 
the Environment even though a risk assessment is not required for justifi-
cations for granting guarantee and subsidised loans when they are given 
under the state budget. The risk perspective is considered to be an impor-
tant aspect in practical operations and few of the guarantee risks assumed 
by the government have been realised. 

The costs arising from the use of Finnvera's guarantee 
authorisations are not fully considered in the state budget

The costs arising from the use of the guarantee authorisations granted to 
Finnvera under the law are not fully taken into account in the state budget. 
The compensations for guarantee losses paid to Finnvera each year by the 
government and the deficit compensations paid to Finnish Export Credit 
are shown in the state budget. However, only small variable appropriations 
have been allocated for any other costs arising from the guarantees of Fin-
nvera's commitments in the longer term (such as the guarantee compen-
sations payable by the state in its capacity as the ultimate guarantor). This 
appropriation can be used if the assets of Finnvera's export credit guaran-
tee and special guarantee fund and the off-budget State Guarantee Fund are 
insufficient to cover the losses.

It is stated in the budget proposals that the large risk concentrations 
held by the State Guarantee Fund increase the need to maintain the fund's 
liquid assets at a level where liquidity is in accordance with the higher risk 
position. The budget proposals do not contain more detailed information 
on the higher risk position, total cash reserves in relation to the higher risk 
position or the cash reserves required for managing the risk. In other words, 
the total costs resulting from the risk taken by the government are not even 
shown in the state budget as a pre-realisation estimate.

Not presenting the total costs in the state budget may provide an incen-
tive to use guarantees instead of the on-budget expenditure items. In the 
long run, this may lead to an economically unfavourable solution and make 
the use of the funds less transparent.

Following the financial crisis, a temporary solution in which Finnvera 
started providing exporters with direct credits was introduced. This ar-
rangement was mainly based on fundraising by the government in which 
the government provided Finnvera with the funds that the company need-
ed for its lending. The temporary solution was made permanent in 2012 and 

The total costs resulting from the 
risk taken by the government are 
not even shown in the state budget 
as a pre-realisation estimate

Leaving the total costs outside 
the state budget may serve as 
an incentive to use guarantees
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Finnvera was made responsible for raising the funds for its export credits. 
Raising funds for Finnvera's credit-based export financing is founded on 
government guarantees that Finnvera has received free of charge. For the 
purposes of national accounts, Finnvera is not part of general government as 
it is included in the financial sector. The export credit financing received by 
Finnvera is therefore not considered central government debt even though 
Finnvera relies on directly enforceable government guarantees in its fund-
raising. The Parliamentary Commerce Committee35 has drawn attention 
to the fact that as export credits have been made a Finnvera responsibility, 
the government liabilities arising from them are no longer directly shown 
in the state budget. 

The purpose of international recommendations is to ensure that 
expected costs can be considered so that contingent liabilities can 
be processed in a neutral manner

Considering guarantees in a neutral manner as part of the state budget pro-
cess would ensure that circumventing economic policy restrictions is not 
the only reason to use guarantees. To promote neutrality, it is proposed in 
an OECD discussion paper36 that the following elements should be incor-
porated into the guarantee practice: 

 – A fee based on the costs that the government is expected to incur is 
charged for the guarantees. The fee should include a risk margin, 
which the beneficiary of the guarantee would have to pay to a private 
guarantor. 

 – If the guarantee is to be provided at a price lower than the market 
price, the difference between the market price and the lower price 
should be funded through appropriations approved by decision-mak-
ers. 

The main benefit of the scheme would be that the state aid included in 
the guarantee would be visible as a cost when the guarantee is provided. If 
the expected guarantee costs are incurred by the state, appropriations are 
required and the aid element will be visible. If the guarantee fee is collect-
ed from the beneficiary, there is no aid element and no appropriations are 
required. Guarantees will become neutral as policy instruments in relation 
to other instruments as loans and grants. Neutrality will eliminate the in-
centive to favour guarantees.

4.4 Risk assessment and risk reporting 
practices vary between agencies

The Ministry of Economic Affairs and Employment has not 
specified the contents of Finnvera's ownership control and risk 
reports

In 2005, government responsibility for Finnvera was changed from indirect 
responsibility to direct and absolute responsibility37. The working group con-
sidering the matter38 concluded that with changes in the government respon-
sibility (from indirect to direct responsibility), the ownership and business 
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policy control exercised by the government over Finnvera and the report-
ing on Finnvera Plc should be developed and made more comprehensive so 
that government risk management could be made more effective. Accord-
ing to the working group, reporting on special risk taking should also be ex-
panded so that the assessment of special risk taking would be discussed at 
the Cabinet Committee on Economic Policy each year as part of the overall 
assessment of Finnvera Plc's risks. Government supervision of Finnvera and 
the reporting on Finnvera Plc's operations are not covered in the Govern-
ment proposal for the legislative amendment (HE 177/2005), and no defi-
nitions for them are given in the document.

Finnvera's ownership steering and control were two separate functions 
in the ministry in the early years of the 2000s. It could not be determined in 
the audit whether there was a separate agreement at the time under which 
Finnvera would report on these matters to the owner. According to the Min-
istry of Economic Affairs and Employment, it does not have any separate 
contract documents setting out the contents of the ownership control and 
risks reports. It is stated in the report submitted by the ministry that Fin-
nvera reports on its risk position to the Ministry of Economic Affairs and 
Employment on a quarterly basis as separate reports in connection with the 
ownership control reports. The contents of the reports are discussed on a 
regular basis and they are agreed on in a steering group. At the same time, 
the reports are also developed and supplemented as necessary.

The Ministry of Economic Affairs and Employment provides Finnvera 
with business policy and ownership policy objectives. The purpose of the 
ownership control reports is to verify that the objectives set out by the own-
er are achieved. There are three business policy objectives impacting the 
trends in guarantee amounts and risks. In two of the objectives, the empha-
sis is on the safeguarding of the functioning and competitiveness of the ex-
port financing system; in one of them, Finnvera is encouraged to make use 
of the option of special risk taking. The third objective is connected with 
the use of EU financing. 

Finnvera has also been provided with ownership policy objectives, which 
regulate the self-sustainability and efficiency of its operations and the sol-
vency of the company. Under the self-sustainability target set for Finnvera, 
the company's operating revenue should cover its expenditure over a time 
period that is longer than a business cycle. In SME funding, this period is 10 
years and in export financing 20 years. Under the efficiency target, produc-
tivity should grow by an average of four per cent each year. With regard to 
solvency, the target for the period 2016–2019 is that in domestic operations, 
the Tier 2 solvency ratio would be between 10 and 20 per cent, as calculat-
ed using a Basel III-based standard method. However, unlike in the past, 
the solvency target does not apply to all Finnvera operations. The target for 
the year 2013 was that the solvency ratio of the Finnvera group should be 
within the above range.

Finnvera reports on its risk position 
to the Ministry of Economic 
Affairs and Employment on 
a quarterly basis as separate 
reports in connection with 
ownership control reporting
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Government assumed direct and absolute responsibility for 
Finnvera Plc in 2005

In 2005, government responsibility for Finnvera was changed from in-
direct responsibility to direct and absolute responsibility39. This helped 
to ensure that the liability portfolio covering the export guarantees and 
special guarantees provided by Finnvera Plc would still be recognised 
as zero-risk weighted in the solvency calculations of credit institutions 
after the introduction of Basel II regulation. The national banking su-
pervisor may grant the country's official export guarantee agency a 
state-specific risk weight if the government liability for the export guar-
antee agency's commitments meets the requirements laid down in Ba-
sel II regulation concerning the directness, explicitness, irreversibility 
and absoluteness of the liability. Without the change the requirements 
would not necessarily have been met and the loans guaranteed by Fin-
nvera could no longer have been classified as zero-risk loans. It would 
have been impossible to receive funding for export projects on favour-
able terms made possible by the zero-risk weighting. It was also as-
sumed that Finnvera might no longer have been able to provide SMEs 
with funding on favourable terms.

National arrangements are key to the regulation of 
specialised financing companies and control of financing 
risks

The CRD IV package of the EU comprises the Capital Requirements 
Directive (CRD IV) and the Capital Requirements Regulation (CRR). 
The purpose of these two pieces of legislation has been to improve the 
banks’ risk-bearing capacity by strengthening their solvency and liquid-
ity position and risk management. The Capital Requirements Regula-
tion contains provisions on the calculation of minimum prudential re-
quirements, large exposures and public disclosure requirements. The 
single supervisory mechanism was put into effect in November 2014. 
Under the mechanism, the supervision of banks is the responsibility 
of national supervisory authorities (in Finland, the Financial Supervi-
sory Authority) and the European Central Bank.

The bodies to which the Capital Requirements Directive is not ap-
plied are listed in Article 2 of the directive. Finnvera Plc and the Finnish 
Fund for Industrial Cooperation Ltd are the Finnish bodies included in 
the list. The Contact Committee of the Supreme Audit Institutions of 
the European Union noted in its 2015 opinion that the financial insti-
tutions referred to in Article 2(5) of the Capital Requirements Direc-
tive remain outside the control of the European Central Bank and the 
competence of the national supervisory authorities.40 
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The Ministry of Economic Affairs and Employment has decided to 
start using applicable regulations issued by Financial Supervisory 
Authority in the supervision of Finnvera

The legislation on credit institutions was applied to Finnvera's predecessor 
Kera Oyj, which was supervised by the Financial Inspection Authority like 
all other Finnish credit institutions. The Act on Credit Institutions has not 
been applied to Finnvera after its establishment and the Ministry of Eco-
nomic Affairs and Employment was made responsible for its supervision. 
The supervision of Finnvera is the responsibility of the ministry’s internal 
audit unit. Under the Act on Finnvera, applicable principles observed by 
the Financial Supervisory Authority in the supervision of credit institutions 
must be considered in the supervision of the company. In the past, the Min-
istry of Economic Affairs and Employment did not have any specific owner-
ship control principles, making it difficult to plan and implement the con-
trol. In January 2018, the Ministry of Economic Affairs and Employment 
decided on the regulations issued by the Financial Supervisory Authority 
that it will apply to the financial supervision of Finnvera Plc. The decision 
will provide a better basis for improvements in the planning and implemen-
tation of the supervision.

There have been no plans on the content of financial supervision

According to the audit findings, the Internal Audit Unit of the Ministry of 
Economic Affairs and Employment (which is responsible for the external 
financial supervision of Finnvera) has not had any up-to-date plans con-
cerning the contents of its continuous supervision activities or the man-
ner in which the audits are targeted. In practice, the supervision has been 
limited to reviewing the reports submitted by Finnvera, to meetings and a 
small number of audits focusing on specific issues, which may have been 
ordered from external bodies.

According to the audit findings, the Internal Audit Unit of the Ministry 
of Economic Affairs and Employment has not continuously supervised the 
assessment of Finnvera's risks and capital, which are an essential part of fi-
nancial supervision. These sectors have, however, been covered in individ-
ual audits. In banking supervision, the Financial Supervisory Authority pro-
duces annual assessments of such issues as the risks faced by banks and the 
capital required to cover these risks and compares these assessments with 
those produced by the banks themselves. The Financial Supervisory Author-
ity also carries out stress tests on banks, which show whether banks have 
enough capital to withstand unexpected shocks. Such elements are absent 
from Finnvera’s external financial supervision.

The Internal Audit Unit of the Ministry of Economic Affairs and Employ-
ment has only commissioned one external assessment of Finnvera’s credit 
risk model as part of its external financial supervision. The assessment dis-
cusses the manner in which Finnvera provides its customers with credit rat-
ings and it does not cover other parts of the credit risk model. The Financial 
Supervisory Authority requires that the model is validated by the banks. It 
also compares the assessments produced with the model to its own assess-
ments and those prepared by other banks. Updating the financial supervi-
sion of Finnvera in accordance with statutory requirements was already rec-
ommended in NAOF's audit report 1/2015 on export financing.

The Internal Audit Unit of 
the Ministry of Economic 
Affairs and Employment has 
not had any up-to-date plans 
concerning the contents of 
its continuous supervision 
activities or the manner in 
which the audits are targeted.
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In order to improve the situation, the Ministry of Economic Affairs and 
Employment has ordered from an auditor company a solvency assessment 
framework applicable to Finnvera and a corresponding assessment of the 
company's current solvency position.

Finnvera’s risk taking is limited by maximum authorisations and 
self-sustainability target

As the owner of the company, state has placed two limits to risk taking by 
Finnvera: The authorisations laid down in special legislation on Finnvera 
place upper limits to the liabilities that the company can assume. Self-sus-
tainability targets have also been set for Finnvera's operations. The upper 
limit does not take into account risk differences between projects with equal 
nominal values. Moreover, the authorisations have been raised whenever 
this has been considered necessary. 

The self-sustainability targets have been defined as time periods during 
which the company must at least achieve a zero result. For example, the ex-
port activities must generate a zero result during a period of 20 years. Risks 
are seldom realised but if they do, the cost arising from them may be sub-
stantial. For example, between 1983 and 1996, export guarantee activities 
posted losses of more than EUR 800 million after having generated prof-
its for twenty years (Figure 3). Such fluctuations in export guarantee risks 
make it difficult to measure the achievement of the self-sustainability target.

The upper limit to the 
authorisations does not take into 
account fluctuations in risks
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Figure 3: Cumulative results of the export guarantee activities 1963–200741

Finnvera's board has set risk limits but it may also deviate from 
them

Finnvera has set risk limits to its own operations and these are laid out in 
the board-approved credit and guarantee policy and the company’s risk ap-
petite document. The document outlining the company’s credit and guar-
antee policy set the limits on the basis on which Finnvera provides guaran-
tees and loans. However, the company's board may deviate from the credit 
and guarantee policy.
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Finnvera also takes measures to hedge against the risks arising from its 
liabilities. Under the company's hedging policy, the purpose of the hedging 
is to even out risk concentrations, lower the total risk and reduce the capital 
tied up in the liabilities. Under the company's policy, hedging is a secondary 
measure and may not justify risk taking. The risk to be hedged against must 
be acceptable when taken. Reinsurance is the most important hedging tool.

Finnvera can apply special risk taking in risks that exceed the ordinary 
risk limits stated in the company's credit and guarantee policy. Special risk 
taking is used by the state owner to steer Finnvera towards riskier activities 
that are also more beneficial to the state in such areas as labour market policy.

To manage risk taking and to communicate on it, the company’s board 
has approved a document on risk appetite in which a number of indicators 
are used to define the limits for imputed losses and concentrations approved 
by Finnvera. The purpose of the limits is, together with the principles gov-
erning capital management, to ensure that risk remain manageable with 
existing capital buffers. The practice was introduced in 2016. The overall 
risk-taking limits set out in the risk appetite document may also be exceeded.

No risk assessment was carried out when the Arava loan scheme 
was abolished 

The changeover in the National Housing Fund from Arava loans to guaran-
tees and subsidised loans was based on the Government Programme of Prime 
Minister Matti Vanhanen's second government. The impact of the changes 
on risks was not assessed in the Government Programme. The changeover 
was carried out in the 2008 state budget, in which Arava loans were no longer 
included as a scheme to subsidise housing construction. This means that 
new Arava loans are no longer granted. The risk aspect was not considered 
in the Government proposals submitted to Parliament as part of the 2008 
state budget. Low demand for Arava loans was the only justification given. 

The impacts of the changeover from Arava loans to subsidised and 
guarantee loans has not been adequately considered in the risk 
assessment

Under the risk management guidelines for social housing financing used by 
the board of the National Housing Fund, the State Treasury and ARA shall 
jointly produce a twice-yearly risk report on state-subsidised housing loans 
and government guarantees. The risk report must contain details of trends 
in payment delays and credit losses, breakdown of the loan portfolio in ac-
cordance with the credit risk models, assessment of risk concentrations, de-
scription of new lending and support measures already carried out, as well 
as trends in non-performing loans. The report must also contain an assess-
ment of the National Housing Fund's risk management status and a descrip-
tion of the measures taken to improve risk management. 

According to the audit findings, the risk reports contain all the above in-
formation on Arava loans. The reporting on guarantee and subsidised loans 
is on a more cursory basis than that on Arava loans. With regard to guaran-
tee and subsidised loans and when compared with the guidelines, the main 
inadequacies in the reporting concern the breakdown of the loan portfo-
lio and the assessment of risk concentrations. These are completely absent 
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from the reports. Only the credit risk is assessed in the risk report. The in-
terest rate risk arising from subsidised loans is not discussed in this con-
nection. An assessment of the interest rate risk is, however, included in the 
final accounts of the National Housing Fund. According to the assessment, 
at an interest rate of five per cent, the costs during the entire payment pe-
riod of the interest subsidies applying to the existing loan portfolio would 
total EUR 1,729 million. 

The assessment describes the costs in a situation where there is a sub-
stantial rise in interest rates. However, it does not give a comprehensive 
picture of the interest rate risk at different interest rate levels. The picture 
given of the interest rate risk could be expanded by providing a number of 
alternative calculations at different interest rate levels. 
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This appendix describes how the findings presented in the audit were pro-
duced and what are the limitations concerning the findings.

Audit objective and use of the audit findings

The purpose of the audit was to assess the management of the growing port-
folio of general government contingent liabilities and to evaluate the ca-
pability of general government to manage them. The main question of the 
audit concerned whether the management of general government contin-
gent liabilities is adequately taken into account in the drafting and steering 
of fiscal policy. The audit question was approached with three sub-ques-
tions in which the purpose was to determine whether fiscal policy steering 
contains elements that aim to regulate the growth in contingent liabilities, 
whether a true and fair picture of the general government contingent lia-
bilities is given and where the risks arising from the contingent liabilities 
to the state are assessed. 

The audit findings can be used in the work to develop the reporting on 
contingent liabilities, decision-making information base and liabilities man-
agement practices.

Audited entities

In the audit, the focus was on government guarantees and (at reporting unit 
level) on general government entities. The Ministry of Finance, Ministry of 
Economic Affairs and Employment, Ministry of the Environment, Finnvera 
Plc, the Housing Finance and Development Centre of Finland, and the lend-
ing unit of the State Treasury and their activities were reviewed in the audit.

Opinions on the draft audit report were requested and received from the 
Ministry of Economic Affairs and Employment, Ministry of the Environ-
ment, Ministry of Finance, Finnvera Plc, the Housing Finance and Devel-
opment Centre of Finland and the State Treasury. The feedback contained 
in the opinions was taken into account in the preparation of the final audit 
report. The opinions and the abstract based on them can be viewed on the 
website of the National Audit Office.

Audit questions, criteria, material and methods

The audit questions, criteria, material and methods are briefly described on 
the next page. At the preliminary review stage, comments on the audit plan 
were requested from the Ministry of Finance. The Ministry of Finance did 
not propose any changes to the audit design.
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Audit issues and sub-issues

1. Is the management of general government contin-
gent liabilities adequately considered in the draft-
ing and steering of fiscal policy?

1.1 Does fiscal policy steering contain elements the 
aim of which is to regulate the growth in con-
tingent liabilities?     

Criteria: Requirements for the information content 
laid down in the European Union law and the nation-
al legislation 

Documents: Regulation (EU) No 1175/2011 of the Eu-
ropean Parliament and of the Council amending Coun-
cil Regulation (EC) No 1466/97 on the strengthening 
of the surveillance of budgetary positions and the sur-
veillance and coordination of economic policies. Coun-
cil Regulation (EU) No 1177/2011 amending Regulation 
(EC) No 1467/97 on speeding up and clarifying the im-
plementation of the excessive deficit procedure. Coun-
cil Directive 2011/85/EU on requirements for budg-
etary frameworks of the Member States (Budgetary 
Frameworks Directive). 

Analysis methods: Content analysis of the documents

Audit criteria, material and methods

Interpretation: Giving adequate consideration to the 
management of contingent liabilities means that a true 
and fair picture of the contingent liabilities is given. 
This means that the impacts of contingent liabilities on 
the financial position of central government and chang-
es in it are presented. Giving adequate consideration al-
so means that the impacts of contingent liabilities are 
presented from the perspective of the sustainability of 
financial management. This means that the long-term 
impacts of contingent liabilities (on revenue, expend-
iture and financial position) are presented, the infor-
mation base connected with them is reliable and the 
grounds for the decisions are presented in a transpar-
ent manner. Adequacy of the management is also re-
viewed from the perspective of the proper central gov-
ernment financial management. In a fiscal policy audit, 
this is considered to include performance and effec-
tiveness or the achievement of policy goals and adher-
ence to the principles of good governance in the draft-
ing and implementation of fiscal policy. Proper central 
government financial management also comprises re-
sponsible financial management, which means that all 
long-term impacts are openly presented in the draft-
ing process and in the decision-making.
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Criteria: Budget legislation. Requirements for the infor-
mation content laid down in the European Union law 
and the national legislation. Manual on Fiscal Trans-
parency and Fiscal Transparency Code of the IMF. 

Material: State Budget Decree (1243/1992), Budgetary 
Frameworks Directive, Government's annual reports 
(2012-2016), Overviews of Central Government Risks 
and Liabilities (2015-2017), General Government Fis-
cal Plans, information published under the Budgetary 
Frameworks Directive 

Analysis methods: Content analysis of the documents

45

Audit process

The audit was performed between 11 January 2017 and 26 January 2018. The 
interviews were conducted between 24 April and 18 May 2017. Changes tak-
ing place in the audited entities have been considered up to 13 January 2018.

Auditors

The audit was carried out by Principal Performance Auditor Vuokko 
Mustonen, Principal Fiscal Policy Auditor Mika Sainio and Audit Assistant 
 Juha-Matti Tölli. The audit as supervised by Director for Fiscal Policy Au-
dit Matti Okko.

Limitations and reservations concerning the audit findings

The correctness of the assessment of the risk arising from the liabilities pre-
sented by the audited entities or the impacts of the risks arising from con-
tingent liabilities on central government financial position and changes in 
it were not reviewed in the audit.

1.2 Is the picture given of the contingent liabilities 
true and fair?       

1.3 Are the risks arising to central government from 
the contingent liabilities assessed?

Criteria: Instructions for drafting Government pro-
posals, Ministry of Justice guidelines on assessing 
the impacts of legislative proposals, State Budget Act 
(432/1988), Act on the State-Owned Specialised Fi-
nancing Company (443/1998) 

Material: Government proposals (243/2016), (44/2015) 
and (58/2014), Overviews of Central Government Risks 
and Liabilities (2015-2017), state budgets (2015-2017), 
risk management documents prepared by Finnvera and 
the National Housing Fund 

Analysis methods: Content analysis of the documents
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