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The National Audit Office has audited the 

final central government accounts for 2011 

and the descriptions of central government 

finances and the financial management of 

the state as well as the effectiveness of ac-

tivities in the Report on the Final Central 

Government Accounts for 2011, which has 

been submitted to Parliament as the Gov-

ernment’s report on central government 

finances and compliance with the budget 

according to section 46 of the Constitution, 

and on the basis of section 6 of the Act on 

the National Audit Office (676/2000) submits 

this separate report to Parliament on its au-

dit.

To Parliament

Helsinki, 22 May 2012

Auditor General Tuomas Pöysti

Assistant Auditor General Marjatta Kimmonen 





On the basis of the financial audit of the final 

central government accounts, the National 

Audit Office notes that the accounts for 2011 

have been prepared in accordance with pro-

visions. 

On the basis of the audit of the fiscal pol-

icy information base, the estimate of under-

spending in relation to the spending limits 

that is presented in the Report on the Final 

Central Government Accounts for 2011 can 

be regarded as providing a true view. The 

National Audit Office considers it good that 

the Ministry of Finance has continued pre-

cise reporting on compliance with the spend-

ing limits in the Report on the Final Central 

Government Accounts for 2011.

In Finland the cyclic aspects and long-term 

objectives of fiscal policy are in conflict with 

each other now that the debt crisis in the euro 

area has worsened. Resolving this conflict 

requires that special attention must be paid 

to strengthening prerequisites for economic 

growth and measures aimed at improving 

public sector productivity and increasing the 

employment rate.

The National Audit Office draws special 

attention to the development of expenditure 

outside the spending limits. The spending 

limits procedure’s possibilities in ensuring 

the sustainability of public finances are re-

duced by their narrow coverage. The Minis-

try of Finance’s working group memorandum 

on the development of the spending limits 

system has clearly presented the purpose of 

the spending limits system: The purpose of 

spending rules is to restrict the total amount 

of spending that taxpayers must pay for. In 

the opinion of the National Audit Office, 

making an exception concerning the transfer 

Main content

of revenue from the public service broadcast-

ing tax cannot be considered consistent with 

this fundamental purpose of the spending 

limits system.

An essential part of ministries’ responsibil-

ity for administration within their purview 

according to section 68 of the Constitution 

is that ministries report to Parliament on the 

use of the funds appropriated to them in the 

budget for each fiscal year. It is the task of 

the National Audit Office as an independent 

external auditor of the financial management 

of the state and the state budget to audit the 

information in the final central government 

accounts and the Report on the Final Central 

Government Accounts to see if they present 

a true and fair view.

On the basis of the audit of information 

on social effectiveness in the final central 

government accounts, the Report on the Fi-

nal Central Government Accounts does not 

provide a true and fair view of the achieve-

ment of social effectiveness objectives in all 

respects. Reporting has not been prepared in 

a uniform manner in different administrative 

sectors and does not cover all social effec-

tiveness objectives linked to the use of state 

funds. Special attention should be paid to 

verifying accountability connected to the use 

of funds if the Government’s activity report 

and the Report on the Final Central Govern-

ment Accounts are combined in form of the 

Government’s annual report.

In 2011 and 2012 the Government and the 

Ministry of Finance have improved the way 

in which information concerning liabilities 

and associated risks is presented in parlia-

mentary documents. The audit did not ob-

serve essential errors in information concern-



ing the state’s liabilities and associated risks 

in the final central government accounts 

for 2011 or the Report on the Final Central 

Government Accounts. The examination and 

analysis of risks in the Report on the Final 

Central Government Accounts needs to be 

improved in order to provide a more compre-

hensive picture.

The evaluation of financial impacts and 

risks associated with measures aimed at 

managing the crisis in the euro area needs 

to be improved so that Parliament can ob-

tain a reliable and correct overall picture. 

The Ministry of Finance has developed the 

evaluation of the financial impacts and risks 

associated with measures aimed at manag-

ing the crisis in the euro area in the commen-

tary to a government proposal (34/2012) that 

was submitted to Parliament on 26 April 2012 

concerning the approval of an agreement on 

the establishment of the European Stability 

Mechanism.

The debt crisis still causes uncertainty and 

risks for the development of central govern-

ment finances and the state’s financial posi-

tion. Sovereign debt and large borrowing 

requirements in the euro area combined with 

dampened economic prospects, economies’ 

competitiveness problems and the sustain-

ability gap in public finances have become 

a source of financial instability and a factor 

slowing economic growth. There are still 

considerable pressures and risks associated 

with the accessibility and price of state bor-

rowing. The markets are still distrustful of 

lending to several countries in the euro area.

In the opinion of the National Audit Office, 

the information reported on central govern-

ment debt management provides a true and 

fair view of central government debt and 

related risks. In evaluating risks attention 

should, however, be paid to maintaining Fin-

land’s credit rating and possibility to imple-

ment an effective debt management strategy.

The report contains the National Audit Of-

fice’s evaluation of matters concerning which 

Parliament has required a response from the 

Government in the Report on the Final Cen-

tral Government Accounts.
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1 Financial audit report on the audit of the 
final central government accounts for 2011

The National Audit Office issues this finan-

cial audit report on the audit of the final cen-

tral government accounts for 2011. The audit 

was conducted by Financial Audit Principals 

Aila Aalto-Setälä and Riitta-Liisa Heikkilä. 

The audit was supervised by Assistant Audi-

tor General Marjatta Kimmonen.

The audit was conducted in according with 

the National Audit Office’s financial audit 

manual and concerned the final central gov-

ernment accounts as referred to in section 17 

a of the State Budget Act and the provision 

of true and fair information with necessary 

notes as referred to in section 18 of the Act in-

sofar as they concern the state budget econ-

omy. The audit included the budget outturn 

statement, the income and expenses state-

ment, the balance sheet, the funds statement 

and notes as well as the central bookkeeping 

on which the information in the final central 

government accounts is based. The audit also 

focused on procedures aimed at ensuring the 

unalterability and correctness of information 

in central bookkeeping and in preparing the 

final central government accounts.

The final central government accounts

The content and presentation of the financial 

statements in the final central government 

accounts and the accounting on which they 

are based have been examined to the extent 

required to determine whether the financial 

statements and notes have been prepared 

correctly in essential respects.

The examination of the budget outturn 

statement revealed that 0.2 million euros of 

revenues from co-financed activities was rec-

ognised in item 31.10.78.1.10 (Certain trans-

port infrastructure projects, 3-year transfer-

able appropriation), contrary to the budget 

and section 3 a of the State Budget Act. 

In item 32.30.80 (Loans for Finnish Export 

Credit Ltd’s refinancing activities, estimated 

appropriation) repayments of loans (24.4 mil-

lion euros) from funds in the same item were 

recorded as revenues, contrary to section 3 a 

of the State Budget Act.

In item 32.50.64 (EU and national financ-

ing for EU structural fund programmes dur-

ing the programming period 2007–2013, es-

timated appropriation) interest on advance 

payments (0.5 million euros) was recorded 

as a deduction, contrary to the budget and 

section 3 a of the State Budget Act.

Expenditure that should have been allo-

cated to 2012 (totalling 0.4 million euros) was 

recorded as expenditure for 2011 in items 

26.40.30 (State compensation to munici-

palities, estimated appropriation), 29.80.52 

(Profits from the Finnish National Lottery and 

lotteries to promote the arts, estimated ap-

propriation), 30.01.22 (Joint research, 3-year 

transferable appropriation in the 2009 budg-

et) and 32.50.43 (Regional development aid, 

3-year transferable appropriation in the 2009 

budget), contrary to the budget and section 

5 a of the State Budget Act. The improper 

allocation of expenditure has resulted in the 

extension of an appropriation’s period of use 

contrary to section 7 of the State Budget Act.
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The appropriation in item 31.10.20 (Trans-

port infrastructure management, 2-year 

transferable appropriation) has been used 

to cover expenditure (1.4 million euros) 

that should have been recorded in item 

31.10.77.1.1 (Development of the transport 

network, E18 Hamina bypass, 3-year trans-

ferable appropriation) according to the budg-

et. Of this amount 0.2 million euros should 

have been allocated to 2010 and 1.2 million 

euros to 2011 according to the budget. If 

expenditure had been recorded correctly, 

the project-specific appropriation in item 

31.10.77.1.1 would have been exceeded by 

0.8 million euros.

In item 31.10.76 (Procurements of and 

compensation for land and water areas, 

estimated appropriation) 2.8 million euros 

in expenditure that should have been allo-

cated to 2011 according to the budget was 

recorded as expenditure for 2012. Contrary 

to the budget and section 3 a of the State 

Budget Act, revenues associated with land 

procurement were recognised in the item. 

If expenditure had been allocated correctly 

to 2011, the appropriation would have been 

exceeded by about 2.7 million euros. If the 

effect of revenues is taken into account, 

the allocation error and overspending were 

higher than this.

The financial audit of accounting units also 

revealed some cases in which an appropria-

tion was used for a purpose contrary to the 

budget and section 5 of the State Budget De-

cree. Among other things these concerned 

the use of an appropriation to remunerate 

persons appointed to permanent posts from 

an appropriation that was not intended for 

this purpose.

The audit of information concerning au-

thorisations found that in item 31.10.78 

(Certain transport infrastructure projects), a 

project-specific authorisation for Lusi–Vaaja-

koski was exceeded by 4 million euros. Ac-

cording to section 10 of the State Budget Act 

an authorisation may not be exceeded.

The application period of unused authori-

sations (83.3 million euros) granted to re-

gional councils from an authorisation in item 

32.50.64 (EU and national financing for EU 

structural fund programmes during the pro-

gramming period 2007–2013, estimated ap-

propriation) was extended contrary to section 

10 of the State Budget Act, since authorisa-

tions could not be renewed according to the 

final accounts of the Ministry of Employment 

and the Economy.

Shortcomings were found in information 

concerning authorisations that was sent to 

the State Treasury for the drafting of the 

final central government accounts. Conse-

quently the information in the budget out-

turn statement in the final central govern-

ment accounts concerning authorisations, 

their use and expenditure resulting from 

their use cannot be considered reliable in 

all respects.

Otherwise the financial statements have 

been prepared as required by budget legis-

lation.

The information in Note 12 (Government 

guarantees, pledges and other commitments) 

still contains some errors and the risk of er-

rors. The way in which information is pre-

sented has been developed with the reform 

of the final accounts template.

The information in the note concerning 

the Finnish state’s liabilities for financial 

stabilisation arrangements in the euro area 

has been presented in the form of calculated 

shares based on the Ministry of Finance’s 

final accounts. Loan receivables have been 

evaluated at their nominal value with regard 

to capital. The way in which information is 

presented has been developed, and essen-

tial errors were not found in information con-
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cerning the state’s commitments in Europe 

and the euro area.

The notes to the final central government 

accounts have been presented as required by 

the State Budget Decree.

The state’s central bookkeeping has been 

arranged in accordance with the State Budg-

et Decree.

Internal control

Internal control of the final central govern-

ment accounts has been evaluated in a risk 

analysis and checked in connection with the 

audit of central bookkeeping, the final cen-

tral government accounts and agencies’ final 

accounts.

According to the view that was formed 

during the audit of the final central govern-

ment accounts, internal control of central 

bookkeeping has been meant to ensure that 

the central bookkeeping information that is 

the basis of the final central government ac-

counts does not contain essential errors.

The National Audit Office’s opinion on 
the final central government accounts

The final central government accounts for 

2011 have been prepared according to exist-

ing regulations.

Helsinki, 22 May 2012

 Auditor General Tuomas Pöysti

 Principal Financial Auditor Aila Aalto-Setälä
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2 Compliance with the budget and key 
provisions regarding it

The National Audit Office submitted 86 fi-

nancial audit reports concerning fiscal year 

2011 for ministries and agencies, including 

60 accounting offices and 26 other agencies.

Financial audits for fiscal year 2011 re-

vealed improper procedures in 14 account-

ing offices and four other agencies on the 

basis of which one or more cautions were 

issued that constituted procedures contrary 

to the budget or key provisions regarding it 

and concerning which a qualified opinion on 

regularity was included in the financial audit 

report. The figures given for 2010 and 2011 

are comparable, and roughly the same num-

ber of reports was issued. In 2009 the univer-

sities were part of the state budget economy 

and the number of reports was higher; con-

sequently figures concerning qualified opin-

ions are not comparable with other years.

The total number of agencies receiving a 

qualified opinion on regularity fell by three 

compared with 2010. Cautions concerned 

different matters and totalled 35.

The most significant reasons for qualified 

opinions on regularity concerned the use of 

an appropriation or authorisation contrary to 

the budget. Ten accounting units received 

such cautions in their financial audit report. 

Cautions in this category had to do with the 

FINANCIAL AUDIT REPORTS 
IN

QUALIFIED OPINIONS ON 
REGULARITY IN

2011 2009 2010 2011
Office of the President of the Republic 1
Prime Minister’s Office 1 1

Administrative sector of the Ministry for Foreign Affairs 1 1 1 1
Administrative sector of the Ministry of Justice 2
Administrative sector of the Ministry of the Interior 7 2
Administrative sector of the Ministry of Defence 3 2 1 1
Administrative sector of the Ministry of Finance 15 3 3 2
Administrative sector of the Ministry of Education and Culture 7 16 5 2
Administrative sector of the Ministry of Agriculture and Forestry 9 1 2 2
Administrative sector of the Ministry of Transport and Communications 5 4 1 2
Administrative sector of the Ministry of Employment and the Economy 27 5 7 7
Administrative sector of the Ministry of Social Affairs and Health 5 2 1 1
Administrative sector of the Ministry of the Environment 3    

86 37 21 18

use of an appropriation or authorisation for a 

purpose contrary to the budget, the alloca-

tion of expenditure contrary to the budget, 

the extension of the period of use of an ap-

propriation or authorisation contrary to the 

budget, the recording of revenues in a gross 

budgeted expenditure item and the exceed-

ing of an appropriation or authorisation. 

Nearly 30 cautions were issued in this cat-

egory.
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Shortcomings in arranging performance 

accounting and in presenting information 

on operational efficiency led to the issuing 

of cautions in five accounting units’ finan-

cial audit reports. Arranging performance 

accounting is a precondition for presenting 

information concerning operational perfor-

mance in final accounts. As a whole, the 

situation improved slightly compared to the 

previous year.

On the basis of financial audits of account-

ing units, attention still needs to be drawn 

to arranging internal control in accordance 

with the provisions in section 24 b of the 

State Budget Act and the principles of good 

governance. In the opinion of the National 

Audit Office, special attention should be 

paid to effective internal control methods 

and the closing of gaps in internal control. 

The State Budget Act and the State Budget 

Decree should be supplemented so that they 

also support proper procedures in operating 

models in which responsibility for tasks has 

been delegated to multiple actors.

Qualified opinions generally concern a 

particular area of financial management or 

specific procedures. Consequently the con-

clusion cannot be drawn that about one-

fourth of the state’s financial management 

as a whole does not meet the requirement 

of regularity or that an abuse of state funds 

is involved. In evaluating the significance of 

a qualified opinion on regularity one must 

also keep in mind that agencies vary in size 

financially. A qualified opinion on regular-

ity should always be regarded as a serious 

matter for the agency in question, however. 

The purpose of financial audit is to report 

on procedures that signify a deviation from 

regular compliance with the budget and key 

provisions regarding it.
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3 Reporting required by Parliament in the 
Report on the Final Central Government 
Accounts

In parliamentary communication 50/2010 

Parliament called for the Government to re-

port on the implementation of the following 

measures in the Report on the Final Central 

Government Accounts for 2011:

1 Parliament calls for the Government to 

take measures to clarify and improve 

the information base, openness and 

transparency of the central government 

spending limits. The information base 

must give Parliament better precondi-

tions for decision-making regarding the 

spending limits and the monitoring of 

compliance with the spending limits and 

their implementation.

2 Parliament calls for the Government to 

evaluate for each fund whether there are 

still essential grounds as required in sec-

tion 87 of the Constitution to arrange ac-

tivities and financing through off-budget 

funds.

3 Parliament calls for the Government to 

take measures to change the structure 

of the spending limits procedure so as 

to include a mechanism that allows the 

making and interim review of transport 

investments that are profitable and pay 

for themselves.

4 Parliament calls for the Government to 

study whether tax subsidies should be 

included in the spending limits proce-

dure. Deciding on the total amount of tax 

subsidies, for example, is justified as part 

of fiscal policy rules.

5 To ensure the sustainability of local gov-

ernment finances Parliament calls for 

the Government to include in the central 

government spending limits a ceiling on 

how much the state can allocate expend-

iture to the local government sector dur-

ing the spending limits period through 

legislative and other means.

6 Parliament calls for the Government to 

take measures to increase the flexibility 

of the spending limits procedure so that 

appropriations can be allocated better in-

side and between administrative sectors.

7 Parliament calls for the Government 

to report on the implementation of the 

measures in points 1–6 in the Report on 

the Final Central Government Accounts 

for 2011.

In parliamentary communication 17/2011 

Parliament called for the Government to re-

port on the implementation of the following 

measures in the Report on the Final Central 

Government Accounts for 2011: 

8 (1) Parliament calls for the Government 

to take the necessary measures to elimi-

nate borrowing in excess of liquidity 

needs.

9 (2) Parliament calls for the Government 

to give proper consideration to the meas-

ures concerning budget statements that 

have been noted in a report.

10 (3) Parliament calls for the Government 
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to report on the implementation of meas-

ures in the next Report on the Final Cen-

tral Government Accounts.

In parliamentary communication 25/2011 

Parliament called for the Government to re-

port on the implementation of the following 

measures in the Report on the Final Central 

Government Accounts for 2011: 

11 (2) Parliament calls for the Government 

to prepare and introduce a joint man-

agement and information system for the 

justice and interior administration so 

that also with respect to the timetable 

it allows the entry into force of criminal 

investigations and coercive measures 

legislation and to report to Parliament 

in the next Report on the Final Central 

Government Accounts.

Reporting by the Government

The Government has reported on the points 

required by Parliament in the Report on the 

Final Central Government Accounts. Points 

1–6 were connected to the National Audit 

Office’s separate report to Parliament on 

the effectiveness of the central government 

spending limits procedure as a fiscal policy 

instrument (R 21/2010 vp). In its follow-up 

the National Audit Office will report to Par-

liament on the matter. In point 8 the Govern-

ment has reached a solution as required by 

Parliament. With regard to point 11 the Gov-

ernment has taken the measures required by 

Parliament and a solution will be reached in 

2014 according to plan. 

Point 8

In point 8 Parliament called for the Govern-

ment to take the necessary measures to elim-

inate borrowing in excess of liquidity needs. 

The Constitutional Law Committee issued a 

statement on the matter (4/2001) in which 

it noted that the budget covering require-

ment does not require the full withdrawal of 

a budgeted loan if this is not necessary for 

liquidity. 

In 2011 about 1.7 billion euros of loans 

budgeted by Parliament were not withdrawn 

because the state’s liquidity did not require 

net borrowing according to the budget. Any 

portion of a loan that is not withdrawn re-

duces the state’s interest costs, although a 

precise estimate of actual savings has not 

been made. The matter has proceeded in the 

manner called for by Parliament. In 2011 the 

possibility not to withdraw part of a loan ac-

cording to the new interpretation could not 

be utilised fully, and consequently savings 

in the coming years will probably be larger 

than in 2011.
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4 Information on social effectiveness in the 
Report on the Final Central Government 
Accounts

4.1 The National Audit Office’s opinions

In auditing information on social effective-

ness in the Report on the Final Central Gov-

ernment Accounts, administrative sectors’ 

reporting was evaluated in relation to the 

objectives set for administrative sectors in 

the budget. The audit of information on so-

cial effectiveness for 2011 was conducted in 

the same way as for 2010. This also allowed 

made it possible to evaluate the develop-

ment of the quality of reporting. In addition 

to information on social effectiveness, the 

process used in preparing the Report on the 

Final Central Government Accounts for 2011 

was examined in the administrative sectors.

On the basis of the audit, the Report on the 

Final Central Government Accounts does not 

provide a true and fair view of the achieve-

ment of social effectiveness objectives in all 

respects. Reporting has not been prepared 

in a uniform manner in different adminis-

trative sectors and does not cover all social 

effectiveness objectives related to the use of 

state funds. The matter will be underlined in 

the future if the Government’s activity report 

and the Report on the Final Central Govern-

ment Accounts are combined in the form of 

the Government’s annual report. The current 

way in which the Report on the Final Central 

Government Accounts is prepared, in which 

setting objectives and reporting on their 

achievement take place separately, does 

not allow the proper verification of account-

ability. Collecting effectiveness information 

in connection with final account information 

also leads to problems, timetables are too 

tight for collecting this kind of information, 

and preparation is often left up to ministries’ 

financial units. In developing performance 

management and reporting, special atten-

tion should be paid to verifying accountabil-

ity connected to the use of funds. The proper 

verification of accountability would require 

the planning of reporting when objectives 

are set. For the sake of coverage the Gov-

ernment should ensure that the Government 

and ministries report to Parliament on all the 

objectives that have been set. In addition 

ministries’ management should make a bet-

ter commitment to preparing reporting.

On the basis of the audit, the administra-

tive sectors’ presentation of effectiveness 

information in the Report on the Final Cen-

tral Government Accounts has generally im-

proved, with a few exceptions. The coverage 

of the evaluation of the achievement of set 

objectives has particularly improved. Nearly 

all the administrative sectors presented at 

least an evaluation of the achievement of ob-

jectives set in the budget on a scale ranging 

from poor to excellent.

The preparation of reporting on social ef-

fectiveness information in the Report on the 



17

Final Central Government Accounts is done 

hastily. Furthermore reporting still takes place 

separately from the setting of objectives. On 

the basis of the audit the situation could be 

improved by planning reporting better in 

connection with the setting of objectives.

Accountability is reporting on 
objectives connected to the use of 
funds

In previous years audits have noted that one 

problem in the Report on the Final Central 

Government Accounts is that reporting has 

often been limited to describing activities 

and the measures that have been taken in an 

administrative sector. The two previous years 

the financial controller, who supervises the 

preparation of the Report on the Final Cen-

tral Government Accounts, has instructed 

the administrative sectors to prepare a table 

outlining the achievement of objectives. This 

has clearly improved the coverage of report-

ing. The requirement has also indirectly im-

proved the quality of reporting in general. 

Even in descriptive sections more attention 

has been paid to the achievement of objec-

tives and the presentation of indicators de-

scribing the achievement of objectives.

The administrative sectors have mainly 

conducted a self-evaluation of the achieve-

ment of objectives. A few administrative 

sectors also presented the reasoning behind 

their evaluations. In these cases an objective 

and an evaluation of its achievement as well 

as the indicators on which the evaluation was 

based were successfully combined in a con-

cise form. When the Government’s reporting 

to Parliament is reformed in the coming year, 

this kind of approach could lead to clearer 

reporting.

In spite of the financial controller’s instruc-

tions, all the administrative sectors did not 

present the achievement of objectives in 

table form. As a result no information was 

presented on some objectives, and in some 

cases reporting was limited to describing 

measures. The failure to comply with instruc-

tions is also an indication that the Govern-

ment’s accountability as a whole is poorly im-

plemented in the Report on the Final Central 

Government Accounts. The ministries have 

acted independently in preparing the Report 

on the Final Central Government Accounts. 

The implementation of accountability varies 

with regard to individual ministries. Atten-

tion should be drawn to this matter in reform-

ing the Government’s reporting.

The preparation process is not linked 
to the setting of objectives

The ministries mainly prepare effectiveness 

information for the Report on the Final Cen-

tral Government Accounts in a similar pro-

cess. A ministry’s management issues prepa-

ration instructions for this purpose around 

the beginning of the year. These instructions 

refer to or are appended to the instructions 

that have already been issued by the finan-

cial controller. The preparation instructions 

give a particular unit responsibility for col-

lecting effectiveness information. In some 

cases the prepared text has to be approved 

by the ministry’s management group, while 

in other cases the approval or decision 

method is left open. Ministries’ instructions 

mainly refer to a ministry’s effectiveness ob-

jectives and call for reporting to concentrate 

on them. A few ministries also drew atten-

tion in their own instructions to the section of 

the financial controller’s instructions asking 

for a summary of a ministry’s objectives and 

their achievement in table form.
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The ministries prepare effectiveness infor-

mation for the Report on the Final Central 

Government Accounts along with their own 

final account information for different agen-

cies. The collecting of social effectiveness in-

formation for the Report on the Final Central 

Government Accounts is done hastily. The 

person responsible for collecting information 

typically spends a couple of weeks on this 

work, in addition to the time spent in min-

istries’ departments. The use of resources 

for this purpose is not monitored separately, 

however.

The information in the Report on the Final 

Central Government Accounts is collected 

from several sources. Typical sources are 

different registers and monitoring systems. 

Special evaluations or studies are not per-

formed for the Report on the Final Central 

Government Accounts. Partly it involves 

matters for which monitoring information 

does not exist. In this case evaluating the 

achievement of an objective is based mainly 

on an expert appraisal.

Reporting in the Report on the Final Cen-

tral Government Accounts is still a separate 

process and is not directly linked to the set-

ting of effectiveness objectives by a ministry. 

This is clearly visible in the preparation of 

the Report on the Final Central Government 

Accounts. In order for reporting to focus on 

evaluating the achievement of set objec-

tives, special attention has been drawn to 

the matter both in the financial controller’s 

instructions and in many administrative 

sectors’ own instructions. In spite of this in-

formation is not provided in the Report on 

the Final Central Government Accounts on 

all the objectives that have been set. The 

achievement of objectives has not even been 

evaluated on a scale ranging from poor to 

excellent in all respects.

The separate nature of the reporting process 

is also visible in the fact that it is often genu-

inely difficult to report on set objectives. In 

setting objectives thought has not been giv-

en to how their achievement can be evalu-

ated and reported.
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4.2 Audit findings on the presentation of effectiveness 
information

This section includes examples of findings on 

which the National Audit Office’s opinions 

are based. Emphasis is placed on matters 

related to the process used in preparing the 

Report on the Final Central Government Ac-

counts, since the preparation process was a 

special focus of the audit this time.

The Ministry of Finance and the Prime 

Minister’s Office did not present effectiveness 

objectives or evaluate their achievement in 

table form according to the financial control-

ler’s instructions. The Ministry of the Interior 

presented objectives partly in table form, but 

it evaluated the achievement of objectives in 

a way that differed from the financial con-

troller’s instructions. The instructions were 

the same as the previous year in this respect. 

Failure to comply with the instructions re-

flects the ministries’ independent position 

in preparing the Report on the Final Central 

Government Accounts.

Mostly, however, the ministries presented 

objectives in table form according to the fi-

nancial controller’s instructions. In their tables 

the Ministry of Justice and the Ministry of the 

Environment also presented the criteria used 

in evaluating the achievement of objectives. 

This structure including an evaluation of the 

achievement of objectives together with crite-

ria improved the credibility of reporting. The 

structure also ensured the coverage of report-

ing and improved its quality.

The Ministry of Employment and the Econ-

omy was the only ministry that prepared a 

permanent process description regarding the 

preparation of the Report on the Final Cen-

tral Government Accounts. The description 

makes it easier to manage the preparation 

process and ensures the quality of prepara-

tion in connection with personnel changes. 

The Ministry of Defence also described the 

preparation process in its instructions for pre-

paring the Report on the Final Central Gov-

ernment Accounts for 2011.

In most ministries responsibility for collect-

ing effectiveness information for the Report 

on the Final Central Government Accounts 

has been given to the ministry’s financial unit. 

However, the financial unit is generally quite 

far from a ministry’s actual area of responsi-

bility, which effectiveness information con-

cerns. Since the effectiveness information in 

the Report on the Final Central Government 

Accounts is not produced systematically, the 

need for cooperation among different units 

is underlined. Units in areas of responsibility 

have better knowledge of evaluations or stud-

ies in their own sphere that can be utilised in 

preparing effectiveness information and are 

thus in a better position to report on matters.

Several ministries did not report on the 

achievement of all objectives. The Ministry 

of Education and Culture did not report on 

the achievement of objectives regarding the 

quality of education and research. The Minis-

try of Transport and Communications and the 

Ministry of Social Affairs and Health reported 

on the achievement of objectives in an incon-

sistent manner. Although the text said that 

some objectives had not been achieved, their 

achievement was indicated as satisfactory or 

good in table form. The Ministry of Transport 

and Communications reported on some ob-

jectives in a different form in the budget and 

in the Report on the Final Central Govern-

ment Accounts. At the Ministry of Agricul-

ture and Forestry there were also differences 

between the budget and the Report on the 

Final Central Government Accounts, with the 

latter presenting more gauges and indicators 

regarding objectives than the budget.
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4.3 Audit method

The audit concerned the information on so-

cial effectiveness that was presented in the 

Report on the Final Central Government 

Accounts. Social effectiveness refers to the 

achievement of the objectives that have 

been set for social policy and the role of 

policy measures in achieving objectives. For 

the sake of accountability in the Report on 

the Final Central Government Accounts the 

audit focused on the use of funds and effec-

tiveness achieved through the use of funds.

The audit of effectiveness information in 

the Report on the Final Central Government 

Accounts for 2011 was conducted in the same 

way as the audit of information for 2010.

The audit mainly looked at the adequacy 

of information in the Report on the Final 

Central Government Accounts but also ex-

amined the accuracy of reported information 

to some extent. The adequacy of information 

was evaluated by identifying the effective-

ness objectives that were set for administra-

tive sectors in the 2011 budget. Reporting on 

the final central government accounts was 

analysed in relation to these objectives. Ad-

equate reporting means providing informa-

tion on the achievement of all effectiveness 

objectives or related development. It also 

includes reporting on any significant use of 

funds even when objectives have not been 

set.

The main question was:

– Does the Report on the Final Central 

Government Accounts provide a true 

and fair view of the achievement of social 

effectiveness objectives in an administra-

tive sector?

The main question was supplemented with 

the following subquestions aimed at evaluat-

ing the quality of objectives and information 

in the Report on the Final Central Govern-

ment Accounts:

– Were social effectiveness objectives pre-

sented in the budget?

– Were objectives essential for the admin-

istrative sector and functional from the 

viewpoint of management and monitor-

ing?

– Was information provided in the Report 

on the Final Central Government Ac-

counts concerning all the objectives that 

were set in the budget?

– Was information on the achievement 

of objectives in the Report on the Final 

Central Government Accounts of high 

quality?

The audit looked mainly at objectives and 

related reporting. In evaluating the quality of 

objectives and reporting, criteria were find-

ings made in the course of the National Audit 

Office’s audit and expert work.

The process used in preparing the Report 

on the Final Central Government Accounts 

for 2011 was also examined with the help of 

a questionnaire concerning all administrative 

sectors. Drafters of the texts in the Report 

on the Final Central Government Accounts 

were interviewed by phone and e-mail to 

find out what instructions had been given 

for this purpose in the administrative sector, 

how the text is drafted in the administrative 

sector and what resources were available for 

preparation. The aim of interviews was to 

find general problem areas in the administra-

tive sectors’ preparation of the Report on the 

Final Central Government Accounts.

The audit was conducted according to the 

National Audit Office’s performance audit 

manual.
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5 The central government spending 
limits procedure and the fiscal policy 
information base

5.1 The National Audit Office’s opinions

The National Audit Office audits compliance 

with the central government spending lim-

its annually. On the basis of the audit, the 

estimate of underspending in relation to 

the spending limits that is presented in the 

Report on the Final Central Government Ac-

counts for 2011 can be regarded as providing 

a true view. Consequently, according to the 

spending rules set out in the Government 

Programme, 200 million euros can be car-

ried forward to 2012 for one-off expenditure 

items, the spending limits notwithstanding. 

The National Audit Office considers it good 

that the Ministry of Finance has continued 

precise reporting on compliance with the 

spending limits in the Report on the Final 

Central Government Accounts for 2011.

The National Audit Office draws special 

attention to the development of expenditure 

outside the spending limits. The spending 

limits procedure’s possibilities in ensuring 

the sustainability of public finances are re-

duced by their narrow coverage. The Minis-

try of Finance’s working group memorandum 

on the development of the spending limits 

system has clearly presented the purpose of 

the spending limits system: The purpose of 

spending rules is to restrict the total amount 

of spending that taxpayers must pay for. In 

the opinion of the National Audit Office, 

making an exception concerning the transfer 

of revenue from the public service broadcast-

ing tax cannot be considered consistent with 

this fundamental purpose of the spending 

limits system.

In 2011 and 2012 the Government and the 

Ministry of Finance have improved the way 

in which information concerning liabilities 

and associated risks is presented to Parlia-

ment for decision-making in parliamentary 

documents. The audit did not observe mat-

ters that would prevent the financial informa-

tion in Government proposal 150/2011, Gov-

ernment statement 1/2012 and Government 

communications and statements submitted to 

the 2012 Parliament concerning crisis man-

agement in the euro area from being consid-

ered reliable in essential respects.

The evaluation of financial impacts and 

risks associated with measures aimed at 

managing the crisis in the euro area needs 

to be improved so that Parliament can ob-

tain a reliable and correct overall picture. 

The Ministry of Finance has developed the 

evaluation of the financial impacts and risks 

associated with measures aimed at manag-

ing the crisis in the euro area in the com-

mentary to a government proposal (34/2012) 

that was submitted to Parliament on 26 April 

2012 concerning the approval of an agree-

ment on the establishment of the European 

Stability Mechanism. Special attention 
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should be paid to informing Parliament at 

the earliest possible stage in order to ensure 

Parliament’s position in financial decision-

making and Parliament’s effective participa-

tion in the preparation of EU matters. In crisis 

management important economic decisions 

have repeatedly been made on a very fast 

timetable. With better preparation and by in-

forming Parliament some of these situations 

could have been avoided at least to some 

extent. The state’s risks should be evaluated 

as a whole and a systematic framework that 

includes the qualitative and quantitative 

examination of risks on the basis of the best 

available evaluation should be employed in 

classifying risks.

The audit did not observe essential errors 

in information concerning the state’s liabili-

ties and associated risks in the final central 

government accounts for 2011 or the Report 

on the Final Central Government Accounts. 

The Report on the Final Central Government 

Accounts does not include an overall evalua-

tion of the effects of the state’s liabilities and 

associated risks on the state’s ability to meet 

its legal obligations, nor are risks examined 

with the help of a fully systematic framework 

according to international recommendations 

and standards. The examination and analy-

sis of risks in the Report on the Final Central 

Government Accounts needs to be improved.

In the opinion of the National Audit Office, 

the information reported on central govern-

ment debt management provides a true and 

fair view of central government debt and 

related risks. In evaluating risks attention 

should, however, be paid to maintaining 

Finland’s credit rating and the possibility to 

implement an effective debt management 

strategy.
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5.2 Audit of the spending limits procedure

To achieve a credible and stable fiscal 

policy, Finland has adopted fiscal policy 

rules aimed at curbing the rise in central 

government expenditure. An incoming 

Government decides on spending limits for 

the entire electoral term. The allocation of 

funds is then revised annually in spending 

limits decisions. Spending limits thus form 

a framework of fiscal policy rules that steer 

the Government’s fiscal policy. The Govern-

ment reports on compliance with the spend-

ing limits in the Report on the Final Central 

Government Accounts. The general strategy 

and outlook in the budget proposal and sup-

plementary budget proposals have also pro-

vided information on compliance with the 

spending limits for the electoral term and 

the relation between the budget proposal or 

a supplementary budget proposal and the 

spending limits for the electoral term. The 

Ministry of Finance monitors compliance 

with the spending limits by comparing price 

and structurally adjusted expenditure devel-

opment with the budget. 

The National Audit Office audits the infor-

mation base used in fiscal policy decision-

making and compliance with the spending 

limits as well as the achievement of fiscal 

policy objectives. The results of the annual 

audit of compliance with the spending limits 

and the fiscal policy information base are in-

cluded in the National Audit Office’s separate 

report to Parliament on the audit of the final 

central government accounts and the Report 

on the Final Central Government Accounts.

The audit examines spending limits de-

cisions, budget proposals and budgets to-

gether with preparatory documents, as well 

as the final accounts. Criteria include the 

transparency of decision-making and prepa-

ration as well as risks. The functioning and 

effectiveness of applied instruments are also 

examined from the viewpoint of fiscal policy 

objectives.

5.2.1 Compliance with the spending 
limits and the transparency of the 
spending limits procedure in fiscal 
year 2011

The fiscal year 2011 was an election year. 

During the electoral period 2007–2010 the 

spending limits for 2011 were adjusted ac-

cording to price and structural changes. In 

autumn 2010 after revisions to the budget 

proposal the expenditure ceiling for 2011 

was 38,072 million euros. In a supplemen-

tary proposal on 29 October 2010 the spend-

ing limits were again revised with price and 

structural adjustments so that the overall 

expenditure ceiling according to the spend-

ing rules in the Government Programme was 

38,090 million euros at the 2011 price level. 

In a supplementary budget proposal for 2011 

the total amount of expenditure covered by 

the spending limits was 37,731 million euros. 

This left an unallocated reserve of 59 million 

euros in addition to the 300 million euros re-

served for supplementary budget proposals. 

Parliament added to the budget 59 million 

euros of expenditure covered by the spend-

ing limits.

The National Audit Office compared the 

2011 budget proposal, the budget and the 

final central government accounts for 2011 

with the spending limits decision that was 

issued in spring 2010 and the spending 
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limits with price and structural adjustments 

prepared by the Ministry of Finance in con-

nection with the drafting of the budget. To 

perform calculations the National Audit Of-

fice used the spending limits decision that 

was issued on 30 March 2010 with its revi-

sion of the spending limits decisions issued 

on 25 May 2007 adjusted to the 2011 price 

and cost level. The National Audit Office also 

had access to the Ministry of Finance’s pre-

paratory materials, which show indices and 

price and cost adjustments compared to the 

level on 30 March 2010. The index and price 

change percentages used in the 2011 price 

and cost level adjustment were taken directly 

from the Ministry of Finance’s calculations.

In the calculation the division into expend-

iture included in the spending limits and 

expenditure outside the spending limits has 

been obtained annually from the Ministry 

of Finance in connection with the spending 

limits decision. The division for subsequent 

changes and additions has mainly been made 

by the National Audit Office. These changes 

concern, for example, items that have not 

been included in the spending limits or that 

have been combined or divided after the 

spending limits decision. Comparisons be-

tween the spending limits, the budget and 

the final accounts have always been carried 

out in the same way.

On the basis of the National Audit Office’s 

audit, the estimate of underspending in rela-

tion to the spending limits that is presented in 

the Report on the Final Central Government 

Accounts for 2011, amounting to 220 million 

euros, can be regarded as providing a true 

view. Consequently, according to what was 

set out in the Government Programme, 200 

million euros can be carried forward to 2012 

for one-off expenditure items, the spending 

limits notwithstanding. It should be pointed 

out, however, that the calculations performed 

by the National Audit Office contain inaccu-

racies with regard to the division between 

expenditure included in the spending limits 

and expenditure outside the spending limits.

The Report on the Final Central Govern-

ment Accounts for 2011 presented in table 

form the amount of expenditure included in 

the spending limits in the budget and sup-

plementary budgets as well as the price and 

structurally adjusted level of expenditure 

covered by the spending limits. The ta-

ble makes it possible to see how much the 

budget has remained below the expenditure 

ceiling. The National Audit Office considers 

it good that the Ministry of Finance has con-

tinued precise reporting on compliance with 

the spending limits in the Report on the Final 

Central Government Accounts for 2011.

5.2.2 The application of the spending 
limits in the 2012 budget and the 
first supplementary budget as well 
as the spending limits decision for 
2013–2016

The first spending limits decision of the 

2012–2015 electoral term was based on the 

“technical spending limits decision” that 

was issued in spring 2011. The basis for the 

spending level in 2012–2015 were decisions 

that had already been made and their effects 

on the level of spending in coming years. 

Thus the technical spending limits did not 

contain political lines. The spending limits 

decision in spring 2011 was prepared so that 

it formed a reliable basis for evaluating ex-

penditure during the next electoral term in 

the government programme negotiations. 

In the Programme of Prime Minister Jyrki 

Katainen’s Government it was agreed that 

central government expenditure included 

in the spending limits would be 1.2 billion 
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euros less in 2015 than the figure in the 

spending limits decision of March 2011. The 

Government’s first spending limits decision, 

covering the 2012–2015 electoral term, was 

submitted to Parliament on 5 October 2011 

along with the Government’s budget propos-

al for 2012. Two government proposals sup-

plemented the 2012 budget proposal. The 

Government’s first supplementary budget 

was submitted on 29 March 2012. According 

to calculations made by the National Audit 

Office, the level of expenditure in 2012 is 

within the spending limits after the first sup-

plementary budget.

In its programme the Government commit-

ted to undertake further adjustment meas-

ures if indications are that the central gov-

ernment debt-to-GDP ratio is not shrinking 

and if the central government deficit shows 

signs of settling at over 1% of GDP. In con-

nection with forecasts that were released in 

December 2011, the Ministry of Finance and 

the Bank of Finland estimated the need for 

adjustments in order to achieve the objec-

tives in the Government Programme at about 

5 billion euros. Estimates based on the fore-

casts that were released in March 2012 were 

lower than this. According to the baseline 

scenario in the forecast that was released by 

the Research Institute of the Finnish Econ-

omy (ETLA) in March 2012, for example, 

achieving the deficit objective would require 

3.8 billion euros in further adjustments cal-

culated at the 2015 level. In ETLA’s baseline 

forecast Finland’s GDP growth in 2012–2015 

will be 2.2 per cent a year. In a better-case 

scenario growth would average 2.7 per cent 

and in a worse-case scenario 1.5 per cent. 

According to ETLA’s forecast gross public 

debt will decline only in the better-case sce-

nario, but even then the deficit objective will 

not be met.

In the light of forecasts it is clear that the 

Government must take further adjustment 

measures to stay within its programme. At-

tention must be paid to the timing of meas-

ures, however. Large-scale adjustment meas-

ures should not be undertaken during a pe-

riod of recession or weak economic growth. 

In Finland the cyclic aspects and long-term 

objectives of fiscal policy are in conflict with 

each other now that the debt crisis in the euro 

area has worsened. Resolving this conflict 

requires that special attention must be paid 

to strengthening prerequisites for economic 

growth and measures aimed at improving 

public sector productivity and increasing the 

employment rate.

In the spending limits negotiations in 

spring 2012 the Government in accordance 

with its programme decided on further ad-

justment measures to stabilise the economy, 

based on the forecast released by the Minis-

try of Finance in March 2012. Further adjust-

ment measures totalling 2.4 billion euros at 

the 2015 level were included in the spending 

limits for 2013–2016. New tax policy adjust-

ment measures are expected to increase cen-

tral government tax revenue by a net total 

of 1.2 billion euros at the 2015 level. Further 

adjustment measures will reduce the level of 

expenditure included in the spending limits 

according to the first spending limits decision 

for the electoral term by 1.2 billion euros at 

the 2015 level. The overall and annual spend-

ing limits for the parliamentary term were ac-

cordingly adjusted downwards by amounts 

equivalent to additional expenditure cuts. 

The spending rules for the electoral term are 

thus in line with the spring 2012 spending 

limits decision, which contains additional 

expenditure cuts totalling 249 million euros 

in 2013. Furthermore, the Government has 

taken the discretionary decision to lower the 

spending limits by 100 million euros in 2013. 

Indexation suspensions will also lower statu-
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tory price adjustments by 146 million euros 

in 2013. All in all expenditure cuts within the 

framework of the spending limits will come 

to 495 million euros in 2013.

To increase the transparency and openness 

of the spending limits procedure the Ministry 

of Finance has prepared a manual describ-

ing the preparation and maintenance of the 

spending limits for the 2012–2015 electoral 

term, which has been published on the min-

istry’s website.1 The intention is to update 

this manual at the beginning of each elec-

toral term. The National Audit Office consid-

ers this a good addition to the transparency of 

the central government spending limits and 

the information base.

The National Audit Office draws special 

attention to the development of expenditure 

outside the spending limits, since the spend-

ing limits procedure’s possibilities in ensur-

ing the sustainability of public finances are 

reduced by their narrow coverage. Expendi-

ture outside the spending limits according to 

the spending limits decision for 2013–2016 

will total approximately 11.8 billion euros 

in 2013, which is 1.1 billion euros more than 

expenditure outside the spending limits 

budgeted for 2012, including the first sup-

plementary budget for 2012.

According to a Government resolution 

that was approved on 21 December 2011 an 

exception from the spending rules agreed 

in the Government Programme was made 

in connection with the reform of financ-

ing for the Finnish Broadcasting Company, 

which will enter into force at the beginning 

of 2013. The current television fee will be 

replaced with a public service broadcasting 

tax in 2013. Revenue from this tax will be 

credited to the state budget and transferred 

to the State Television and Radio Fund. The 

transfer will be included in the budget as an 

expenditure item outside the spending lim-

its. The matter and its nature as an exception 

are presented openly in the spending limits 

decision for 2013–2016. In the opinion of the 

National Audit Office, the open presentation 

of exceptions to spending rules is positive.

In a statement that it issued during the 

drafting stage the Ministry of Finance op-

posed making an exception to spending rules 

in the Government’s proposal for the amend-

ment of the Act on the Finnish Broadcasting 

Company and the Act on the State Television 

and Radio Fund (subsequently Government 

proposal 29/2012). The statement pointed 

out that handling the proceeds from an ear-

marked tax as an expenditure item outside 

the spending limits is an exception both from 

spending rules and from previous practice. 

For the credibility of the spending limits and 

fiscal policy rules in general it is good that 

attention is drawn to the inconsistency of the 

solution model in relation to the spending 

limits system and its objectives during the 

Government’s preparation.

The nature of the transfer as an item out-

side the spending limits and the justifiability 

and consistency of the exception that was 

decided can be questioned. Certain expendi-

ture items have been left outside spending 

rules in accordance with the Government 

Programme. Transferring the revenue from 

the public service broadcast tax to a fund 

cannot be compared to expenditure that is 

regarded as excluded from the spending lim-

its system. The purpose of the spending limits 

system and fiscal policy rules in general has 

not been explicitly stated in the Government 

Programme or spending limits decisions. The 

1  Spending limits manual – Description of the preparation and maintenance of the spending limits for the 2012–2015 electoral term, 
Ministry of Finance 2012.
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Ministry of Finance’s working group memo-

randum on the development of the spend-

ing limits system has clearly presented the 

purpose of the spending limits system: The 

purpose of spending rules is to restrict the 

total amount of spending that taxpayers must 

pay for.

Making an exception concerning the 

transfer of revenue from the public service 

broadcasting tax cannot be considered con-

sistent with this fundamental purpose of the 

spending limits system. The spending limits 

system and spending rules should be viewed 

as fiscal policy instruments. In this case the 

Finnish Broadcasting Company’s special 

task and position and the need to ensure its 

editorial independence do not constitute re-

quirements on the basis of which the transfer 

of tax revenues to a fund can justifiably be 

treated as an item outside the spending lim-

its. Including the item in the total level of the 

spending limits would not signify an attempt 

to steer the content of public service broad-

casting through the spending limits. Treat-

ing the transfer of revenue from the public 

service broadcasting tax as an item outside 

the spending limits cannot be considered 

logically and adequately justified.

The proper functioning of the spending 

limits as a fiscal policy instrument requires 

that their coverage is as large as possible. 

Consequently any exceptions to the spend-

ing limits system should be viewed nega-

tively.

According to the Government Programme, 

the Government will not use tax subsidies to 

circumvent the spending limits in any way 

that clashes with the purpose of the spend-

ing rule. An effort has been made to improve 

reporting on tax subsidies, and the Report on 

the Final Central Government Accounts now 

contains a description of major tax subsidies 

and with regard to fiscal year 2011 for the 

first time an evaluation of the effectiveness 

of tax subsidies. In connection with the ongo-

ing audit of fiscal policy the National Audit 

Office has monitored reporting concerning 

tax subsidies in 2009–2011. In the opinion 

of the National Audit Office, the fact that in 

2010 the scope and coverage of tax subsidies 

were studied and calculation methods were 

updated makes it possible to obtain a true 

and fair view of the amount of tax subsidies. 

It should be noted, however, that monitoring 

the timeliness of tax subsidies and develop-

ing and maintaining calculation methods 

require constant work. Consequently the Na-

tional Audit Office will continue to monitor 

the development of tax subsidies and related 

reporting in future.

According to the Report on the Final Cen-

tral Government Accounts 204 tax subsidies 

were identified in 2011. Calculated subsidies 

totalled 22.1 billion euros, but figures could 

not be calculated for about one-third of tax 

subsidies. Consequently it is not possible to 

estimate the total amount of tax subsidies.
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5.3 The state’s commitments to ensure financial 
stability in the euro area

5.3.1 Audit question and criteria

As part of the ongoing audit of fiscal policy 

the National Audit Office conducts an audit 

in which the audit question is the reliability 

of the information presented to Parliament 

in parliamentary documents concerning the 

state’s commitments to ensure financial sta-

bility in the euro area and associated risks. 

The objective of the audit is to promote 

confidence in the information on which the 

preparation that is the responsibility of the 

Government and Parliament’s decision-

making are based. The audit is conducted 

according to the National Audit Office’s fis-

cal policy audit manual. A fiscal policy audit 

report concerning the provision of a true and 

fair view of the state’s commitments and re-

lated risks in the Report on the Final Central 

Government Accounts and particularly Note 

12 has previously been completed.2

In accordance with section 3 of the Consti-

tution, Parliament exercises legislative pow-

ers and decides on state finances. According 

to section 82 (2) of the Constitution, a state 

security and a state guarantee may be given 

on the basis of Parliament’s consent. Accord-

ing to the commentary to this section of the 

Constitution and established practice, the 

maximum amount to which consent has been 

given must be indicated as precisely as pos-

sible.3 According to the Constitutional Law 

Committee, the maximum amount must be 

specified as clearly and precisely as possible, 

but for associated obligations such as interest 

the maximum amount can also be specified 

verbally.4

According to section 94 of the Constitution, 

Parliament’s approval is required for interna-

tional obligations that contain provisions of a 

legislative nature, are otherwise significant 

or otherwise require approval by Parliament. 

In accordance with sections 96 and 97 of the 

Constitution, Parliament participates in the 

preparation of European Union matters. Fin-

land’s representatives must take into consid-

eration the positions taken by Parliament in 

the procedure prescribed in sections 96 and 

97 of the Constitution when acting in the Eu-

ropean Union. Chapter 7 of the Constitution 

contains more detailed provisions on Parlia-

ment’s decision-making power and obliga-

tion and right to supervise state finances. If 

risks associated with the state’s commitments 

materialise, resulting costs are included in 

the state budget.

Owing to Parliament’s position as the ex-

erciser of legislative and fiscal power and as 

the supreme organ of state, Parliament must 

receive reliable and up-to-date information 

on which to base its decisions. This is ulti-

mately a question of the basic preconditions 

for parliamentary decision-making and the 

parliamentary form of government.5 The 

Constitution contains several provisions on 

Parliament’s right to receive information. Al-
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6  Audit Committee report 1/2011.
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though this is not explicitly stated in the Con-

stitution, Parliament’s constitutional right to 

receive information can be considered to 

imply that information must be reliable in 

terms of content. As the exerciser of legisla-

tive and fiscal power (i.e. the power to decide 

on the state’s revenues and expenditure as 

well as assets and commitments) based on 

the separation of powers prescribed in the 

Constitution, Parliament has the right to 

receive a true and fair view of the state’s fi-

nancial position, revenues and expenditure, 

the implementation of the budget, assets 

and commitments, as well as the results of 

the activities of the Government and admin-

istration.6 This applies both to Parliament’s 

decision-making before the fact and to re-

porting and Parliament’s supervision of state 

finances under the Constitution after the fact. 

In a parliamentary form of government the 

Government’s task is to provide reliable and 

comprehensive information to Parliament 

for decision-making. With regard to final 

account reporting, the reliability of informa-

tion has been prescribed in section 18 of the 

State Budget Act as meaning the provision 

of true and fair information and on this ba-

sis a correct picture of the state’s financial 

position and its development. Requirements 

concerning true and fair information in the 

final central government accounts are given 

concrete form in the State Budget Decree 

(1243/1992) and regulations issued by the 

Ministry of Finance and the State Treasury 

concerning final account reporting and book-

keeping. The most important instructions for 

the justifications and impact evaluations in 

government proposals submitted to Parlia-

ment are contained in guidelines for draft-

ing government proposals and guidelines 

concerning cooperation between Parliament 

and the Government in EU matters.

On the basis of the Constitution Parliament 

receives information for decision-making on 

the state’s international commitments that 

must be approved by Parliament as well as 

the giving of consent to government guar-

antees in the justifications in a government 

proposal. When Parliament participates in 

the preparation of EU matters and decision-

making according to the Constitution, infor-

mation is presented in EU memoranda linked 

to Union communications and Europe com-

munications and their follow-up communica-

tions. In the procedure according to the Act 

on Government Guarantees for the European 

Financial Stability Facility (668/2010), Parlia-

ment considers whether to give its consent 

to a guarantee following the procedure for a 

Government statement prescribed in the Act. 

In this case the key source of information for 

Parliament is the Government statement. The 

essential thing is for Parliament to receive a 

correct picture of the matter from the official 

parliamentary document and supplements 

on which decision-making is based.

It is essential to make a distinction be-

tween liabilities and contingent liabilities. 

Contingent liabilities are not evaluated in 

the balance sheet, but essential information 

for decision-making must be provided con-

cerning its development and particularly its 

materialisation.7 In connection with financial 

stabilisation arrangements in the euro area 

it is also essential to make a distinction be-

tween real liabilities and calculatory maxi-

mum liabilities according to agreements con-

cerning stabilisation funds.

Measures to ensure financial stability in 

the European Union have repeatedly been 
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considered by the Constitutional Law Com-

mittee. In a constitutional evaluation an es-

sential question is to safeguard Parliament’s 

fiscal power as prescribed in section 3 of the 

Constitution and in more detail in Chapter 

7 of the Constitution. According to the Con-

stitutional Law Committee it is necessary to 

examine the effect of liabilities on Parlia-

ment’s budget and fiscal power as a whole.8 

In accordance with statements issued previ-

ously by the Constitutional Law Committee 

it is also necessary to examine how resulting 

liabilities and risks affect the Finnish state’s 

possibilities to meet the obligations that it has 

under the Constitution.9

The criteria for the constitutional evalua-

tion of the European Union’s financial stabili-

sation arrangements that have been outlined 

by the Constitutional Law Committee also 

place requirements on the information that 

must be provided to Parliament in decision-

making and the handling of EU matters, 

which must also be examined in reporting on 

the final central government accounts.

The Constitutional Law Committee point-

ed out in a statement (14/2011) that propos-

als’ justifications must provide an adequate 

description of liabilities. Considering this 

statement as a whole together with other 

statements issued by the Constitutional Law 

Committee, particularly statement 25/2011, 

the description of liabilities should also in-

clude an examination of risks. In the light 

of the principles of democracy Parliament 

should have real possibilities to evaluate 

alternatives to and the effectiveness of the 

policy followed in crisis management, which 

requires sufficiently reliable information and 

analyses of alternative courses of action. This 

principle is derived from the Government’s 

guidelines on good legislative drafting and 

evaluating the impact of legislation.

In practice Finland’s options and room for 

manoeuvre are limited. Reporting on the final 

central government accounts and the evalu-

ation of impacts on which decision-making 

is based also have, or at least can have, an 

important signal effect on financial markets 

and the public. This limits to some extent the 

presentation of different risk evaluations in 

legislative drafting and reporting related to 

crisis management on financial markets. It 

should also be pointed out that the informa-

tion base used by the Government in prepar-

ing legislation depends in many respects on 

information that is obtained from organs in 

the euro area and the European Union.

5.3.2 Ensuring financial stability in the 
euro area in the sovereign debt 
crisis

The international financial crisis has evolved 

into a sovereign debt crisis in the euro area. 

Sovereign debt and large borrowing require-

ments combined with dampened economic 

prospects, economies’ competitiveness prob-

lems and the sustainability gap in public 

finances have become a source of financial 

instability and a factor slowing economic 

growth. The International Monetary Fund 

(IMF) reckons that there are still consider-

able pressures and risks associated with the 

availability and price of sovereign borrow-

ing. The markets are still distrustful of lend-

ing to several countries in the euro area.10

There are numerous reasons for the devel-

opment of the sovereign debt crisis. Many 

countries did not take advantage early 
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enough of the relatively good economic 

growth situation in the beginning of the 

2000s to make reforms improving economic 

competitiveness and the sustainability of 

public finances. On the contrary, in some of 

the countries that are now in crisis or on the 

verge of crisis competitiveness has weak-

ened. Governments in the euro area have 

become deeply indebted. In some of the 

countries that are in or on the verge of crisis 

lower interest rates resulting from the intro-

duction of the euro led to intense private and 

public borrowing and growth in central gov-

ernment expenditure. Nor are the Economic 

and Monetary Union’s agreements honoured. 

When financial and banking activities were 

integrated, supervision did not become su-

pranational in a corresponding manner. 

Neither the European Central Bank nor 

any other actor had been given the role of a 

lender of last resort ensuring financial stabil-

ity. The markets nevertheless operated under 

the tacit assumption that public authorities 

would ensure the financial system and the 

value of receivables.11 In this situation the 

countries in the euro area took on contingent 

liabilities that are now materialising as actual 

commitments, for Finland among others.

Sovereign financial requirements are 

large. Sovereign borrowing and bank bal-

ance sheets have also become intensely 

interlinked. In this situation sovereign bor-

rowing problems constitute a significant 

cause of instability for the real economy and 

its growth through the financial system and 

public demand. The European Union has 

strived to strengthen the coordination of 

economic policy and to improve the sustain-

ability of public finances over the medium 

and long term. Structural reforms improv-

ing economic growth have been discussed, 

but adequate practical measures have so far 

been implemented only to a limited extent, 

particularly in large member states. Structur-

al reforms take time before their results are 

visible in the improved position of public fi-

nances. Since sovereign debt in the euro area 

has not been brought under control through 

structural reforms, the situation remains un-

certain. The debt crisis has tested the resil-

ience of the common currency. Considering 

sovereign debt and problems regarding the 

sustainability of public finances, managing 

debt problems can be expected to continue 

in the euro area and the European Union for 

a long time. In the debt crisis the European 

Union has had to seek quick solutions in situ-

ations for which it has previously not made 

preparations on this scale.

The banking and financial sector has de-

veloped rapidly as a result of single market 

integration and globalisation, and a signifi-

cant part of financial activities are now of a 

cross-border nature. Cross-border banking 

activities have become a channel for avoid-

ing the financial crisis. It should be pointed 

out, however, that cross-border banking 

activities bring many social benefits and 

economic efficiency benefits and can bal-

ance regional disturbances. The interlinking 

of macroeconomic stability and the stability 

and sustainability of the financial system was 

not entirely foreseen.12 The linkage between 

bank balance sheets and public finances 

strengthens public finances as one of the 

sources of macroeconomic stability risks and 
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a bearer of risks.13 According to the IMF, re-

ducing this linkage should be an important 

policy objective in the European Union.14

Arrangements ensuring the stability of the 

financial system were not built sufficiently 

in advance. One of the experiences of the 

financial and debt crisis is that a functioning 

monetary union requires the sufficient coor-

dination of economic and fiscal policy – an 

economic union. And ensuring the stability 

and functioning of the financial system, even 

in situations in which there are market dis-

turbances, requires arrangements at the level 

of the euro area and the European Union – a 

stability union. European Union law did not 

contain at the level of the Union’s founding 

treaties or in the Union’s secondary legisla-

tion provisions and regulations concerning 

the stability of the financial system as an ob-

jective of the Union or means and measures 

to ensure financial stability. The stability of 

the financial system as an objective of the 

Union is now set out in Article 136(3) of the 

Treaty on the Functioning of the European 

Union, which was added to the treaty by Eu-

ropean Council Decision 2011/199/EU. With 

the crisis continuing in the European Union it 

has been necessary to build a stability system 

on a very rapid timetable, partly as a crisis 

management measure.

The foundation for financial stability is be-

ing created on the one hand with legislation 

and regulation concerning financial markets’ 

activities and supervision and on the other 

hand with Union legislation concerning the 

steering of fiscal policy in the European Un-

ion and the euro area and related reporting. 

This regulation has developed rapidly, but its 

implementation and to some extent regula-

tion itself is still under way.

A significant part of the financial stability 

system is the stabilisation funds that have 

been established in the European Union and 

the euro area. Borrowing through the Eu-

ropean Financial Stabilisation Mechanism 

(EFSM) is guaranteed from the European 

Union’s budget. The capital structure of the 

temporary stabilisation fund established by 

the member states in the euro area, the Eu-

ropean Financial Stability Facility (EFSF), is 

very thin. Its access to financing and credit-

worthiness are based mainly on government 

guarantees that have been provided by the 

member states for the procurement of EFSF 

funds. The European Stability Mechanism 

(ESM), established by the member states in 

the euro area on the basis of Article 136(3) 

of the Treaty on the Functioning of the Eu-

ropean Union through an intergovernmental 

agreement, is meant to be a permanent sta-

bilisation fund.

The ESM has its own capital, consisting 

of 80 billion euros of paid-in capital and 620 

billion euros of callable capital. Guarantees 

are not needed for the procurement of ESM 

funds; instead ESM’s own capital serves as 

a security and a basis for its credit rating.15

Central banks’ activities play an important 

role in the stabilisation system. The Europe-

an Central Bank has not been given a direct 

role as a lender of last resort ensuring the 

stability of the financial system in the Treaty 

on the Functioning of the European Union. In 

practice the European Central Bank and the 

European central bank system, which con-

sists of it and national central banks, have 

13  Attention has been drawn to the link between sovereign and bank risks in the euro area as a special matter of concern that requires 
political action in the OECD's evaluation of economics and economic policy in the euro area, see OECD Economic Survey: Euro Area, 
March 2012. OECD 2012.
14  IMF World Economic Outlook, April 2012.
15  Concerning the ESM treaty and the ESM's operating principles see Union Communication 27/2011 together with follow-ups as 
well as parliamentary committees' statements on the matter and Europe Communication 30/2012 on increasing the capacity of Euro-
pean stabilisation funds' firewalls. A consolidated version of the ESM treaty is available on the European Council's website at www.
european-council.europa.eu/media/582911/14-tesm2.fi12.pdf (page visited on 10 April 2012). The approval of amendments to the ESM 
treaty and their entry into force in Finland will be considered by Parliament later in 2012.
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assumed a significant role as a lender of last 

resort that ensures the stability of the finan-

cial system and performs related evaluations. 

The Finnish state’s real liability position is 

thus influenced by the Eurosystem’s Securi-

ties Market Programme, in which the ECB 

and national central banks have according to 

decisions made by the Governing Council of 

the ECB purchased bonds issued by member 

states in the euro area on secondary markets. 

The effect of the operation’s volumes on the 

Eurosystem’s balance sheet can be read on 

the Eurosystem’s balance sheet, which is 

published weekly. The Bank of Finland is re-

sponsible for balance sheet risks associated 

with the Eurosystem, and the Parliamentary 

Supervisory Council supervises the Bank of 

Finland’s activities and risks in this respect. 

The Government is responsible for preparing 

the general criteria and points of departure 

for risk management policy related to the 

Bank of Finland insofar as this concerns leg-

islation regarding the Bank of Finland and 

the distribution of its profits and its balance 

sheet.

The activities of the International Monetary 

Fund (IMF) and any crisis financing provided 

through the IMF are likewise an important 

part of the system ensuring the financial 

stability of the euro area. The state’s tasks 

having to do with IMF quotas are mainly car-

ried out by the Bank of Finland. The Bank of 

Finland has taken care of quota subscriptions 

from its own funds, but in case of losses re-

lated to quotas the Bank of Finland has been 

given a government guarantee with Parlia-

ment’s consent.

Risks, social benefits and alternative 

courses of action associated with the state’s 

commitments must be evaluated against the 

background of arrangements ensuring finan-

cial stability as a whole.

The size of stability funds has been smaller 

than the estimated need. In crisis manage-

ment the aim both in the European Union 

and in Finland on the basis of the Govern-

ment Programme has been to keep support 

measures and states’ liabilities to a minimum. 

One can think that this gives a strong signal 

to the markets that government is involved 

only to a limited extent in bearing credit and 

other risks associated with debts. The aim 

has thus been to avoid moral hazard. On 

the other hand the size of stability funds has 

been influenced by the difficulty to achieve a 

consensus required for unanimous decision-

making. Consequently the dimensioning of 

stability funds has been smaller than the 

potential borrowing and other financial re-

quirements of member states that are vulner-

able to risk and their banks during the next 

two years. The OECD Economic Survey of 

the Euro Area that was published in March 

2012 recommended a higher financing ca-

pacity for crisis funds based on calculations 

concerning the need for borrowing than what 

the Finnish Government in its setting of ob-

jectives considered justified for Finland and 

what the finance ministers in the euro area 

agreed on 30 March 2012.16 According to the 

IMF’s evaluation the need for bank support 

possibly financed partly from stability funds 

cannot be excluded. Bank balance sheets 

need to be strengthened without excessively 

restricting banks’ lending.17 Decisions to in-

crease stability funds have been made suc-

cessively so that previous decisions have not 

even been implemented before new crisis 

management decisions are made.

The above viewpoints should be taken into 
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consideration in evaluating the activities of 

the Government and the Ministry of Finance 

as a provider of reliable information to Parlia-

ment. At issue are international and supra-

national arrangements in which the Finnish 

state’s real influence is limited, despite the 

requirement of unanimity. In the activities of 

the European Union and the Euro Group key 

decision-making and preparatory documents 

also come quite late. The European Union’s 

management of the debt and financial crisis 

has been marked by constant haste and re-

peated crisis decisions. This places national 

preparation and Parliament’s participation in 

a very difficult situation.

In the crisis management situation the 

Union has adopted procedures that do not 

necessarily ensure high-quality and long-

term preparation and that may weaken the 

implementation of democracy, the rule of 

law and the principles of good governance 

according to the Union’s treaties as well as 

the legitimacy of the Union’s activities.18 The 

debt and financial crisis has also underlined 

the need to strengthen the Union’s demo-

cratic legitimacy and the principles of good 

governance.19

5.3.3 Information in parliamentary 
documents as a basis for 
Parliament’s decision-making

In financial stabilisation arrangements in the 

euro area the state’s liability and risk posi-

tion depends on several things. With regard 

to the EFSF interest and other financial costs 

have a significant effect on Finland’s real 

liabilities and calculatory maximum liabili-

ties. Interest costs depend on the maturity 

of the EFSF’s fund procurement and interest 

rates. The amount of any future maximum li-

abilities and risks will also be affected by the 

shifting of a member state from a donor to a 

recipient of financial assistance. A member 

state receiving financial assistance does not 

participate in guaranteeing the procurement 

of funds that are used to finance its own as-

sistance programme. The shift from a donor 

to a recipient does not change a member 

state’s previously given guarantees. Liabil-

ity risk is essentially influenced by the fund 

procurement strategy and operating models 

used by the EFSF. The Finnish state’s risks 

are influenced prudentially by the collateral 

that Finland has received from Greece. In 

the permanent European Stability Mecha-

nism (ESM) the state’s liability and risk po-

sition is clearer than in the EFSF and the 

state’s legal maximum liabilities are more 

precisely limited.

To obtain an overall picture of the state’s 

liability and risk position and to evaluate the 

benefits and costs of stabilisation measures 

it would be useful to employ a systematic 

evaluation framework outlining measures’ 

expected benefits and costs, taking into con-

sideration interest and financing costs and 

classifying risks by type. It would also be rea-

sonable to examine risks with quantitative 

and qualitative evaluations and to explain 

what measures are being taken to manage 

risks (risk management policy). The best pos-

sible estimate of risks is presented taking into 



35

consideration available information. Types 

of risk from the viewpoint of information 

needed for decision-making would be credit 

risk, interest risk, market risk and other risk 

influencing the value and price of a bond or 

other financial instrument, liquidity risk and 

counterparty risk. The evaluation and exami-

nation of risks should provide the maker of 

a financial decision grounds for evaluating 

the nature and extent of different risks in suf-

ficient scope for decision-making.20

Significant government proposals from the 

viewpoint of the state’s commitments have 

concerned the approval and amendment of 

the framework agreement for the European 

Financial Stability Facility and amendments 

to the Act on Government Guarantees for the 

EFSF. In future a government proposal on the 

approval of the ESM treaty will be significant 

in this respect. Government proposal 31/2011 

on the amendment of the Act on Government 

Guarantees for the EFSF and the amend-

ment of the EFSF framework agreement 

was prepared hastily and remained rough 

in terms of content.21 Furthermore the com-

mentary may have given an erroneous pic-

ture of the content of the proposal and the 

amount of the state’s liabilities. In particular 

the government proposal did not make clear 

whether interest and costs were included 

in guarantee liability. In its statement the 

Constitutional Law Committee considered 

it necessary to clarify the legal position in a 

suitable connection since the Act on Govern-

ment Guarantees for the EFSF needs to be 

updated anyway. The Constitutional Law 

Committee called for special attention to be 

paid to the clarity and precision of regula-

tion concerning the state’s financial liabili-

ties and noted that proposals’ commentary 

should comprehensively explain the content 

of liabilities.22 In the opinion of the National 

Audit Office a comprehensive explanation of 

the content of liabilities means the quantita-

tive and qualitative examination of liabilities 

and associated risks.

Government proposal 150/2011, which 

Parliament approved in the second reading 

on 27 April 2012, contains a clarification of 

the legal position as called for by the Con-

stitutional Law Committee. The government 

proposal clearly explains the content of the 

guarantee and over-guarantee as well as the 

effect of the change in the EFSF’s fund pro-

curement method and operational guidelines 

on risks. The evaluation of financial impacts 

also includes an examination of risks. The 

proposal does not contain an examination of 

benefits and alternative models as referred 

to in the guidelines for drafting government 

proposals and the guidelines for impact as-

sessment. On 26 April 2012 the Government 

submitted a government proposal to Parlia-

ment on the approval of the agreement on 

the establishment of the European Stability 

Mechanism (ESM) and an Act to bring into 

force regulations in its legislative field (Gov-

ernment proposal 34/2012). The government 

proposal examines risks associated with cri-

sis management instruments. The evaluation 

of economic impacts includes an estimate of 

the size of total risks from Finland’s view-

point. For timetable reasons it has not been 

possible to include in this separate report to 

Parliament an evaluation of the reliability of 

the information in the government proposal.

Parliament participates in the handling 

of government guarantees for the EFSF’s 

20  These are also a requirement set by International Public Sector Accounting Standards for public sector financial statements, IPSAS 
30. A similar requirement is contained in the International Financial Reporting Standards (IFRS), which concern listed companies.

21  Government proposal to Parliament on the approval of an agreement amending the EFSF framework agreement between Belgium, 
Germany, Estonia, Ireland, Greece, Spain, France, Italy, Cyprus, Luxembourg, Malta, the Netherlands, Austria, Portugal, Slovenia, 
Slovakia, Finland and the European Financial Stability Facility as well as an Act on the approval of regulations in its legislative field 
and an Act to amend section 2 of the Act on Government Guarantees for the European Financial Stability Facility.
22  Constitutional Law Committee statement 14/2011 on Ministry of Finance communication 1/2011.
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fund procurement in the consideration of EU 

matters as prescribed in sections 96 and 97 

of the Constitution and in the Government 

statement procedure according to the Act on 

Government Guarantees for the EFSF. The 

commentaries to government proposals and 

the Report on the Final Central Government 

Accounts for 2011 have emphasised that the 

granting of a guarantee is always based on 

Parliament’s consent. Politically this is true. 

Legally in the Government statement pro-

cedure according to the Act on Government 

Guarantees for the EFSF, Parliament decided 

only on confidence in the Government. With-

in the framework of the maximum guarantee 

authorisation granted in the Act on Govern-

ment Guarantees for the EFSF the Govern-

ment can decide on guarantees for the EFSF’s 

fund procurement. The Government can also 

be considered to have the best preconditions 

to evaluate the risks and justifiability of each 

guarantee commitment from the viewpoint of 

Finland’s interests and to evaluate the effects 

of guarantees on the Finnish state’s ability to 

meet its legal obligations. The Government 

and Finland’s representatives in EU and euro 

area organs have a duty to take into consid-

eration the positions presented by Parliament 

in the procedures according to sections 96 

and 97 of the Constitution.

Government statement 1/2012, which was 

submitted on the basis of the Act on Gov-

ernment Guarantees for the EFSF and con-

cerned the second aid package for Greece, 

contains plenty of detailed information on the 

package and its financing and risks. Stability 

risks, risks that can be spread through the 

banking system, the weakening of Greek 

debt sustainability and the legal criteria for 

determining Finland’s liability are properly 

elucidated.23 The statement contains a de-

scription of the public sector’s participation 

in Greece’s debt restructuring and Finland’s 

collateral arrangement. On the basis of the 

audit, the brief description of the collateral 

arrangement for the aid package for Greece 

in the statement does not contain essential 

errors. A more detailed description is avail-

able on the Ministry of Finance’s website.

The Government has submitted numerous 

Union communications and Europe com-

munications to Parliament, together with 

follow-ups. The aim in accordance with the 

Constitution has been to keep Parliament 

up to date and provide information on the 

management of the debt and financial crisis. 

The documents submitted to Parliament are 

generally in line with guidelines concern-

ing cooperation between Parliament and the 

Government in EU matters. Memorandums 

include an evaluation of financial impacts 

and an examination of risks as required by 

guidelines, but these often remain quite nar-

row or with regard to impacts refer to pre-

viously submitted documents. According to 

guidelines, memorandums and follow-ups 

focus on a particular question in EU decision-

making, in which case other documents must 

be examined to obtain an overall picture of fi-

nancial impacts. In fast-paced EU crisis man-

agement decision-making the risk is that the 

overall picture will not become sufficiently 

clear. On the basis of documents it may also 

remain unclear to what extent previous deci-

sions are still in effect in the changing situa-

tion. This applies, among other things, to the 

use of EFSF leverage after the Euro Group 

reached a decision in principle on 30 March 

2012 on the expansion of stabilisation funds’ 

financing capacity. For this reason overall 
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examinations at regular intervals are needed.

Europe communication 30/2012 on in-

creasing stabilisation funds’ capacity clearly 

points out the effects of interest risk and sta-

bilisation funds’ changing borrowing on the 

Finnish state’s liabilities. Union communica-

tion 27/2011 on the ESM treaty gives a proper 

account of Finland’s maximum liability and 

the effects of decision-making procedures on 

Finland’s formal position. The examination of 

real alternatives as well as benefits and costs, 

taking into account financing costs, is more 

sketchy. The communication and its follow-

up memorandum emphasise Finland’s stand 

and efforts to see that the ESM’s capacity is 

limited to 500 million euros and that any de-

cision to increase its financing capacity will 

be made separately. In fact the crisis in the 

euro area proceeded in late 2011 to a situa-

tion in which increasing the financing capac-

ity of stabilisation funds became more and 

more timely. An evaluation of the adequacy 

of stabilisation funds’ capacity as a precon-

dition for the effectiveness of stabilisation 

measures is not included in impact evalu-

ations. Europe communications 25/2012, 

16/2012 and 99/2010 explain the effect of the 

change in the EFSF’s operating method and 

fund procurement strategy on Finland’s risks. 

To provide a better overall picture, in exam-

ining risks and risk management it would be 

prudent to employ a systematic framework 

in future.

Some Europe communications and Union 

communication follow-ups have been sub-

mitted to Parliament on a very urgent time-

table. This is due to the way in which Un-

ion organs and the Euro Group’s high-level 

working group, which has become important 

in crisis management, supply important doc-

uments at the last minute. In some respects 

the situation is due to the need for rapid deci-

sion-making required by crisis management. 

There is too little time for the sufficiently 

careful preparation of such important finan-

cial decision-making. The Government’s Eu-

rope communication procedure is intended 

to provide Parliament information at the ear-

liest possible stage, and in the opinion of the 

National Audit Office the procedure can be 

started before all the Union’s documents are 

ready. The Government’s attention should be 

drawn to informing Parliament at the earliest 

possible stage.

From the viewpoint of Finland’s liability 

and risk position the implementation meas-

ures taken in the EFSF and the ESM are also 

important. Procedures for informing Parlia-

ment of these measures should also be es-

tablished.

In the opinion of the National Audit Office, 

the Government and the Ministry of Finance 

have improved reporting and the evaluation 

of the Finnish state’s liabilities and risks as 

part of Parliament’s decision-making proce-

dures. Government proposal 151/2011 and 

Europe communication 30/2012 contain reli-

able basic information, and on the basis of 

the audit there is no reason to question their 

correctness. Likewise Europe communica-

tion 99/2011 on the EFSF’s operational plans 

and increasing capacity with leveraging con-

tains a description of operational models and 

their risks. On the basis of the audit there is 

no reason to question the correctness of this 

description. In order to provide an overall 

picture of liabilities and associated risks, it 

would be prudent to employ a systematic 

evaluation framework. To improve the pre-

conditions for Parliament’s financial decision-

making it is also necessary to develop the 

examination of alternative operating models 

and scenarios and the presentation of overall 

benefits and costs according to guidelines for 

evaluating impacts.
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5.3.4 The Report on the Final Central 
Government Accounts and the 
final central government accounts 
for 2011

In fiscal policy audit report 4/2012 Commit-

ments to the euro area’s financial stability 

arrangements – information on the binding 

character and riskiness of exposures in the 

Report on the Final Central Government 

Accounts, the National Audit Office evalu-

ated whether current guidelines provide 

preconditions for the provision of a true and 

fair view of the state’s commitments and 

associated risks in reporting. The audit re-

port presented several recommendations. It 

particularly emphasised the need to make a 

distinction between calculatory maximum li-

abilities according to framework agreements 

concerning the EFSF and the ESM and real, 

legal commitments and particularly real 

guarantee liabilities for the EFSF’s fund pro-

curement. In evaluating the Finnish state’s 

possibilities to meet its obligations under the 

Constitution, real commitments that have 

been made are decisive. Evaluating real and 

contingent maximum liabilities and associ-

ated risks according to the framework agree-

ment and the ESM treaty is important for the 

state’s risk management in order to obtain 

a picture of what financial consequences 

for the state economy possible weaker de-

velopment in stabilising the euro area could 

have. The Ministry of Finance has changed 

the way in which liabilities are presented in 

the final central government accounts for 

2011 and Note 12 according to the recom-

mendations presented in the National Audit 

Office’s fiscal policy audit.

A description of the state’s commitments is 

included in Note 12 of the final central gov-

ernment accounts. According to Note 12 in 

the Report on the Final Central Government 

Accounts for 2011 government guarantees 

and pledges totalled 10.9 billion euros at the 

end of 2011. According to the tables in section 

3.3. of the Report on the Final Central Gov-

ernment Accounts, commitments and liabili-

ties resulting from stabilisation arrangements 

in the EU and the euro area total 5.7 billion 

euros. This estimate also include’s Finland 

calculated shares of the IMF’s, the EFSF’s and 

the EU’s balance of payments assistance. The 

tables in Note 12 present the Finnish state’s 

real guarantee liability associated with each 

aid decision. Section 3.3. of the Report on the 

Final Central Government Accounts contains 

a very clear and comprehensive description 

of the Finnish state’s financial commitments 

and liabilities related to the crisis in the euro 

area. Guarantee commitments given to the 

EFSF’s fund procurement have been item-

ised and presented in table form. The table 

shows how the liabilities associated with the 

aid packages for Ireland and Portugal pre-

sented in Note 12 are formed.

The description in section 3.3. of the Report 

on the Final Central Government Accounts 

concerning support for the euro area and the 

state’s liabilities is based in many respects on 

the situation at the end of November 2011 

and the report that was submitted to Parlia-

ment by the Ministry of Finance on 13 De-

cember 2011. It would have been more logi-

cal and in line with general principles con-

cerning final account analysis to update the 

examination to the situation at the end of the 

year and the state’s balance sheet. The Min-

istry of Finance has the capability to produce 

up-to-date information, since in any case it 

updates the amount of liabilities associated 

with supporting the euro area. For example 

the situation in March 2012 was published in 

a memorandum on the ministry’s website on 

24 April 2012.

Several places in the Report on the Final 
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24  In its feedback on this separate report the Ministry of Finance notes that the partial application of international accounting stan-
dards cannot result in a consistent end result and that the need to reform the final central government accounts should be evaluated 
as a whole.

Central Government Accounts draw at-

tention to risks associated with the Finnish 

state’s liabilities qualitatively and to some 

extent quantitatively. However, the examina-

tion does not contain a systematic framework 

with quantitative and qualitative analyses as 

recommended in international standards, as 

mentioned in section 5.3.1 of this report. The 

Report on the Final Central Government Ac-

counts does not include vulnerability assess-

ments if the crisis in the euro area continues 

or spreads. In the light of international ac-

counting standards such vulnerability assess-

ments would be recommendable and justi-

fied for the state’s risk management. On the 

other hand very detailed vulnerability and 

risk analyses presented in public documents 

can give the markets signals that weaken the 

credibility of crisis management.24

The description in the Report on the Final 

Central Government Accounts covers basic 

matters regarding the state’s risks, but it does 

not include sufficient information regarding 

the effects of the state’s liabilities and their 

possible materialisation on the Finnish state’s 

possibilities to meet its obligations under the 

Constitution in the way referred to by the 

Constitutional Law Committee. This kind of 

analysis should be presented to Parliament 

separately for its financial decision-making. 

The government proposal on the approval of 

the ESM treaty that was submitted to Parlia-

ment on 26 April 2012 includes this kind of 

analysis (Government proposal 34/2012).

The Report on the Final Central Govern-

ment Accounts briefly goes over Finland’s 

collateral arrangement in connection with 

the aid package for Greece. The report does 

not contain an evaluation of what share of 

Finland’s liabilities have been covered with 

collateral, but this is apparent in Government 

statement 1/2012, for instance. A description 

of the main features and implementation of 

Finland’s collateral arrangements in connec-

tion with the aid package for Greece is avail-

able on the Ministry of Finance’s website. 

This is therefore not included in the Report 

on the Final Central Government Accounts.

The Report on the Final Central Govern-

ment Accounts describes Finland’s increased 

credit risk associated with Finland’s loan re-

ceivables from Greece. In the state’s book-

keeping and final accounts loan receivables 

have been evaluated at their face value with 

regard to capital, which means that write-

downs have not been made. On the basis of 

section 66 c (1) of the State Budget Decree, 

loan receivables should be recorded in the 

final accounts at their face value, but not in 

excess of their probable value. The National 

Audit Office notes that the entries in the final 

central government accounts contain signal 

value in a way that is significantly differ-

ent from final accounts in the private sector. 

Government statement 1/2012 explained to 

Parliament that the second aid package for 

Greece also included public sector credi-

tors’ debt restructuring, in which debts were 

exchanged for bonds with a longer maturity 

and lower interest rate. On the basis of in-

formation received in the audit, Finland has 

received interest rates according to agree-

ments. Public sector loan receivables have in 

fact been treated differently from private sec-

tor receivables in the restructuring of Greek 

debt. Loan subsidies provided by states do 

not have corresponding markets that would 

describe directly the value of loan receiva-

bles. Consequently the National Audit Office 

does not have objections to the evaluations 
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presented in the final central government ac-

counts. As supplementary information from 

the external auditor the National Audit Of-

fice again draws attention to an expert evalu-

ation made within the sphere of the IMF ac-

cording to which Greece’s debt sustainability 

is very vulnerable to delays in the results of 

structural reforms that are a condition in the 

new aid package or to unfavourable exter-

nal conditions.25 The debt sustainability risk 

associated with loan receivables and result-

ing increased credit risk should have been 

explained more clearly in order to provide a 

correct picture.

On the basis of the audit the National Audit 

Office notes that the information in the final 

central government accounts and the Report 

on the Final Central Government Accounts 

concerning the state’s liabilities and associ-

ated risks does not contain essential errors. 

The Report on the Final Central Government 

Accounts does not include an overall evalua-

tion of the effects of the state’s liabilities and 

associated risks on the state’s ability to meet 

its legal obligations. The examination and 

analysis of risks in the Report on the Final 

Central Government Accounts should be 

improved.

25  See IMF: Transcript of the Euro Crisis Seminar, 20 April 2012, available at www.imf.org/external/np/tr/2012/tr042112b.htm and IMF 
European Department Seminar Presentation, available at www.imf.org/external/np/tr/2012/pdfs/042112.pdf (pages visited on 23 April 
2012). A more official IMF expert evaluation is included in IMF Country Report No 12/57, Greece: Request for Extended Arrangement 
Under the Extended Fund Facility-Staff Report; Staff Supplement; Press Release on the Executive Board Discussion; and Statement 
by the Executive Director for Greece. Available at www.imf.org/external/pubs/ft/scr/2012/cr1257.pdf (page visited on 23 April 2012).
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5.4 Information concerning central government debt 
and debt management

Central government debt and debt manage-

ment are examined particularly from the 

viewpoint of whether a true and fair view 

is presented in final central government ac-

counts reporting. Central government debt 

management refers to the measures that are 

taken by central government with regard to 

long-term and current debt. Debt manage-

ment thus covers central government debt 

and cash management as well as related op-

erations and risks. The strategic objective of 

central government debt management is to 

satisfy borrowing requirements and to mini-

mise the long-term costs of borrowing at an 

acceptable risk level.

Central government debt increased in 

2011, with 4.5 billion euros of new borrow-

ing in net terms. Central government debt 

rose to about 79.7 billion euros in 2011. Inter-

est costs on central government debt came 

to about 1.9 billion euros in 2011. In spite of 

adjustment measures the amount of central 

government debt will rise nominally over 

the medium term, since state budgets will 

remain in deficit throughout the electoral 

term. Growth in the central government debt 

ratio is expected to slow during the spending 

limits period and to turn slightly downwards 

in 2016.

Financial stabilisation arrangements in 

the euro area will increase central govern-

ment debt. According to a decision made by 

Eurostat, debt incurred by the EFSF will be 

recorded as part of the debt of countries that 

have granted guarantees. This is in spite of 

the fact that it involves a guarantee that does 

not result in the need for borrowing in the 

state budget. Liabilities resulting from guar-

antees will be recorded in the debt of coun-

tries that have granted guarantees when the 

EFSF actually grants a loan to crisis coun-

tries. Eurostat will inform guarantor coun-

tries of the correct debt share. This will en-

sure that debts and receivables are recorded 

uniformly in the euro countries. In 2011 312 

million euros was recorded in Finland’s pub-

lic debt on loans that the EFSF has granted 

to Ireland and Portugal. When the European 

Stability Mechanism (ESM) goes into opera-

tion in July 2012 the Finnish state’s debt will 

increase by 1.44 billion euros as a result of 

the payment of its capital share. Thus stabi-

lisation arrangements have not significantly 

increased Finland’s debt burden up to now. 

It should be pointed out, however, that the 

materialisation of guarantee commitments 

in full would significantly increase Finland’s 

debt.

The Report on the Final Central Govern-

ment Accounts has presented the develop-

ment of the state’s debt position and the stra-

tegic objectives of debt management and has 

evaluated the effectiveness of the manage-

ment of the active interest risk position. An 

estimate of the cumulative result of the active 

interest risk position in 2001–2011 is about 

1.8 billion euros according to the Report on 

the Final Central Government Accounts. In 

other words, without the management of the 

interest risk position, interest costs on central 

government debt would have been higher by 

this amount. In the opinion of the National 

Audit Office, information concerning cen-

tral government debt management provides 

a true and fair view of central government 

debt and related risks. In evaluating debt 



42

management risks attention should, how-

ever, be paid to maintaining Finland’s credit 

rating and possibility to implement an effec-

tive debt management strategy.

The Finnish state presently has the best 

possible rating from three rating agencies, 

although one of these has placed Finland’s 

credit rating under monitoring so that it may 

fall in the near future. In addition to its rela-

tive credit rating position it is very important 

for the Finnish state to maintain the best pos-

sible credit rating in the future. Maintaining 

this rating will influence interest and debt 

management costs, but above all will ensure 

broad possibilities to procure funds. With 

central government debt and interest costs 

on the rise and particularly owing to uncer-

tainties related to the international economic 

operating environment, it is very important 

for commitment to the responsible manage-

ment of public finances to support the main-

tenance of the Finnish state’s credit rating on 

the best possible level.

The budget covering requirement has 

been interpreted in such a way that a loan in-

cluded in the budget has been withdrawn in 

full even when this would not have been nec-

essary for liquidity. Debt management proce-

dures owing to the application of section 84 

of the Constitution and the budget covering 

requirement resulting in unnecessary extra 

costs were ended in 2011, so that net borrow-

ing was about 1.7 billion euros less than state 

budgets approved by Parliament would have 

required. In this respect reduced borrowing 

in comparison with the budgets approved by 

Parliament is not a consequence of the better 

than expected development of central gov-

ernment finances.

Section 84 of the Constitution and the 

budget covering requirement have previ-

ously been applied in central government 

debt management in such a way that the 

state budget has always been covered with 

borrowing even if the state would have had 

liquid funds from appropriations to take care 

of subsequent payments. As a result the state 

has increased debt more than liquidity would 

have required, which has led to debt man-

agement procedures that have resulted in 

unnecessary costs.

When it considered the National Audit Of-

fice’s report (R 15/2008) Parliament called 

for the Government to provide Parliament 

an account of development policy lines for 

the state’s cash management and the need 

to amend legislation regarding the budget 

and budget principles (Parliamentary com-

munication 21/2008 – R 15/2008). When a 

government proposal (158/2010) to amend 

section 84 of the Constitution lapsed in the 

Constitutional Law Committee at the end of 

the electoral term, the Constitutional Law 

Committee was asked to take a position on 

the interpretation of the budget covering 

requirement prescribed in the Constitution. 

In its statement (4/2011 – R 12/2011) the 

Constitutional Law Committee took the po-

sition that the budget covering requirement 

in section 84 (2) of the Constitution applies 

expressly to Parliament when it decides on 

the content of the budget and that the budget 

covering requirement does not call for the 

withdrawal of a budgeted loan in full if with-

drawing a loan is not necessary for liquidity. 

In its report (1/2011) the Audit Committee 

called for the Government to take the neces-

sary measures to end borrowing in excess of 

liquidity needs.

After the Constitutional Law Committee’s 

statement and the Audit Committee’s report 

the State Treasury changed the application 

practice for section 84 of the Constitution in 

central government debt and cash manage-

ment during 2011 so that borrowing in ex-

cess of liquidity needs based on the budget 
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covering requirement ended. The Report 

on the Final Central Government Accounts 

says that net borrowing was about 1.7 billion 

euros less than state budgets approved by 

Parliament would have required. 

Ensuring central government debt man-

agement, risk management and liquidity 

are critical functions. In the opinion of the 

National Audit Office, providing adequate 

resources for and developing these functions 

and operational risk management should be 

ensured.



44





NATIONAL AUDIT OFFICE OF FINLAND

Antinkatu 1, P.O.BOX 1119, FI-00101 Helsinki

Tel. +358 9 4321, Fax +358 9 432 5820, www.vtv.fi

ISSN 1796-9530 (print)

National Audit Office’s separate report to Parliament 
 on the audit of the final central government accounts 

for 2011 and the Report on the Final Central 
Government Accounts

National Audit Office’s reports to Parliament R 14/2012 vp


	Contents
	1 Financial audit report on the audit of the final central government accounts for 2011
	2 Compliance with the budget and keyprovisions regarding it
	3 Reporting required by Parliament in theReport on the Final Central GovernmentAccounts
	4 Information on social effectiveness in theReport on the Final Central GovernmentAccounts
	4.1 The National Audit Office’s opinions
	4.2 Audit findings on the presentation of effectivenessinformation
	4.3 Audit method

	5 The central government spendinglimits procedure and the fiscal policyinformation base
	5.1 The National Audit Office’s opinions
	5.2 Audit of the spending limits procedure
	5.2.1 Compliance with the spendinglimits and the transparency of thespending limits procedure in fiscalyear 2011
	5.2.2 The application of the spendinglimits in the 2012 budget and thefirst supplementary budget as wellas the spending limits decision for2013–2016

	5.3 The state’s commitments to ensure financialstability in the euro area
	5.3.1 Audit question and criteria
	5.3.2 Ensuring financial stability in theeuro area in the sovereign debtcrisis
	5.3.3 Information in parliamentarydocuments as a basis forParliament’s decision-making
	5.3.4 The Report on the Final CentralGovernment Accounts and thefinal central government accountsfor 2011

	5.4 Information concerning central government debtand debt management


