Conclusions and recommendations of
the National Audit Office

Planning and monitoring of investments, and the
knowledge base used in investment decisions

The audit was targeted at investments made by the central government
accounting offices and the related internal control procedures. Investments are
economically significant long-term acquisitions aimed at gaining benefits or
savings over time. Investments are a significant expenditure item in central
government finances. On average, the real investments of on-budget entities
amount to about EUR 1.4 billion per year. The purpose of the audit was to provide
information on the procedures for investment planning and monitoring as well as
on the knowledge base used in investment decisions.

The procedures for identifying significant investments
vary

Under the regulation on the planning and monitoring of investments, the
accounting offices shall plan and monitor the investments that they consider to be
significant for their activities. The accounting offices shall consider the procedures
used in the planning and monitoring and their accuracy and level based on the
nature, size and significance of the investment.

The procedures applied by the accounting offices for identifying significant
investments vary. Based on the audit, the State Treasury's guidelines on the
planning and monitoring of investments leave the accounting offices a lot of
discretion in the definition of significant investments and in the application of
procedures. The guidelines do not contain any concrete criteria on the basis of
which the significance of investments for the finances and activities should be
assessed. The identification of significant investments should guide the selection
of procedures used in the planning and monitoring of investments.

The procedures for investment planning and monitoring
have been defined to varying degrees

The accounting offices should define the procedures used in the planning and
monitoring of investments. The procedures should be documented at least in the
financial rules. The accounting offices can also issue instructions on investments
in other ways, for example through separate investment guidelines or project
management guidelines.

The procedures for planning and monitoring have been described with varying
accuracy. The accounting offices that make major investments on a regular basis
have often issued detailed instructions on the procedures. In some accounting
offices, no concrete procedures have been documented.



The planning of significant investments was largely
appropriate

Significant investments should be planned adequately based on their nature, size
and significance. There are no mandatory requirements for the planning, but the
procedures can be selected by the accounting offices. Investments are mainly
based on appropriate investment proposals. However, the planning procedures
used vary considerably between different investments. Non-monetary benefits
were highlighted in the investments. The number of sensitivity analyses and
alternative calculations made is fairly low. Based on the audit, significant
investments have mainly been planned adequately.

Shortcomings were found in the project evaluations of
the Finnish Transport Infrastructure Agency

Provisions on project evaluation for transport infrastructure projects are laid
down in the Highways Act (503/2005) and the Railways Act (110/2007). According
to the law, the Finnish Transport Infrastructure Agency or the Centre for Economic
Development, Transport and the Environment (ELY Centre) shall prepare a project
evaluation of a master plan or a road or railway plan for a major road or railway
project. The objective of the project evaluation is to bring transparency to the
choices made during the planning phase and to ensure the progress of the most
effective project alternatives.

Project evaluations required by the law should be prepared for major transport
infrastructure projects. The purpose of the project evaluation is to support
decision-making on project planning and implementation. The audit found that
project evaluations had not been carried out on all transport infrastructure
projects. Cases where the project evaluation required by the law has not been
carried out or where it does not meet the content requirements under the law can
be considered as shortcomings in internal control.

Significant investments are monitored adequately

Significant investments should be monitored. There are no formal or standardised
content requirements for the monitoring, but the procedures can be decided by
the accounting offices. According to the State Treasury's guidelines, monitoring
makes it possible to respond to potential deviations and to take corrective actions
already during the implementation of the investment. Ex-post calculations are
made once the investment is completed and the operations have stabilised.

Based on the audit, significant investments have mainly been monitored
adequately. The monitoring procedures varied significantly by accounting office
and investment. The most common form of monitoring is cost monitoring of the
investment.



Recommendations

1. Based on the audit, it is recommended that the State Treasury should
develop its guidelines on the planning and monitoring of investments so that
they would better guide the accounting offices in identifying significant
investments and applying procedures based on the nature, size and
significance of the investment.

2. The Finnish Transport Infrastructure Agency should ensure that the project
evaluations required by the law are made on significant transport
infrastructure projects. It is also recommended that the evaluations and
justifications concerning the application of project evaluation guidelines and
the scope of the project evaluation should be documented. In addition, it is
recommended that uniform procedures should be established for producing
documented qualitative assessments.
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