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Conclusions and recommendations of the 
National Audit Office of Finland

The audit examined the planning and building of capabilities carried out under the Finn-
ish Defence Forces Development Programme. The Finnish Defence Forces Development 
Programme is a 12-year plan, drawn up every four years, for developing the capabilities of 
the defence system. The aim of the Programme is to ensure long-term and balanced de-
velopment of the defence system.

The audit was launched because of the significance of the development of capabilities 
for central government finances. In 2023, over EUR 1.9 billion was allocated to the item 
‘Defence materiel procurement’ (27.10.18), which is the most essential budget item for the 
implementation of the Development Programme. There is hardly any information availa-
ble from public sources on the Finnish Defence Forces Development Programme and its 
implementation, as the matters are largely classified.

The defence administration's procurement authorisations and appropriations will in-
crease significantly in the coming years. As the security environment changes and defence 
spending increases, special attention must be paid to the capability of the Finnish Defence 
Forces to implement materiel development.

The Finnish Defence Forces steers and monitors development 
programmes systematically
The Finnish Defence Forces Development Programme consists of nine development pro-
grammes, which are further divided into sub-programmes and projects. The overall struc-
ture of the development programmes is clear and seems to progress logically. The activ-
ities are steered comprehensively by several internal regulations of the Finnish Defence 
Forces, which are well known to the personnel. The personnel consider the regulations 
to be mostly clear and readily applicable in practice, and they are also developed actively. 

The strategic planning process model of the Finnish Defence Forces is comprehensive. 
However, because of its scope, it is somewhat inflexible, particularly if there are rapid 
changes in other actors' objectives and their capabilities' threat potential. The Finnish 
Defence Forces manages the process of building capabilities, which follows the strategic 
planning, using several different instruments, such as project and life cycle models and re-
lated monitoring and audit mechanisms. They support the effective building of capabilities.

The Finnish Defence Forces has, for the most part, monitored the implementation of 
development programmes comprehensively. Although the development programmes are 
of considerable significance to central government finances, they appear only indirectly 
in the performance agreements between the Ministry of Defence and the Finnish Defence 
Forces. The current strategic planning processes of the Finnish Defence Forces and the 
Ministry of Defence are also somewhat separate from each other.
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Capabilities are not always developed holistically
Capabilities and the follow-on effects of their development consist of eight different com-
ponents. The follow-on effects are assessed at different phases of planning and implemen-
tation, but their practical management has remained inadequate in several of the projects 
examined in the audit. The audit revealed, among other things, that, despite planning, 
storage facilities may not be available in a timely manner for the capability that is being 
built. Similar examples were also found in maintenance and personnel needs. Problems in 
the management of follow-on effects hinder the comprehensive building of capabilities. 
At worst, they may lead to a considerable risk to central government finances, where the 
life cycle of the procured defence materiel proves shorter than planned, for example due 
to inadequate storage or maintenance.

The funding for capabilities is divided between two budget items. Materiel for capabil-
ities built in projects is procured using appropriations under the item ‘Defence materiel’ 
(27.10.18), whereas the funding needed for managing follow-on effects comes almost ex-
clusively from the item ‘Operating expenditure’ (27.10.01). It is important that the funding 
plans under these two budget items are balanced and closely interconnected.

Expertise and flow of information are essential for the successful planning and imple-
mentation of development programmes.  Officers serving in the Finnish Defence Forces 
typically follow a career path marked by a 2–3 year job rotation. The job rotation causes 
personnel changes and leads to problems, particularly in the transfer of tacit knowledge.

Project schedules have often been prolonged
Based on the projects examined in the audit, the internal project guidelines of the Finn-
ish Defence Forces are properly followed. The projects are highly different in nature and 
typically very long in duration. However, projects are not always closed promptly, as the 
official closure can be delayed by the completion of a single detail.

Within the audit scope and time frame, it was not possible to comprehensively verify 
that the projects meet their objectives and remain within the budget. The Finnish Defence 
Forces has, through life cycle audits, verified the projects' maturity to transition from one 
life cycle phase to another. According to the audit findings, the projects have achieved 
their interim targets, and capabilities have been built in line with the objectives. However, 
a number of the projects examined have progressed more slowly than planned, although 
the reasons have largely been beyond the projects' control.

There have been problems in the functioning of the 
commissioning procedure
The Finnish Defence Forces Logistics Command plays a key role in the implementation of 
development programmes. Projects issue commissions to the Logistics Command, which 
then prepares the procurements related to building materiel capabilities with both tech-
nical and commercial considerations and implements the procurements. However, the 
commissioning procedure has not functioned optimally. The issues with the procedure 
have included commissions not being received as planned, the model for processing com-
missions at the Logistics Command, and variability in the information content of the ac-
tual commissions. In 2024, the Logistics Command launched a development project to 
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pilot new operating models. Based on the audit, the development activities launched by 
the Logistics Command are going in the right direction.

The audit paid attention to the adequacy of the Logistics Command's personnel. The 
shortage of personnel causes delays in the processing of commissions, which may be re-
flected more broadly in the building of capabilities.

The budgeting of procurement authorisations is heavily front-
loaded
Parliament has granted the Finnish Defence Forces a considerable number of authorisa-
tions under which the Defence Forces can conclude contracts for materiel procurement. 
For example, in 2023, Parliament granted the procurement authorisation ‘Materiel devel-
opment of the Finnish Defence Forces 2023’, amounting to EUR 827 million. Under the 
law, regulations and guidelines, the procurement authorisation is available only during 
the financial year for which it was budgeted. The audit found that, on average, around 40 
percent of the procurement authorisations ‘Materiel development of the Finnish Defence 
Forces 2023’ under the ‘Defence materiel’ item (27.10.18) remained unused during the year 
they were originally granted.

Unused authorisations from the previous financial year can be renewed in the following 
year's budget, and in the case of defence materiel appropriation, this is a common practice. 
There should be a justified reason for renewing the authorisation, and it should be pre-
sented in the explanation and context of the item or class. However, based on the audit, no 
justification has been presented in the budget proposals for 2015–2023 for renewing the 
authorisation ‘Materiel development of the Finnish Defence Forces’.

Recommendations of the National Audit Office
1.	 The Finnish Defence Forces should pay attention to building capabilities as a com-

prehensive entity and issue guidance to ensure that the funding plans for capabilities 
are balanced between the materiel and operating expenditure items.

2.	 The Finnish Defence Forces should continue to develop the commissioning proce-
dure and enhance the operational management of the Logistics Command and the 
monitoring of commissions.

3.	 The Finnish Defence Forces should implement the personnel strategy objectives of 
gradually slowing the job rotation, high-quality induction and ensuring the transfer 
of tacit knowledge from one role holder to another.

4.	 The Ministry of Defence should include indicators describing the implementation of 
development programmes in the performance agreement of the Finnish Defence Forces.

5.	 The Finnish Defence Forces and the Ministry of Defence should coordinate their stra-
tegic planning processes.

6.	 The Finnish Defence Forces and the Ministry of Defence should pay attention to the 
correct timing of budgeting of procurement authorisations and ensure that projects 
have sufficient procurement readiness when procurement authorisations are proposed 
for the budget.

7.	 The Finnish Defence Forces, the Ministry of Defence and the Ministry of Finance 
should pay attention to the presentation of justifications for the renewal of procure-
ment authorisations in budget proposals.
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1	 Scope of the audit

The audit assessed the planning and building of capabilities carried 
out under the Finnish Defence Forces Development Programme. The 
Finnish Defence Forces Development Programme (PVKEHO) is a 
12-year plan for developing the capabilities of the Finnish Defence 
Forces and the defence system. It provides the basis for planning, 
building, maintaining and phasing out capabilities of the Finnish De-
fence Forces. The Finnish Defence Forces Development Programme 
consists of nine development programmes, which are further divid-
ed into sub-programmes and projects.

The significance of the Finnish Defence Forces Development Pro-
gramme for central government finances is considerable. The key 
budget item for the implementation of development programmes 
is 27.10.18 (‘Defence materiel procurement’), the appropriations of 
which are mainly used to build capabilities in development pro-
grammes. In 2015, around EUR 470 million in total was allocat-
ed to this item, and since then, the appropriations under this item 
have increased considerably. In 2023, the amount allocated to this 
item totalled EUR 1.927 billion. The funding of the development of 
capabilities in development programmes is strongly based on the 
authorisation procedure.

The audit aimed to respond to three audit questions concern-
ing the planning and management of development programmes, 
the achievement of programme objectives and compliance with the 
budget.  The criteria for the audit questions were largely defined 
on the basis of the internal guidelines and regulations of the Finn-
ish Defence Forces. The Finnish Defence Forces has several norms 
governing their operations, and the audit compared the functioning 
of the process against the guidance provided. In the audit question 
concerning budget compliance, the criteria used also included the 
State Budget Act (423/1988), the Ministry of Finance's regulation 
on the preparation of budget proposals, and the State Treasury's 
regulation on the monitoring of authorisations.

The audit topic was limited in terms of both scope and time. As 
regards the scope, the audit was limited to two development pro-
grammes in particular: The Land Defence Combat System Develop-
ment Programme (TSTMAPU) and the Development Programme 
for Joint Capabilities of the Finnish Defence Forces' Combat System 
(TSTYHT). The time frame of the audit was limited to the years 
2015–2023.
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The audit focused on two development programmes of the Finn-
ish Defence Forces: PVKEHO 2017–2028 and PVKEHO 2021–2032. 
Of the selected development programmes, eight projects were se-
lected for more detailed project-level examination. The strategic 
capability projects of the Finnish Defence Forces (i.e. the projects 
F35 and Squadron 2020) are also implemented within the scope of 
development programmes. However, these projects were excluded 
from the scope of this audit.

The audit results were considered to be primarily of use to Par-
liament, the Ministry of Defence and the Finnish Defence Forces. 
The audit sought to provide Parliament with information on the 
prerequisites for the planning, building and maintenance of capa-
bilities carried out under the Finnish Defence Forces Development 
Programme. The aim was also to provide the Ministry of Defence 
and the Finnish Defence Forces with information for the develop-
ment of their activities.

The more detailed audit methodology is described in Appendix 1.
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2	 [Chapter 2 has been removed 
from this version of the audit 
report under section 24, 
subsection 10k of the Act on 
the Openness of Government 
Activities (621/1999)]
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3	 [Chapter 3 has been removed 
from this version of the audit 
report under section 24, 
subsection 10k of the Act on 
the Openness of Government 
Activities (621/1999)]
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4	 Has the planning of 
development programmes 
followed good budgeting 
practice and has the 
implementation complied 
with the budget?

The funding for the development of capabilities in the develop-
ment programmes is strongly based on authorisations granted in 
the budget. Procurement authorisations have been mainly presented 
appropriately in budget proposals, but the budgeting of authorisa-
tions has been heavily front-loaded. The Finnish Defence Forces 
has corrected the problems previously identified in the monitor-
ing of authorisations. The monitoring of authorisations is guided 
by internal regulations.

4.1	 The budgeting of procurement 
authorisations is overly front-loaded, and 
authorisations are often renewed

Defence materiel procurements are long-term in nature, and the 
costs they generate are spread over a long period of time. For this 
reason, defence materiel procurements make extensive use of the 
authorisation procedure, which constitutes an exception to the 
budget principle of annuality, laid down in the Constitution. This 
subchapter examines the use of the authorisation procedure for 
funding development programmes.

The authorisation procedure plays a key role in defence 
materiel procurements

The projects implemented in development programmes are of a 
very long duration, which also means that their costs are spread 
over a long period of time. Therefore, a central role in the fund-
ing of development programmes is played by the authorisations 
granted annually by Parliament in the state budget, particularly the  
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procurement authorisations for the materiel development of the 
Finnish Defence Forces (PVKEH) under item 27.10.18 ‘Defence ma-
teriel procurement’. The procurement authorities are substantial 
in scale (Figure 14). Authorisations have also been granted to the 
Finnish Defence Forces' operating expenditure item 27.10.01, for 
example for the maintenance of materiel.
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Figure 14: The amount of procurement authorisations ‘Materiel 
development of the Finnish Defence Forces’ (PVKEH) granted under budget 
item 27.10.18 in 2015–2023.

The authorisation procedure is an exception to the so-called annu-
ality principle laid down in section 83 of the Constitution of Finland, 
according to which Parliament decides on the state budget for one 
budgetary year at a time. However, based on section 85, subsection 
3 of the Constitution, an authorisation, limited in its amount and 
purpose, may be given in the budget for the incurrence of expend-
iture, the appropriations for which are to be taken from budgets of 
following budgetary years. When utilising the authorisation proce-
dure, Parliament thus limits its own budgetary power with regard 
to the budgets for the coming years.

More detailed provisions on the authorisation procedure are laid 
down in the State Budget Act (423/1988, section 10), according to 
which, in connection with the state budget procedure, an authori-
sation limited in amount and purpose may be granted for the mak-
ing of contracts and the provision of commitments in the case of 
which the appropriations for the expenditure incurred are entirely, 
or to the missing amount, entered in later budgets. In addition, the 
section stipulates that the authorisation may be used during the 
financial year covered by the budget in which it is included.

An authorisation may be 
used during the financial 
year for which it was 
budgeted.
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The use of an authorisation refers to the conclusion of contracts 
and the provision of commitments referred to in the authorisation 
and the taking of such binding allocation decisions by the state in 
the case of which the necessary appropriations for the expenditure 
incurred are entirely, or to the missing amount, entered in later 
budgets. The use of an authorisation also includes procurement 
decisions referred to in the Act on Public Procurement (348/2007) 
if, after the procurement decision, the state can no longer withdraw 
from the procurement.1

Unused authorisations from the previous financial year can be 
renewed in whole or in part in the following year's budget, but the 
renewal always falls within Parliament's decision-making author-
ity. An authorisation can only be renewed for an amount not ex-
ceeding the unused portion according to the accounting office's fi-
nal accounts for the year preceding the budget year in question. It 
is no longer possible to renew an authorisation recorded as having 
been used in the previous year but cancelled in a subsequent year. 
If necessary, a new authorisation for the same purpose must be pro-
posed in the budget proposal to replace the cancelled authorisation.

The regulation issued by the Ministry of Finance on the prepa-
ration of budget proposals2 provides for the budgeting of author-
isations. Section 7.13.5 of the regulation states that an authorisa-
tion shall be presented in the budget for the financial year during 
which the expenditure or contracts based on the authorisation can 
be committed to as planned. Section 7.13.7 of the regulation states 
that information relevant to decision-making must be provided on 
the purpose of the authorisation. According to the regulation, the 
information provided on the purpose shall specify, for example, the 
type of commitments referred to in the authorisation and the activ-
ities, development programme, project group or project for which 
the authorisation is granted. According to the regulation, which has 
been in force since 2020, it is usually also appropriate, in the au-
thorisation clause, to specify the maximum number of years during 
which the use of the authorisation may cause expenditure. Under 
section 7.13.8 of the Ministry of Finance's regulation, the amount of 
the authorisation shall be expressed as the euro value of the budget 
expenditure that the state will incur from its use.

The Finnish Defence Forces' regulations provide guidance on 
how to apply the authorisation procedure

The Finnish Defence Forces' internal regulations deal with the au-
thorisation procedure in several different sections. No inconsist-
encies were observed between these regulations of the Finnish  

Unused authorisations 
can be renewed in full or 
in part in the following 
year's budget.
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Defence Forces and the Ministry of Finance's regulation on the 
preparation of budget proposals.

According to section 3.8 of regulation on the planning and mon-
itoring of the Finnish Defence Forces' operations and resources, all 
procurement authorisations must be committed to contracts and 
orders within the year they are granted, for the full duration of the 
authorisation. Under section 3.16.1 of this regulation, contracts that 
are related to the projects or activities of development programmes 
and that are concluded in the same year must be combined into 
procurement authorisations. According to the regulation, procure-
ment authorisations must include only multi-annual procurements 
requiring the authorisation procedure. Under the regulation, project 
funding must be planned in terms of procurement authorisations 
and annual appropriations according to procurement readiness. 
When proposed for inclusion in the budget, procurements includ-
ed in the procurement authorisations for defence materiel acquisi-
tions must, as a rule and according to the regulation, be at the ten-
dering phase.

In the regulation dealing with the authorisation procedure in more 
detail, it is stated that in the Finnish Defence Forces, the planning, 
preparation and budgeting of procurement authorisations are car-
ried out as part of the process for planning and monitoring of op-
erations and resources (TRSS) process. It is stated in the regulation 
that the Ministry of Defence has determined that the authorisation 
procedure must be applied when reliable information is available 
on the amount of the required procurement authorisation and on 
the annual timing of the expenditure arising from its use.

According to the Finnish Defence Forces' authorisation regula-
tion, a procurement authorisation must be included in the budget 
when commitments under the authorisation can be made during the 
financial year for which the procurement authorisation is budgeted. 
In the same way as the TRSS regulation, the Finnish Defence Forc-
es' authorisation regulation also stipulates that, when proposed for 
inclusion in the budget, the procurements included in procurement 
authorisations for defence materiel acquisitions must, as a rule, be 
at the tendering phase.

Procurement authorisations related to development 
programmes have, as a rule, been presented appropriately in 
budget proposals

The audit analysed the appropriateness of the procurement au-
thorisations for the Finnish Defence Forces' materiel develop-
ment (PVKEH) presented under item 27.10.18 of the budget pro-
posals for 2015–2023. The information on proposed new PVKEH  

When proposed for 
inclusion in the budget, 
procurements must, as a 
rule, be at the tendering 
phase. 
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authorisations was reviewed in light of the four key issues in the Min-
istry of Finance's regulation on the preparation of budget proposals3:
1.	 Does the authorisation clause clearly specify the purpose of 

the authorisation and the amount in euros to which commit-
ments can be made under the authorisation, either by contract 
or through other forms of commitment?

2.	 Does the information provided on the purpose of the author-
isation include all information relevant for decision-making, 
such as the type of commitments, the activity for which the au-
thorisation is granted, and, under the new regulation as from 
2020, the maximum number of years during which expendi-
ture may be incurred?

3.	 Has the amount in euros of the budget expenditure incurred 
by the state due to the use of the authorisation been presented?

4.	 Has a report been provided on the budget expenditure aris-
ing from the use of the authorisation, showing the expendi-
ture to be incurred during the financial year and the appropri-
ation needs for the following years (expenditure statement)?

The budget proposals were also analysed in terms of how the PVKEH 
authorisations had been renewed. The audit also analysed how the 
renewing of an authorisation had been justified in the explanation 
and context of an item or section, as stipulated in section 7.13.14 of 
the Ministry of Finance's regulation on the preparation of budget 
proposals.

In all budget proposals for the years 2015–2023, the authorisation 
clauses for PVKEH procurement authorisations presented under 
item 27.10.18 concisely specified both the purpose of the authori-
sation and the euro amount to which commitments could be made 
under the authorisation, either by contract or other forms of com-
mitment. The structure of the authorisation clause remained fully 
unchanged throughout the period audited. The authorisation's pre-
cise purpose is defined as new agreements related to the materiel 
development of the Finnish Defence Forces in order to enhance the 
military national defence capability.

As regards the presentation of information relevant for deci-
sion-making, it should be noted that the Finnish Defence Forces 
and the Ministry of Defence cannot disclose the details of procure-
ment authorisations in budget proposals. The budget proposal is a 
public document, and the more detailed uses of procurement au-
thorisations are often to be kept secret under section 24, subsection 
1, paragraph 10 or 17 of the Act on the Openness of Government Ac-
tivities (621/1999). The first one of the above paragraphs safeguards 
the interests of national defence, while the second one ensures the 
state's opportunities for cost-effective procurements4.
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Despite the confidentiality of matters, all budget proposals for 
2015–2023 included some general information on the uses of the 
PVKEH procurement authorisations. Typically, the largest projects 
were listed or the main uses were mentioned by development pro-
gramme. The length of the sections varied considerably from year 
to year, with the number of characters ranging between approxi-
mately 500 and slightly below 3,000. Considering the significant 
volume of authorisations, the information presented in the budget 
proposals on the largest projects or only certain main uses can be 
considered rather sparse for decision-making.  

As regards Parliament's right to obtain information, it was point-
ed out in some of the audit interviews that experts from the Finnish 
Defence Forces and the Ministry of Defence can also appear before 
parliamentary committees to be heard on classified matters, subject 
to the committee's decision to observe confidentiality5. In these con-
sultations, the committees may be provided with information that 
cannot be recorded in the public budget proposal. According to the 
views expressed in some of the audit interviews, the number of such 
hearings has increased in recent years.

In addition to the general information described above, all budget 
proposals examined included, in the explanation and context of 
item 27.10.18, a section with a concise description of each develop-
ment programme and a general description of the capability to be 
developed in it and of the related targets. Both the structure and the 
length of the sections, around 5,000 characters, remained largely 
unchanged in the budget proposals.

All budget proposals analysed included the euro amount of the 
budget expenditure to be incurred by the state as a result of the use 
of the authorisation. In addition, a report had been provided on the 
budget expenditure arising from the use of the authorisation, in-
dicating both the expenditure in the financial year in question and 
the appropriation needs for the following years. This so-called ex-
penditure statement was presented in tabular form in all budget 
proposals analysed. 

In all budget proposals examined, the authorisation clause under 
item 27.10.18 included a standard sentence for renewing authorisa-
tions not used in the preceding budget year: “In [the relevant budget 
year], contracts may be concluded up to the unused portion of pre-
viously approved procurement authorisations within the total amount 
of each authorisation.” Section 7.13.14 of the Ministry of Finance's 
regulation on the preparation of budget proposals states that the 
justification for renewing an authorisation shall be presented in the 
explanation and context of the item or class. However, based on the 
analysis of the budget proposals, none of the budget proposals pre-
sented such justifications for renewed PVKEH authorisations. Based 

Information limited to 
only the largest projects 
or the most significant 
uses can be considered 
rather sparse for 
decision-making.

Experts from the Finnish 
Defence Forces and the 
Ministry of Defence can 
be heard by 
parliamentary 
committees on matters 
to be kept secret.

No justifications have 
been presented in 
budget proposals for 
renewed authorisations.
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on the information received from the Ministry of Defence, the pro-
vision of the regulation concerning justifications for the renewal of 
authorisations is implemented as part of the preparation of items 
in the budget process, but development needs have been identified.

The budgeting of procurement authorisations for defence 
materiel acquisitions is heavily front-loaded

Under the law and regulations, an authorisation may be used only 
during the financial year for which it was budgeted. Under the inter-
nal TRSS regulation of the Finnish Defence Forces, a procurement 
authorisation should be included in the budget when the commit-
ments under the authorisation can be made during the financial 
year for which the authorisation is budgeted. If a portion of an au-
thorisation remains unused, i.e. if it is not committed through con-
tracts during the budget year in question, the remaining portion 
can be proposed for renewal in the budget for the following year. 
Parliament can, by decision, renew an unused authorisation in the 
following financial year.

Based on the nature of the authorisation procedure, which con-
stitutes an exception to the budget principle of annuality, the audit 
focused on analysing the use of PVKEH authorisations. The purpose 
of the analysis was to determine how well the Finnish Defence Forces 
complies with its own regulations stipulating that an authorisation 
should be included in the budget when the commitments under it 
can be made during the financial year for which it is budgeted. The 
data used consisted of information in the Finnish Defence Forces' 
annual reports 2015–2023 on the commitment status of the author-
isations under the item ‘Defence materiel procurements’.
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Figure 15: The unused portion of PVKEH procurement authorisations in the 
year the authorisation was granted.
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Figure 15 shows the unused portions during the year in which the 
PVKEH authorisations were granted. The analysis shows that that 
PVKEH authorisations have consistently remained unused by the 
Finnish Defence Forces in the financial year for which they were 
budgeted. On average, as much as around 40 per cent of the author-
isation amount has remained unused during the year of grant, which 
has led to the renewal of authorisations. Based on the analysis made 
in the audit, PVKEH authorisations have been renewed over sev-
eral budget years. For example, of the PVKEH 2021 procurement 
authorisation (EUR 889.8 million), originally granted in the 2021 
budget, around EUR 30.6 million remained unused at the end of the 
budget year 2024.

However, it should be noted that it is allowed to renew an unused 
authorisation, in full or in part, in the following year's budget for a 
justified reason. This also applies in situations where the renewal is 
repeated over several budget years, since the provisions and regula-
tions governing the authorisation procedure do not address repeat-
ed renewal of an authorisation.6 However, in its report published 
in 2023, the Ministry of Finance highlighted that it has become in-
creasingly common in the budget to renew unused authorisations 
in the following year and that the justifications for such renewals 
have at times been very vague. The Ministry of Finance considers 
that the practice of renewal has brought flexibility, but at the same 
time points out that it should be carefully examined in each case 
whether the renewal is justified and whether the authorisation to 
be renewed is adequately specified.7

In the audit interviews, the possibility of renewing an authori-
sation was considered to provide flexibility, and it was underlined 
that all authorisation are eventually used in full. According to the 
above analysis likewise, PVKEH authorisations are used in full or 
almost in full over the years.

However, the strong front-loaded budgeting of PVKEH procure-
ment authorisations appears to be contrary to the Finnish Defence 
Forces' own regulations. It is clearly stated in both the regulation 
on the planning and monitoring of operations and resources and in 
the authorisation regulation that an authorisation should be includ-
ed only in the budget for the year during which the related com-
mitments can be made. Furthermore, both regulations specify that 
defence materiel procurements included in procurement authori-
sations must, as a rule, be at the tendering phase when proposed to 
be included in the budget. However, the above analysis of the grant 
years of PVKEH procurement authorisations shows that it has not 
been possible to make the commitments under the authorisations 
comprehensively during the financial year for which the authori-
sations were originally budgeted.

On average, around 40 
percent of the 
authorisation amount 
has remained unused 
during the year of grant, 
and authorisations are 
often renewed.

The PVKEH 
authorisations have 
been used in full or 
almost in full over the 
years.



21

In recent years, the Ministry of Defence has repeatedly paid at-
tention to the front-loaded budgeting in its opinions on the Finnish 
Defence Forces' final accounts8. According to the Ministry of De-
fence's opinions on the final accounts, “overly front-loaded budg-
eting of procurements is noteworthy in almost all appropriations 
carried over, regardless of the item”. The Ministry of Defence has 
likewise repeatedly pointed out in its opinions that a permanent 
remedy to the situation requires that new procurement authorisa-
tions should include procurements with realistic funding profiles. 
The topic is significant for central government finances, as the car-
ry-over items under the Ministry of Defence's main title have long 
been the largest in the state budget; for example, in 2023 they amount-
ed to EUR 3.7 billion.9 The issue of carry-over items has also been 
addressed in various working groups within the defence adminis-
tration for decades.10

Procurement authorisations are allocated to development 
programmes by an allocation decision in the budget 
implementation document

Strategic planning and the development programme plans provide 
the foundation for a development programme's financial planning, 
serving as the basis for estimating the necessary funding. The budget 
proposal is based on these plans, and once Parliament has granted 
the procurement authorisations in the budget later in the process, 
the funding is allocated to development programmes and projects 
according to these plans.

The budget implementation document has a key role in the man-
agement of project funding. Once Parliament has approved the state 
budget, the Ministry of Defence draws up an internal budget im-
plementation document for its administrative branch, confirming 
the performance targets set out in the performance agreement and 
allocating appropriations and procurement authorisations to the 
Finnish Defence Forces. After this, the Finnish Defence Forces draws 
up its own budget implementation document, in which appropria-
tions are allocated to the users. The funding for the Development 
Programme is allocated by development programme, and the ap-
propriations are allocated to the Finnish Defence Forces Logistics 
Command. The decision on the allocation of development programme 
funding is included in the budget implementation document as a 
separate Excel attachment, presenting the allocation of funding by 
development programme and project.

The audit previously drew attention to the Finnish Defence Forces' 
relatively high proportion of procurement authorisations left unused 

The Ministry of Defence 
has repeatedly paid 
attention to the 
front-loaded budgeting.

Development 
programme funding is 
allocated by 
development 
programme.
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during the year of grant. The audit was unable to determine all root 
causes for this phenomenon. However, it was noted during the audit 
that the Finnish Defence Forces' planning may tie up authorisations 
and appropriations too early and too rigidly to projects within the 
development programme framework and that the funding plan is 
not revised even if project readiness indicates otherwise.

[A part of section 4.1 has been removed from this version of 
the audit report under section 24, subsection 10k of the Act 
on the Openness of Government Activities (621/1999)]

4.2	 Monitoring of authorisations has improved 
in the Finnish Defence Forces

The audit examined how the Finnish Defence Forces has organised 
authorisation monitoring and whether the shortcomings previous-
ly identified in it have been corrected. Since the audit focused on 
development programmes from 2015 onwards, the effectiveness of 
authorisation monitoring was also assessed over a longer period. 
The audit also examined the audit trail of commitment vouchers 
to procurement decisions.

Previously identified issues in authorisation monitoring have 
been remedied

The Finnish Defence Forces monitors the use of authorisations 
through the PVSAP system. In an audit conducted in 2013, the Na-
tional Audit Office paid attention to the extraction of authorisation 
data from the PVSAP system11. The audit found that the monitoring 
of authorisations is hindered by the fact that it is possible to make 
changes to authorisation commitment vouchers from previous years, 
in violation of Section 10 of the State Budget Act. These changes do 
not necessarily appear in the annual authorisation monitoring, which 
thus gives a misleading picture of the use of authorisations. In such 
cases, it is also impossible to sufficiently ensure the adequacy of the 
authorisation or the portion of the authorisation that can be re-
newed. The audit found that the extraction of authorisation data 
from the PVSAP system cannot be considered fully reliable. Nor do 
the related procedures, from the perspective of system controls, 
fully support the presentation of true and fair information.

Since the audit, the Finnish Defence Forces has developed its 
authorisation monitoring. According to its annual accounts 2015,12  

In 2013, development 
needs were identified in 
the monitoring of 
authorisations.
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the Finnish Defence Forces had continued to take measures aimed 
at improving the reliability and transparency of authorisation mon-
itoring through transaction monitoring, system development and 
training on operational procedures. In addition, it was stated in the 
final accounts that the impact of these measures would partly only 
be visible in the coming years, as the commitment vouchers used in 
authorisation monitoring have been accumulated over a long period.

The National Audit Office has followed up the measures taken 
by the Finnish Defence Forces to develop authorisation monitor-
ing. In the financial audit report for 201513, it was stated that short-
comings had been identified in the organisation and management 
of the Finnish Defence Forces' authorisation monitoring, and that 
the Finnish Defence Forces should take measures to organise the 
monitoring as prescribed in Section 15 of the State Budget Act. In 
the audit report, the Finnish Defence Forces was issued a reporting 
obligation, for example regarding the organisation of monitoring 
the use of authorisations. 

In August 2016, the Finnish Defence Forces submitted a report14  
to the National Audit Office, presenting six measures related to au-
thorisation monitoring. Here the focus is on a closer examination 
of the first and third measure included in the Finnish Defence Forc-
es' report. 

The first measure was the introduction at the beginning of 2016 
of reports implemented in the PVSAP system development, which 
made it possible to examine changes made to commitment vouchers. 
According to the report submitted by the Finnish Defence Forces, 
the system reports made it possible to detect errors in commitment 
vouchers, concerning the allocation of the use of new authorisations 
to incorrect financial years and the recording of changes in the use of 
authorisations. According to the Finnish Defence Forces' report, the 
Defence Command Finland had ordered the administrative units to 
take corrective actions regarding detected errors immediately. The 
Defence Command also announced that it would continue moni-
toring the commitment vouchers used in authorisation monitoring 
throughout the financial year. According to the report, this monitor-
ing, together with corrective actions, ensured, among other things, 
that the use of authorisations was not erroneously reported twice 
based on the commitment vouchers. 

The third measure reported by the Finnish Defence Forces in 
August 201615 was taking into account the technical correctness of 
the budget outturn statement and the authorisation report in the 
preparation of the final accounts for 2016. According to the report, 
the Finnish Defence Forces prepared these reports based on the sta-
tus of the interim accounts in September 2016, and resources from 
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the finance function were allocated for the preparation through 
internal arrangements. In addition, the Finnish Defence Forces re-
ported that it would draw up guidelines and organise training on 
the consistency and proper handling of the commitment vouchers 
used in authorisation monitoring.

Based on the National Audit Office's audits, the measures have 
been implemented appropriately, and since the 2016 financial audit 
report of the Finnish Defence Forces16, no material shortcomings 
in internal control have been observed in the audits of authorisation 
monitoring. When the National Audit Office prepared the Finnish 
Defence Forces' annual summaries for 2016 and 2017, spot checks 
were carried out to assess the functioning of the Defence Forces' 
internal control measures in cases where appropriations for one 
authorisation were reallocated, through budgetary accounting ad-
justments, to expenses arising from the use of another authorisation. 
Based on the spot checks, the internal control measures of the Finn-
ish Defence Forces were found to be effective.

The audits of authorisation monitoring included in the National 
Audit Office's audits of the Finnish Defence Forces in 2019–2024 
focused on both the monitoring carried out during the financial 
year and the final accounts phase. In the audit conducted during 
the financial year, individual authorisation entries, i.e., authorisation 
transactions, were audited through spot checks. The audit of the 
final accounts focused on the accuracy of the authorisation infor-
mation presented in the final accounts and on the grounds for the 
authorisation information collected by the Finnish Defence Forces. 
The budget outturn statement produced by the Finnish Defence 
Forces presents data on authorisations and their use broken down 
by budget item. For the years 2019–2024, the section of the budget 
outturn statement related to authorisations has provided true and 
fair information on compliance with the budget. In summary, it 
can be concluded that the Finnish Defence Forces has developed 
appropriate controls for detecting improper authorisation entries 
and for detecting and immediately correcting changes made to com-
mitment vouchers from previous years in the course of authorisa-
tion monitoring.

Finnish Defence Forces guides authorisation monitoring

The Finnish Defence Forces issues guidelines for authorisation mon-
itoring. According to the regulation on the monitoring of authori-
sations in the Finnish Defence Forces, an authorisation is used in 
the procurement process of the logistics function. To ensure the 
timeliness of authorisation monitoring, an authorisation should be 

Since the financial audit 
report for 2016, no 
shortcomings have been 
observed in the internal 
control.
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recorded as used when procurement decisions are made. In the 
Defence Forces, an authorisation is used by making a procurement 
decision, after which a purchase order and a corresponding com-
mitment voucher are recorded in the PVSAP system. According to 
the regulation, commitment vouchers constitute the documentation 
for authorisation monitoring.

The guidelines on commercial activities in the Finnish Defence 
Forces Logistics Command deal with the allocation and commit-
ment of appropriations. According to section 9.8.1 of the guidelines, 
an appropriation allocated for a procurement can be reserved in the 
SAP system for the period necessary for the preparation of the pro-
curement. According to the guidelines, such reservations can also 
be reported by TRSS planners, which makes it easier to monitor the 
funding of projects and budget-responsible units. According to the 
guidelines, an appropriation reservation for procurements made by 
the commercial function is always made with a separate reservation 
voucher. According to section 9.8.2 of the guidelines, the commer-
cial representative responsible for the procurement commits the 
appropriations reserved for the procurement once the procurement 
decision has been signed, and a separate commitment voucher is 
created for the procurement.

The Finnish Defence Forces has also issued guidelines on the 
reservation of appropriations and the preparation of commitment 
vouchers in the PVSAP system. The guidelines provide a step-by-step 
description of how to prepare commitment vouchers. According to 
the audit interview, the Finnish Defence Forces has also provided 
training on authorisation monitoring in Moodle.

[Part of section 4.2 has been removed from this version of 
the audit report under section 24, subsection 10k of the Act 
on the Openness of Government Activities (621/1999)]
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Appendix: Audit methods

This appendix describes how the audit results were achieved and the restrictions associ-
ated with them.

Audit objective
The purpose of the audit was to examine whether the development programmes of the 
Finnish Defence Forces have been planned and managed appropriately, whether the ob-
jectives of the programmes have been achieved, and whether the implementation of the 
programmes has complied with the budget.

The audit results are considered to be primarily of use to Parliament, the Ministry of 
Defence and the Finnish Defence Forces. The audit sought to provide Parliament with in-
formation on the prerequisites for the planning, building and maintenance of capabilities 
carried out under the Finnish Defence Forces Development Programme. The aim was also 
to provide the Ministry of Defence and the Finnish Defence Forces with information for 
the development of their activities.

Subject matter of the audit and the audited entities
The subject matter of the audit was the planning and building of capabilities carried out 
under the Finnish Defence Forces Development Programme.  The significance of the Finn-
ish Defence Forces Development Programme for central government finances is consider-
able. The most essential budget item for the operations is ‘Defence materiel procurements’ 
(27.10.18.), to which around EUR 1.9 billion was allocated in appropriations in the budget 
for 2023, for example. The audited entities were the Finnish Defence Forces and the Min-
istry of Defence, and an expert from the Budget Department of the Ministry of Finance 
was also heard in the audit.

Statements on the audit report were requested from the Finnish Defence Forces, the 
Ministry of Defence and the Ministry of Finance, all of which provided a statement. The 
feedback provided in the statements was taken into account in the preparation of the final 
audit report. The statements and a summary of them can be found on the website of the 
National Audit Office.

Audit questions and criteria
The audit focused on three questions. The audit questions were:
1.	 Have development programmes been managed appropriately?
2.	 Have the projects included in the development programmes been implemented ef-

fectively and successfully?
3.	 Has good budgeting practice been followed in the planning of the development pro-

grammes, and has the budget been complied with during the implementation?
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The first audit question focused on how the Finnish Defence Forces manages development 
programmes and how the interdependencies between development programmes and their 
follow-on effects have been taken into account. The audit question also paid attention to 
the monitoring of development programmes.

The second audit question assessed whether the objectives set for projects are consist-
ent with the capability gaps identified in strategic planning. The question also assessed 
whether projects have been carried out substantially according to the project guidelines 
and whether the project life cycle has been managed in line with the guidelines. The au-
dit question also focused on the achievement of project objectives and on adherence to 
schedule and budget.

The third audit question concerned whether the appropriations and authorisations grant-
ed to development programmes have been budgeted appropriately and in compliance with 
regulations and whether authorisations have been used correctly in terms of scope and 
timing. The audit question also assessed the adequacy of the monitoring of authorisations.

The audit criteria were primarily derived from the Finnish Defence Forces' internal 
guidelines and regulations. The Finnish Defence Forces has several operational guidelines 
and regulations, and the audit compared the functioning of the process against the guid-
ance provided. The criteria also included the State Budget Act (423/1988), the Ministry of 
Finance's regulation on the preparation of budget proposals, and the State Treasury's reg-
ulation on the monitoring of authorisations. The key criteria were as follows:

	– coordination between development programmes is ensured both in the planning 
and at project level

	– the follow-on effects of development programmes are considered comprehensively
	– agencies and institutions must organise the monitoring of their operational effec-

tiveness so that it provides the information required for steering in an economical 
and reliable manner

	– project objectives have been set consistently
	– projects have clear objectives, schedules and budgets, and project and steering 

groups have been set up for them
	– projects have been divided into appropriate sub-projects, and their progress is mon-

itored
	– projects carry out life cycle planning and cost accounting, and life cycle audits and 

closures concerning them have been made
	– project objectives have been achieved, and the project has remained on schedule 

and within budget
	– budget proposals specify the precise purpose of the authorisation
	– the authorisation has been proposed to be included in the budget of the financial 

year during which the expenditure or contracts based on the authorisation can be 
committed to as planned

	– efforts are made to curb the carry-over of appropriations
	– in view of the number and nature of authorisations, appropriate procedures and 

systems are used to monitor their use and the expenditure arising from them
	– authorisations have been used precisely for the purpose for which they were grant-

ed and within the financial year for which they were budgeted.
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During the planning phase of the audit, the Finnish Defence Forces and the Ministry of 
Defence were consulted on the audit design and the audit criteria. The consultations did 
not give grounds to change the audit design or the audit criteria. However, the Finnish 
Defence Forces provided comments regarding the audit's time frame, which were taken 
into account in the audit plan.

Audit evidence and methods
The key audit evidence included:

	– the Finnish Defence Forces' internal guidelines and regulations on strategic plan-
ning, the development and building of capabilities, and other closely related guide-
lines and regulations

	– documentation related to strategic planning and the planning of development pro-
grammes

	– meeting documentation of the groups involved in the preparation and implementa-
tion of the development programmes

	– documentation related to the implementation of the development programmes, in 
particular life cycle closure decisions, life cycle audit reports, life cycle plans and 
other similar written documentation

	– project plans, project meeting documentation, final reports, closing review docu-
ments and other written documentation

	– budget proposals, information on authorisations and the use of authorisations in the 
administrative sector of the Ministry of Defence

	– the Finnish Defence Forces' annual reports with appendices
	– interviews with the Finnish Defence Forces, the Ministry of Defence and the Min-

istry of Finance. A total of 22 interviews were conducted, with 1–7 people present in 
each. Some people were interviewed several times.

The method of analysis primarily used was qualitative content analysis and quantitative 
description and comparison.

Audit period
The audit was initiated on 17 December 2024 and completed on 6 November 2025. The 
collection of audit evidence and the audit interviews were carried out between January 
2025 and August 2025. 

Auditors
The audit was conducted by Principal Performance Auditor Suvi Kärki, Senior Auditor 
Juha Kettinen and Principal Financial Auditor Pasi Tervasmäki. The audit was supervised 
by Audit Manager Lassi Perkinen, and decision on the audit report was made by Director 
Jaakko Eskola.
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Limitations and reservations related to the audit results
The subject matter of audit was very broad and multi-layered. The audit evidence was ex-
tensive. In all areas of the audit, it was not possible to verify that all relevant documents 
and information on the subject matter had been obtained as audit evidence.

The audit was conducted as planned, but two sub-questions could only be answered par-
tially. The audit was unable to fully answer the sub-questions of audit question 2 regarding 
whether the projects had achieved their objectives and remained on schedule and within 
budget. The reason for this was that, within the selected development programmes, there 
were hardly any projects that had been both launched and completed during the audit pe-
riod. Final reports were available for only two of the eight projects selected for the audit.

One of the sub-questions of audit question 3 was whether authorisations had been used 
correctly in the development programmes in terms of scope and timing. The matter was 
addressed indirectly in the audit. It was highlighted that, during the period audited, the 
purposes of procurement authorisations had been presented in the budget proposals at a 
very general level. The audit did not examine the use of authorisations in terms of scope 
in any other way. 
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