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project audits, and 3) SAO’s compliance with the International Standards of Supreme Audit 
Institutions (ISSAIs), developed by the International Organization of Supreme Audit Institutions, 
during planning, risk identification and mitigation.2 The review, completed in June 2020, noted 
significant improvements in the quality of FY 1397 audit letters relative to past years, and offered 
recommendations on staffing allocation and audit documentation and reporting to ensure that 
audits comply with relevant ISSAI standards. The findings of this quality assurance review have 
been discussed with the SAO, and measures for incorporating recommendations in future SAO 
audit reports have been agreed.  

II. Audit Results – Recurrent Cost Window 
Recurrent Cost Window (RCW) expenditures receive two layers of review under the 

enhanced fiduciary control framework. The ARTF TPMA reviews expenditure eligibility for each 
withdrawal application made by the Government before disbursements are made. Supreme Audit 
Office auditors then review financial statements after the close of the fiscal year.3 SAO auditors 
reported that the FY 1397 statements present fairly the receipts and payments under the trust fund 
for the year. The auditors have covered 14 provinces besides the central ministries and one 
independent office with an overall coverage of 13.48% of total operating expenditures.  

The SAO reported ineligible expenditures totaling US$ 1.31 million that did not meet the 
eligibility requirements for disbursement through the ARTF Recurrent Cost Window. In the same 
period, the ARTF TPMA, reviewing a larger sample of expenditures, identified ineligible 
expenditures totaling US$ 81.1 million. It can therefore be concluded that the amount of ineligible 
expenditures identified by the auditors had already been considered as ineligible, and as a result 
had not been disbursed under the ARTF RCW. 

III. Audit Results – Investment Projects 
Audit reports covering 28 grants of ARTF investment operations (including five project 

preparation grants), presented in 32 audited financial statements4 for FY1397, were received. 
These were reviewed and accepted by the WB as fulfilling the financial covenant 4.01(b) of the 
respective ARTF Grant Agreements. 

The auditors have given 26 unqualified (clean) audit opinion. The auditors issued two 
qualified audit opinions, for the EQUIP II and Afghanistan Extractives for Development Project 
Preparation Grant FY1397 financial statements, because in the auditors’ view, certain project 
expenditures did not fully comply with the conditions established in applicable grant agreements. 
Auditors issued a qualified opinion for EQUIP II in line with issues that were separately identified 
during the WB in-depth fiduciary review of the project. (The in-depth fiduciary review was 
completed and closed as of February 2020.) Auditors issued a qualified opinion for the 
Afghanistan Extractives Sector for Development Project Preparation Grant as a result of differing 
interpretations as to the compliance with GoIRA and WB standards of a modest amount of 

 
2 The quality assurance review was not an audit and did not incorporate a substantive test of transactions.  
3 RCW disbursements for FY 1397 included expenditure reimbursement of ARTF Recurrent and Capital Costs and 
Fiscal Stability Facility instruments, as well as tranche payment of the Incentive Program – Development Policy Grant 
(IP-DPG). WB policy does not require audits of financial statements for policy grant operations. However, the RCW 
financial statements subject to audit cover the entire civilian recurrent expenditure. Moreover, the ARTF TPMA 
continues to monitor recurrent government expenditure, thus providing an additional layer of review.  
4 Four projects out of 28 ARTF projects each have two grants attached to them. 














