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1. Background
The Federal Republic of Somalia has received financing from the World Bank for implementing the Somalia Enhancing Public Resource Management Project (SERP) to support Somalia in public financial management, domestic revenue mobilization (DRM), public sector management and integrated governance support. The Project Development Objective (PDO) is to strengthen accountability, transparency, and institutional capacity in public resource management across participating entities.

Component 2 of the project is to support the DRM priorities of the government to strengthen the Inland Revenue systems and capacity and contribute to harmonizing tax administration across FGS and all FMSs. Specifically, the project will support:

i. [bookmark: _Hlk111901415][bookmark: _Hlk111901681]Improvements in tax policy capacity, including (a)  Deepening of tax policy reforms in FGS and PSS, by strengthening the already functioning tax policy units (TPUs) that have been established through the DRM & PFM Project; (b) Research and analysis capacity building for evidence-based tax policy in JSS, GSS, SWSS, and HSS; (c) Review of harmonized legal or regulatory frameworks for access to taxpayer and other data; (d) Preparation of quarterly and annual revenue performance reports by FGS and FMSs, which are annually consolidated by the FGS and disclosed online; (e) Review of FMSs tax laws; (f) FGS and FMSs dialogue and consensus-building on alignment and harmonization of tax policy; (g) Implementation of the Medium-Term Revenue Strategy (MTRS) and Transition Plan (2022-2026) that the FGS, PSS, and JSS are preparing; and (h) Recording of tax expenditures to prepare annual reports for submission to their respective legislatures along with annual budget documents. The customs-related support will build on the reforms supported by the PREMIS II Project.
ii. Improvements in and harmonization of inland revenue and selected customs administration systems and capacity, including (a) modernizing and automation through a 'fit for purpose’ Integrated Tax Administration System; and (b) capacity building and scholarships. For FGS and FMSs, capacity building activities include: (a) implementation of a high integrity harmonized taxpayer identification number (TIN) structure; (b) designing and carrying out registration campaigns; (c) implementation and harmonization of a taxpayer segmentation strategy in JSS, GSS, SWSS, and HSS; (d) review of the Large Taxpayer Office (LTO) reforms in the FGS and PSS; and (e) development of a consensus-based DRM HRM strategy for the FGS and FMSs, along with an optimal organizational structure and staffing. 
iii. Taxpayer education and facilitation to promote voluntary compliance.   

To support tax policy capacity of FGS and FMS revenue departments and build foundations for a modern function-based revenue authority FGS and FMS Ministries of Finance will hire a consulting firm (hereinafter referred to as the “Firm”). FGS Revenue Directorate and all FMS revenue departments under ministries of finances are the primary beneficiary agencies of the consultant service and are expected to provide the necessary information, participate the discussions, accept and implement the consultant deliverables. 
Considering the broader scope of the assignment and the diverse beneficiary agencies across FGS and all FMSs, the consultant will work closely with FGS Revenue Directorate and all FMSs revenue departments who are responsible for the tax policy and revenue administration throughout the assignment period. The assignment is related to the components 2.1 and 2.2b of the SERP project with the objective to strengthen the tax policy and administration capacity in FGS and all FMSs and contribute to harmonizing tax policy in FGS and FMSs. 

2. Objective of the Assignment

The objective of the assignment is to engage a suitable consultancy firm who can build the capacity of FGS and FMS revenue departments in carrying out an evidence-based tax policy and analysis, improvements in tax instruments, harmonization of tax legislation and tax administration practices, modernization of tax administration across FGS and FMSs. 


3. Scope of Activities

The consultancy firm will perform the following: 

3.1 Deepening tax policy reforms and identify opportunities for harmonization:

Harmonization:
a. Work with FGS Revenue Directorate and all FMSs revenue departments to conduct comparative analysis of existing tax policy regimes and legislations for FGS and all FMSs as well as ongoing and anticipated reforms, including on harmonization.
b. Support the IGFF-TC and FMFF to harmonize tax and customs legislation and develop consensus-based tax assignment and revenue sharing solutions to achieve a functioning fiscal federalism agenda in Somalia.
c. Considering the ongoing constitutional fiscal chapter drafting process, National Consultative Council’s (NCC) decisions, and ongoing discussions, support IGFF-TC and FMFF in finding best solutions for tax assignments and revenue sharing mechanisms that further Somalia’s fiscal federalism agenda.  

Improvements in tax instruments: 
d. Provide recommendations on improvements in tax policy for FGS and all FMSs, with a focus on opportunities for tax expansion on: 
i. Support the implementation of the recently passed Income tax;
ii. Sales tax (Support FGS and all FMSs in the roll out of the concurrent sales tax and provide recommendations to improve the current sales tax legal regime  and the possibility of introducing VAT in the future);
iii. Restructuring Road Tax (including on options for transition to fuel levy for broader climate consideration)
iv. Customs (valuation, classification and reforms to shifting from package based to ad valorem & harmonizing with EAC tariff rates and standards);
v. Non-tax regime (including recommendations on consolidating business fees and simplifying non-tax instruments);
vi. Other instruments with revenue generation capacity, including taxing financial transactions, e-commerce sales, excises.

The consultant is expected to undertake the detailed reforms as indicated in annex1 coordinating closely working with the relevant authorities.
e. At the inception and implementation stage the consultant and FGS/FMS would need to agree on the description of activities (sub-TORs) for each of the tax instruments taking into account FGS/FMS specific needs and the level and sequencing of proposed reforms. 

Strategic planning:
f. Provide Advisory support to FGS Revenue Directorate in updating as needed and implementing the Medium-Term Tax Policy and Revenue Administration Roadmap" (2024-2027). The support should consider Business Systems Architecture report prepared as part of Consultancy Services for Development of Somalia Integrated Tax Administration System and support in preparing FGS and FMS for redesigned and improved business processes. 
g. Conduct an assessment based on Taxpayer Diagnostic Assessment tool (TADAT) for the FGS Revenue Directorate and FMSs Revenue Departments (Inland Revenue and customs)
h. Develop Medium-Term Tax Policy and Revenue Administration Roadmap for all FMSs including an annual work plan for implementation considering harmonisation efforts. The support should consider the results of the parallel Business Process Review consultancy for FMS.  

Tax exemptions:
i. Review of tax exemptions and streamlining the policy and processes on the decision-making regarding tax exemptions.
j. Conduct cost-benefit analysis of the current tax expenditures to estimate lost revenues resulting from tax incentives and providing recommendations for improvement of all type of taxes collected across FGS and all FMSs. 
k. Integrate climate adaptation and climate risk mitigation activities, such as tax expenditure to promote adaptation and resilience (investments in hazard risk mitigation and adaptive technologies, ecosystem protection and afforestation) in tax and customs legislation across FGS and FMSs.


3.2 Building the capacity of the Tax Policy Unit (TPU) 

The consultancy firm will support the development of the FGS Tax Policy Unit and revenue departments across all FMSs by creating standardized templates/manuals and delivering comprehensive training and hands-on assistance. The objective is to enable these units to: 
a. Independently conduct tax policy analysis using several tax analysis tools. 
b. Prepare realistic in-year and medium-term revenue forecasts. 
c. t Analyse revenue collection performance in each economic sector and design a tailored capacity building programs for each sectors. 
d. Prepare quarterly and annual revenue performance reports to be published on respective Ministries of Finance Websites, with consolidated national report disclosed by the FGS. 
e. Record tax expenditures/incentives and prepare annual reports for submission to FGS and FMS respective legislatures along with annual budget documents and further publication, including the assessment and disclosure of tax expenditures with adverse environmental impacts.

3.3 Establishing a function-based modern revenue authority and National Allocation commission 

The consultancy will assist in developing and operationalizing a modern, function-based revenue authority by carrying out the following: 
a. Propose options for the creation of a function-based national revenue authority (based on National Consultative Council decisions, FGS-FMS discussions, and constitutional process).
b. Capacitate Large & Medium Taxpayers Office (LMTO) to effectively deliver it’s function. 
c. Review existing taxpayer registration practices and provide recommendations on improved taxpayer registration strategy and campaigns for FGS and each FMS and support in their implementation. Explore options for unified processes for business registration and taxpayer registration. 
d. Build FGS and FMS capacity in the implementation of tax audit strategy and manuals. 
e. Provide recommendations on harmonized legal or regulatory frameworks to mandate data sharing between government agencies and the tax departments as well as access to taxpayer information and other data. Additionally, recommendations on the data sharing between tax and customs departments should be explicitly provided to foster the cooperation between custom and tax revenues collections. 
f. Develop taxpayer compliance strategy and action plan and support in its implementation for both FGS and FMSs. The compliance management strategy framework should include work plan that enables for both FGS and all FMSs to identify compliance risks in the taxation system providing an intervention response to the identified risks of each economic sectors in the short and medium-term.  
g. Develop a costed plan on establishing/expanding Revenue Help Desks across FGS and FMS.

[bookmark: _Hlk182425468]All recommendations and capacity building should consider Business Systems Architecture report prepared as part of Consultancy Services for Development of Somalia Integrated Tax Administration System and support in preparing FGS and FMS for redesigned and improved business processes. The support should be adequately sequenced to take into account the plans for digitalization, and in particular Integrated Tax Administration System (ITAS) implementation.

3.4 Human resources policy
a. Development of a consensus-based Domestic Revenue Mobilization Human Resource Management strategy for both FGS and FMS by undertaking the following:
i) Review existing HRM framework
ii) Develop/ refine job descriptions for all departments except ICT[footnoteRef:1] [1:  ICT job descriptions are prepared as part of FGS ITAS Quality Assurance Consultancy] 

iii) Identify/ develop competencies for each task
iv) Judge whether these competencies are in place or not 
v) Review training plans prepared by the parallel Tax Administration Training and Taxpayer Education Consultancy against these gaps and make recommendations on their improvements.
vi) Design staff performance appraisals
b. Support the FGS and FMS revenue departments to establish appropriate systems and processes to manage human resources, including integrity and ethics, effectively and in line with other national initiatives including the HRMIS.

4. DURATION 
The assignment is for 24 months with the possibility of extension for 12 months.

5. KEY DELIVERABES, TIMELINES, ACCOUNTABILITIES

	#
	Deliverable
	Description
	Timeline
	Payment Schedule

	1
	Inception Report & Work Plan
	· Comprehensive and detailed understanding of assignment, key activities, deliverables, and detailed workplan with sequencing of the support based on priorities and ongoing parallel consultancies
· Detailed approach used for the task including the theory of change, work streams and deliverables
· Identification of risks and mitigation
· Stakeholder engagement 
	Week 4
	10%

	2
	Detailed Assessment Report 
	
· Comprehensive Analysis report on tax instruments reforms and initial set of recommendations on tax regime, legal framework, operational and system harmonization to improve tax policy reforms in FGS & all FMSs
· Draft harmonization action plan including proposals on tax assignments and revenue sharing mechanisms  
· Performance assessment report 
· Present the findings to the IGFF-TC  
	6 months after contract signing
	15%

	3
	Material Support 
	· Legislative harmonization template (convergence and divergencies aspects); proposed list of amendments to FGS and FMS revenue legislation and regulations.  
· Medium-Term Tax Policy and Revenue Administration Roadmap for all FMS (draft) and proposed updates to FGS MTRR
· Draft report on tax expenditure/incentives cost-benefit analysis (Draft) 
· Templates, manuals, and training material for 3.2 
· Revenue Authority organization structure reform recommendation note (establishing function-based units, operationalization of these units and taxpayer
relationship management strategy)
· HRM strategy including staff capacity assessment tool and performance appraisal framework; Terms of Reference (ToRs) of the FGS & All FMS Revenue Departments, units, offices. 
· Compliance management strategy (draft)
· Taxpayer services strategy (draft)
· Revenue Helpdesk costed plan (draft)
· Action plan on improvements in taxpayer registration, LMTO reforms, taxpayer segmentation, tax audit, data sharing 
· Green DRM Somali framework (draft)
· Policy paper on taxing financial transactions and digital services sales including e-commerce (Draft)
· Policy paper on introducing a modern broad-based consumption (sales) tax law stating the need to amend the sales act or adopt a new VAT act. 
· Policy note to shifting from road tax to fuel taxation
· Road Tax on highways and intra-states roads harmonization across FGS and all FMSs
	10 months after the contract signing 
	30%

	4
	Ongoing support and capacity
building

	· Regular support, implementation follow up and quarterly policy brief papers (Handhold coaching of implementing the recommendation)
· Handholding support to improve the registration, filing & payment processing to improve the tax administration of the income tax bill
· Train tax collectors on income tax calculations, tax forms and tax returns processes
· Handholding support on the implementation of harmonized sales tax (or VAT)
· Regular briefing meeting with the FMFF and IGFF-TC for presenting the policy briefs.
· Handholding support to tax audit units at FGS and FMS in conducting desk and field audits.  
	18 months after contract signing
	30%

	7
	Final report 
	· Conclusive report summarizing support provided and including endorsed policy papers, strategies, manuals, training materials, legislative amendments, and future reforms action plan (output and outcome)
	22 months after contract signing 
	10%

	8
	Exit meeting
	· Hand overing the assignment product (materials, equipment, devices, datasets, documents, and knowledge management strategy etc.)
	24 months after contract signing 
	5%



6. Reporting
The Consultant Firm will report to the FGS DG of Revenue and FMS Directors of Revenue.

7. Implementation arrangements 
The consultant will work closely with the FGS Revenue Directorate and all FMS Revenue Departments under the Ministries of Finances coordinating with them the implementation activities for each of the tax policy reforms undertaken.
At the start of each financial year, the consultant will submit a consolidated annual work plan outlining the implementation activity plans, timelines, and budget breakdown for each of the work streams and the activities by FGS and FMS. Moreover, the consultant will submit a monthly progress report, describing the progress vis-à-vis the agreed work plan and indicating existing or anticipated constraints for mitigation. Additionally, the consultant will prepare annual progress report that describe the achievements made against the agreed work plan at the end of the financial year. 
Consultant will need to be prepared to spend proportionate amount of time in Mogadishu and all FMSs providing required support to all stakeholders, with more focus given to FMSs. At the submission of the deliverables, FGS DG Revenue and all FMSs DGs of Finance and their respective Revenue Directors shall review the deliverables and provide their feedback within 10 working days and within 20 working days if the review requires an intergovernmental meeting. 

8. Resources Provided
The Consultant will be responsible for all arrangements related to office rental, logistics and accommodation, as well as all translation and interpretation services necessary for the implementation of this assignment. Translation and interpretation must be of high quality. 
The FGS and all FMSs MoF will provide access to the Ministry’s building and subordinate organizations, as well as administrative support, dedicated conference hall which can take up to 10 staff for training purpose, as well as available training materials, reports, legislative and methodological documents, and other necessary assistance with the implementation of this assignment. 
The FGS MoF will also provide a large conference room facility within the Institute of Financial Management and Governance to be organized for the workshops with key stakeholders and trainings given the Revenue Directorate staff, and access to internet, and network resources, as needed. The consultant will need to arrange his own logistics in any case of holding consultations or bringing together larger teams from the stakeholders. 

9. Monitoring and Evaluation
Contract Performance will regularly be monitored by DG of Revenue from the FGS and FMS Directors of Revenue in coordination with the respective DGs of Finance and the SERP PCU through directly contacting the Team leader and experts, reviewing periodic reports, and periodically evaluating the results achieved.

The Contract will be considered satisfactorily completed if the objectives and specified deliverables are achieved, the activities are carried out as required by the Terms of Reference, and the necessary reports have been produced on time. The IGFF-TC will provide their comments on the deliverables submitted by the consultant within 10 working days and will be responsible for signing off the deliverables of the assignments executed by the consultant. 

Monitoring and evaluation (M&E) of the consultancy will be conducted by the inter-governmental Fiscal Federalism Forum (IGFF-TC), in coordination with the SERP Project Coordination Unit (PCU). These bodies will ensure that the consultancy meets its objectives through rigorous oversight and data-driven performance tracking. 

The M&R framework will consist of the following components:
· Performance Indicators: Key performance indicators (KPI) will be tracked, including (Number of staff trained, number of policies harmonized and adopted, number of tax instruments reformed and others). 
· Reporting Indicators: Monthly, Quarterly, Annual progress reports detailing activities, achievements, and deviations from the plan)
· Quality Assurance: Deliverables will be reviewed for timelines, quality and adherence to ToR requirements)
· Consultative reviews: Regular stakeholder consultations and coordination will be held to validate interim findings and adjust implementation strategy whenever necessary. 

10. Qualifications and Key Experts
The Firm is expected to meet the following minimum criteria:
· At least 8 years of experience in developing tax policy and legislation and advice on tax administration ideally in transition economies and fragile and conflict-affected situations (FCS).
· Proven track record of successfully building capacities of a function-based revenue authority in developing countries. 
· Expertise in advising and implementing human resources policy, taxpayer services and communication.
· The firm must have a minimum of 9 experts that have proven experience related to scope of the services required in the TOR.

Considering the broad scope of the assignment, the Firm is expected to form an expert team consisting of a Team leader and a group of local and international consultants with relevant experience, or a consortium with other organizations / agencies and / or consulting firms. The experts must be highly qualified, have experience in providing consulting services, be able to work in a team, be competent in areas related to the assignment.
The necessary experience and capacity should be reflected in the CVs of the proposed team members. The Consultant cannot offer more than one person for a key expert position, and a team member cannot work on more than one position.
The members of the Consultant team should indicate their respective experience as indicated in the scope of work. In particular, experience in the relevant field and qualifications; experience in completing similar assignments with at least two relevant assignment references. 
Below are the qualifications of the key experts.

1. Project Manager:
· Qualifications: Advanced degree in project management, finance/tax, economics, business administration, tax administration, public administration, or a related field.
· Experience: At least 10 years of proven track record in managing similar projects, with a focus on tax policy and administration.
2. Tax Policy Instrument Experts (5 - Income tax, Sales Tax, Excises, Customs, Revenue Forecast and Tax Expenditures):
· Qualifications: Advanced degree in economics, finance, tax administration, public administration, or a related field.
· Experience: At least 8 years of significant experience working on specified tax policy instruments.
3. Tax administration expert
· Qualifications: Advanced degree in economics, finance, tax administration, public administration, or a related field.
· Experience: At least 8 years of working in tax administration, risk-based tax audit or risk-based customs management, designing and implementing tax reforms. 

4. Function-based Revenue Administration expert
· Qualifications: Advanced degree in economics, finance, tax administration, public administration, or a related field.
· Experience: At least 8 years of significant experience working on tax administration reforms and organizational development.
· 
5. HR and Organizational Development Expert:
· Qualifications: Advanced degree in economics, finance, tax administration, public administration, or a related field.
· Experience: At least 5 years of experience in designing HR strategies and organizational development for revenue authorities
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Annex1: 
	Tax Instruments
	Policy Reforms for the Tax instruments
	Expected Deliverables

	Income Tax
	Support the tax authorities in implementing income tax procedures (filing, registration & payment processing) and the implementation of the income tax law regulations
	Hand-hold support to improve the registration, filing & payment processing to improve the tax administration of the income tax bill.

	
	Deliver training to tax officers and key stakeholders from the taxpayers to improve their understanding of the basic technical aspects of the bill, including accounting principles, corporate tax calculation, knowledge of business law, self-assessment principles, and tax audits
	10 days capacity building trainings across FGS & All FMSs for the selected areas to improve the technical understanding of tax officers regarding the new income tax bill. 

	Sales tax 
	Review the current consumption (sales) tax act and provide policy options to either modernize the existing law or adopt a new VAT act. 
	Assessment paper on Consumption (sales) tax to amend or adopt a new VAT act. The policy note should clearly state the type of consumption tax, rates, and harmonization of rates across government levels. 

	
	Support the harmonization discussions of the consumption (sales) act rates across FGS and all FMSs
	Present the findings of the study the harmonized rates to the IGFF-TC and FFF for decision making. 

	Road tax
	Policy note to simplify the structure of the road tax including options for transition to fuel taxation. 
	Policy note to shifting from road tax to fuel taxation 

	Customs 
	Conduct a study on cross-border trade analysis providing recommendation in the establishment of customs revenue collections across all Somalia borders.
	Policy paper to present to IGFF-TC and FFF for decision making

	
	Support the adoption of EAC common external tariff and EAC rules of origin
	FGS customs operations harmonized with those of other EAC partner state

	
	Provide technical assistance to the customs department in the alignment of the customs Administration, documentation, processes, valuation and inspection to those of EAC
	FGS customs operation to be aligned with those of EAC

	Non-tax revenues 
	Review the non-tax revenue categories across FMSs including recommendations on consolidating business fees and other non-tax instruments
	Harmonization of business fees and non-tax instruments across FGS and all FMSs.

	
	Conduct a study on alternative non-tax revenue sources i.e., natural resources extraction, PPP concessions etc. to mobilize extra revenues sources.
	A study on alternative non-tax revenue sources

	Tax exemptions 
	Conduct a study on current tax expenditures to estimate lost revenues resulting from tax incentives and providing recommendations for improvement of all type of taxes collected across FGS and all FMSs
	Policy paper on tax expenditure analysis

	
	Draft tax exemption rules and procedures to establish procedures on awarding tax expenditures and improve the overall fiscal governance on tax expenditures. 
	Harmonized tax exemption rules and procedures across FGS & All FMSs.



