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Terms of Reference (ToR): Islamic Banking Advisory Services
Project No: OMN1032
Project Name: Islamic Finance Grant to the Development Bank (Oman) to Develop Islamic Finance Operation
Beneficiary: Ministry of Finance of Oman (MOF)
Executing Agency: Development Bank - Oman (DB)
1. Project Overview & Strategic Rationale
The Development Bank – Oman (DB) is embarking on a strategic transformation to introduce Shariah-compliant financial operations. This project is a direct enabler of Oman Vision 2040, specifically the "Economy and Development" pillar, which seeks to build a diversified, productive, and sustainable national economy.
By establishing an Islamic finance framework, DB will support:
· Economic Diversification: Reducing reliance on oil by supporting non-oil sectors.
· SME Empowerment: Enhancing financial inclusion for small and medium enterprises through risk-sharing models.
· National Objectives: Aligning with the 11th Five-Year Development Plan and the New Banking Law (Royal Decree 2/2025).
2. Objectives
The advisory firm is tasked with evaluating three strategic components and providing a full implementation roadmap for the selected path. The goals are to:
1. Assess the feasibility, market potential, and regulatory requirements for three delivery components.
2. Recommend the most sustainable model based on cost-benefit analysis and risk insights.
3. Develop the necessary regulatory, governance, and technical infrastructure for the chosen model.
4. Capacity Building: Equip DB management and staff with the skills needed for competitive Shariah-compliant operations.
3. Scope of Work: Three Strategic Components
The consultant must deliver a comprehensive analysis for each of the following components:
Component 1: Full Conversion to a Fully-Fledged Islamic Bank
Under this component, DB would fully transition into an Islamic financial institution, operating exclusively under Shariah principles.
· Market Opportunity Analysis: Conduct a TAM/SAM/SOM study (Total Addressable, Serviceable Available, and Serviceable Obtainable Market) focusing on Omani SME and retail segments.
· Conversion Risk & Financials: Analyze conversion risks (reputational and customer attrition) and estimate CAPEX for rebranding and new staffing.
· Technical Infrastructure: Define requirements for a full Islamic Core Banking System (CBS) and evaluate integration with legacy data.
· Governance Framework: Establish a permanent Shariah Supervisory Board (SSB) and ensure compliance with Royal Decree 2/2025 capital requirements (OMR 100M for domestic banks).
Component 2: Establishing an Islamic Banking Window
This component involves creating a dedicated internal division to offer Islamic services alongside conventional operations.
· Regulatory Ring-Fencing: Assess legal feasibility for parallel operations and define protocols for the strict segregation of Islamic and conventional funds.
· Modular IT Strategy: Evaluate the feasibility of adding an API-first, modular Islamic layer to the existing core banking system versus a full upgrade.
· Cost-Efficiency Analysis: Estimate setup costs for specialized Shariah advisory, audit units, and internal compliance reporting.
Component 3: Partnership with a Third-Party Provider
This model involves DB collaborating with a licensed Islamic bank or fintech provider to "white-label" Shariah-compliant products.
· Partner Due Diligence: Identify and shortlist qualified providers based on reputation, licensing, and Shariah-compliance track records.
· Digital & API Integration: Identify technical integration points, including the use of APIs or middleware to connect DB’s systems with third-party platforms.
· Legal & Performance Framework: Define governance for partnership management, including Service Level Agreements (SLAs), revenue-sharing models, and data-sharing protocols.
4. Project Timetable (5 Months)
	Phase
	Activities
	Timeline

	Phase I
	Inception & Strategic Components Analysis: Feasibility study and TAM/SAM/SOM market research.
	M0 – M1

	Phase II
	Design & Architecture: Detailed cost analysis, IT gap assessment, and product suite design.
	M2 

	Phase III
	Governance & Policy: Drafting manuals (Risk, CRM, Audit) and establishing the Shariah Board framework.
	M3 – M4

	Phase IV
	Capacity & Roadmap: 4 Workshops for staff and the final implementation roadmap.
	M5


Conditions:
· The total duration for all phases of this consultancy from the date of the kick-off meeting to the final approval of the Implementation Roadmap shall not exceed four (4) months.
· The engagement duration is 9 months, with a final delivery date of September 15, 2026 
5. Reporting, Monitoring, and Evaluation
To ensure accountability and alignment with Oman Vision 2040, the following reporting structure is mandated:
· Inception Report: Within 2 weeks of contract signing; includes a detailed work plan and methodology.
· Progress Reports: Quarterly, covering achievements, challenges, and KPIs (e.g., participant satisfaction >85%).
· Component-Specific Reports: Post-completion of each component, including attendance logs, feedback, and impact assessments.
· Final Report: Synthesizes outcomes, lessons learned, and recommendations for scaling Islamic finance.
6. Consultant Key Expertise & Qualifications
The project team must demonstrate a multi-disciplinary blend of expertise:
A. Firm Experience & Capabilities
· Sector Track Record: Minimum of 10–15 years of institutional experience in Islamic financial advisory, specifically in bank conversions or the establishment of Islamic windows in the GCC region.
· Oman Vision 2040 Alignment: Demonstrated experience in aligning financial products with national development goals, particularly in economic diversification and SME financing.
· Regulatory Familiarity: Extensive experience working with the Central Bank of Oman (CBO) and a deep understanding of the New Banking Law (Royal Decree 2/2025). 
· All proposed models and products must strictly comply with (CBO) Islamic Banking Regulatory Framework (IBRF) and Omani AML Law (Royal Decree 30/2016). 
· Development Finance Expertise: Proven ability to work with Development Financial Institutions (DFIs) or Multilateral Development Banks (MDBs).
B. Key Expert Requirements
The project team must include the following core experts at a minimum:
· Team Leader / Lead Strategy Advisor:
· Qualification: MBA or PhD in Finance, Economics, or Law.
· Experience: 15+ years in banking strategy; must have led at least two successful Islamic finance transformations for commercial or development banks.
· Lead Shariah Governance & Compliance Expert:
· Qualification: Master’s or PhD in Islamic Jurisprudence (Fiqh al-Muamalat) or a related field.
· Experience: Expert-level knowledge of AAOIFI and IFSB standards; experience in structuring Shariah Supervisory Boards and internal audit protocols.
· Islamic Product Development Specialist:
· Experience: 10+ years in designing Shariah-compliant instruments tailored to SMEs and developmental lending (e.g., Murabaha, Ijarah, Musharaka, and Sukuk).
· Islamic Core Banking & IT Expert:
· Experience: 10+ years in assessing and implementing Islamic core banking systems (CBS) and ensuring digital transformation aligns with open banking frameworks.
C. Professional Certifications
Key team members should ideally hold one or more of the following international benchmarks:
· Certified Shari’a Adviser and Auditor (CSAA) – Issued by AAOIFI.
· Islamic Finance Qualification (IFQ) – Issued by the CISI.
· Registered Islamic Financial Specialist (RIFS).
D. Essential Soft Skills & Operational Standards
· Bilingual Proficiency: The team must be proficient in both English and Arabic to ensure accurate translation of Shariah manuals and effective training of DB staff.
· Ethical Independence: The firm must be free of conflicts of interest with DB’s current auditors or conventional service providers.
7. Disbursement Schedule
	Milestone
	Deliverable
	Disbursement (%)

	Inception
	Approval of Work Plan and Engagement Strategy.
	10%

	Strategy
	Approval of the Feasibility Study for the 3 components.
	20%

	Design
	Delivery of System Analysis and Product Suite.
	25%

	Framework
	Approval of Policy Manuals and Regulatory Framework.
	20%

	Capacity
	Completion of 4 Capacity Development Workshops.
	15%

	Finalization
	Approval of the Final Implementation Roadmap.
	10%


8. Reporting Requirements
· The Final Implementation Roadmap must be submitted to Development Bank and IsDBI no later than 15 September 2026, to allow for final administrative closure by the end of the month.
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