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Terms of Reference (ToR)
Project: Developing Islamic Finance Framework for the Banking Sector in Sierra Leone

1. Rationale
The Government of Sierra Leone, in collaboration with the Central Bank of Sierra Leone (CBSL), is committed to diversifying its financial landscape to foster economic resilience and inclusivity. Following high-level discussions at the IsDB Annual Meeting in May 2025 and a commitment to present Islamic finance legislation to Parliament by November 2025, this Technical Assistance (TA) is a critical pillar of the national strategy.
The introduction of an Islamic finance system is a direct response to structural challenges within the current financial sector, including:
· High Interest Rates: Lowering the cost of capital for businesses and individuals.
· Barriers to Credit: Addressing the difficulty the private sector faces in accessing traditional finance.
· Market Concentration: Breaking the semi-monopoly of a few dominant banks by encouraging a more competitive, diverse banking environment.
· Operational Inefficiency: Streamlining lengthy approval processes through modernized frameworks.
This TA will lay the foundation for a sustainable and modern Islamic banking sector, ensuring it becomes a key driver for Sierra Leone’s socioeconomic development.

2. Objectives
The primary objective of this consultancy is to empower the CBSL to unlock the potential of the Islamic banking industry. The specific objectives are:
· Legal & Governance Strength: To build a robust legal and regulatory infrastructure that ensures the stability and integrity of Islamic financial institutions.
· Capacity Building: To transfer specialized technical knowledge to CBSL staff, enabling them to supervise and manage the sector according to global best practices.
· Liquidity Management: To provide the CBSL with Shariah-compliant Liquidity Management and Lender of Last Resort (LOLR) instruments, ensuring the sector's financial safety net.
· Strategic Integration: To develop a clear roadmap that embeds Islamic finance—including social finance—into the broader national development agenda.

3. Scope of Work
The selected Consulting Firm will be responsible for the following two key components:
A: Banking Legal & Regulatory Framework
1. Gap Analysis: Conduct a comprehensive audit of the existing CBSL regulatory framework to identify legal barriers and requirements for Islamic banking integration.
2. Regulatory Drafting: Develop a full suite of prudential standards for Islamic banks, covering:
· Licensing requirements and solvency standards.
· Capital adequacy and risk management frameworks.
· Liquidity management guidelines and "window" requirements for conventional banks.
· Reporting templates. 
· Onsite/offsite supervision. 
· Early warning indicators. 
3. Shariah Governance: Prepare operational manuals detailing the tasks, duties, and reporting mechanisms for Supervisory Shariah Boards.
4. Product Technical Documentation: Develop detailed documentation on the technical characteristics and structures of Shariah-compliant banking products.
B: Strategic Roadmap & Liquidity Instruments
1. Development Strategy: Create a "Mini-Roadmap" for the growth of Islamic Finance in Sierra Leone, with a specific focus on incorporating Islamic Social Finance (Zakat, Waqf, Sadaqah) into the national economy.
2. Liquidity Facility Design: Review existing CBSL liquidity facilities to design and propose a robust, Shariah-compliant Lender of Last Resort (LOLR) instrument and general liquidity management tools.
3. Knowledge Transfer: Facilitate international knowledge-sharing sessions to align local banking supervisors with global Islamic banking standards.

4. Deliverables
The Consultant shall submit the following:
· Inception Report: Detailing the methodology and work plan.
· Gap Analysis Report: On the current regulatory environment.
· Draft Regulatory & Supervisory Framework: Inclusive of prudential standards.
· Operational Manuals: For Shariah governance and reporting.
· Technical Product Manuals: For Islamic banking instruments.
· Strategic Roadmap: For the long-term development of the sector.
· Final Report: Summarizing the implementation of the LOLR instrument and capacity-building outcomes.

5. Shortlisting Criteria & Sub-Criteria
	Criteria
	Sub-Criteria
	Weighting

	Core Business & Years in Business
	• General experience in financial sector consultancy.
• Minimum 10 years of operation in legal/regulatory advisory.
	10%

	Relevant Experience
	• Number of similar assignments (Islamic banking frameworks) completed for Central Banks.

• Experience in drafting prudential standards (Capital Adequacy, Liquidity, Risk).
• Experience in designing Shariah-compliant LOLR instruments.
	50%

	Technical & Managerial Capability
	• Firm's internal quality control systems.
• Managerial structure to handle multi-stakeholder projects.
• Experience with IsDB or similar Multilateral Development Bank (MDB) projects.
	20%

	Regional/Contextual Experience
	• Specific experience in West Africa or similar emerging economies.
• Familiarity with Sierra Leone’s banking landscape or common law jurisdictions.
	20%



6. Key Experts Required
The assignment requires a multidisciplinary team. The following Key Experts (KE) are essential for the technical components:
KE1: Team Leader / Regulatory Specialist
· Qualifications: Minimum Master’s in Law, Finance, or Economics.
· Experience: 15+ years in financial regulation. Must have led at least two successful projects implementing Islamic banking frameworks at a national/Central Bank level.
· Role: Overall project management, primary liaison with CBSL, and lead on legal drafting.
KE2: Islamic Finance Technical Expert
· Qualifications: PhD or Master’s in Islamic Finance (or AAOIFI/IFSB Certification).
· Experience: 10+ years in Shariah-compliant product structuring. Deep knowledge of AAOIFI standards and IFSB core principles.
· Role: Drafting technical product manuals and ensuring all regulatory outputs are Shariah-compliant.
KE3: Liquidity & Monetary Policy Expert
· Qualifications: Master’s in Finance or Banking.
· Experience: 10+ years in Central Banking operations. Specialized expertise in developing Lender of Last Resort (LOLR) and interbank liquidity instruments.
· Role: Reviewing existing CBSL facilities and designing the new Shariah-compliant liquidity framework.
KE4: Shariah Governance & Social Finance Specialist
· Qualifications: Expertise in Islamic Jurisprudence (Fiqh al-Muamalat) and Social Finance (Zakat/Waqf).
· Experience: 8+ years in developing Shariah governance frameworks and national social finance strategies.
· Role: Drafting the roadmap for Islamic social finance and the operational manuals for the National Shariah Board.
KE5: Legal & Drafting Specialist (Local/Regional)
· Qualifications: Law degree with admission to the bar in a common law jurisdiction.
· Experience: 7+ years in legislative drafting in Sierra Leone or the West African region.
· Role: Ensuring all new regulations are harmonized with the existing Sierra Leone Companies Act and Banking Act.

7. Firm Qualifications
The firm must demonstrate:
· Proven experience in developing Islamic finance frameworks for central banks or national jurisdictions.
· Expertise in Shariah-compliant liquidity management and LOLR mechanisms.
· A team of experts in Islamic jurisprudence (Fiqh al-Muamalat), international banking law, and financial regulation.
· Experience working in emerging markets, preferably within the West African region.
· The firm must demonstrate that it has access to these experts and that they are available for the Q3 2026 – Q4 2027 duration. For the REOI stage, the firm only needs to provide profiles/CV summaries of these experts to prove their "availability of appropriate skills among staff."

8. Project Implementation Timeline: 2026 – 2027
	Phase
	Timeline
	Key Activities & Milestones

	Phase 1: Inception & Gap Analysis
	Q3 2026 (July – Sept)
	• Project Kick-off and stakeholder consultations.

• Comprehensive Gap Analysis of existing CBSL laws.

• Review of current liquidity facilities.

	Phase 2: Legal & Regulatory Drafting
	Q4 2026 (Oct – Dec)
	• Drafting of Prudential Standards (Capital, Risk, Liquidity).

• Development of Shariah Governance & Reporting Manuals.

• Milestone: Alignment with the November Parliament plan.

	Phase 3: Product & Liquidity Frameworks
	Q1 2027 (Jan – Mar)
	• Finalizing Technical Product characteristics/documentation.

• Design of the Shariah-compliant LOLR & Liquidity instruments.

• Drafting of Licensing and Window requirements.

	Phase 4: Strategic Roadmap & Social Finance
	Q2 2027 (Apr – Jun)
	• Development of the Islamic Finance National Roadmap.

• Integration of Social Finance (Zakat/Waqf) frameworks.

• Validation workshops with industry stakeholders.

	Phase 5: Capacity Building & Training
	Q3 2027 (July – Sept)
	• Specialized training for CBSL supervisors and staff.

• Knowledge exchange programs with international experts.

• Finalization of all technical manuals and guidelines.

	Phase 6: Final Review & Project Closure
	Q4 2027 (Oct – Dec)
	• Pilot testing of the new regulatory framework.

• Final Project Completion Report (PCR) submission.

• Handover of all deliverables to CBSL leadership.








