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Currency Equivalents
As of 31 August 2017

Currency
UA 1.00
UA 1.00
UA 1.00
USD 1.00
EUR 1.00

Somali Shilling (SOS)
USD 1.38
EUR 1.23
800.83 SOS
578.50 SOS
649.13 SOS

=
=
=
=
=

Weights and Measurements
1 metric tonne
1 kilogramme (kg)
1 metre (m)
1 millimetre (mm)
1 kilometre (km)
1 hectare (ha)

=
=
=
=
=
=

2204 pounds (lbs)
2.200 lbs
3.28 feet (ft)
0.03937 inch (“)
0.62 mile
2.471 acres

Fiscal Year: 1st January - 31st December
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EXECUTIVE SUMMARY
Project Name: Economic and Financial Governance Institutional Support Project
(EFGISP) Phase II
Geographic Scope: Entire country
Implementation Timeframe: 2018- 2020
Project Cost: UA 5.5 million
Project
overview

Needs
Assessment

Expected Outcomes: The expected project outcomes are: (i) Enhanced domestic
revenue mobilization which will be measured through increased revenue to GDP ratio,
and; (ii) Improved fiscal space to increase share of budget allocated to social sectors.
Project Direct Beneficiaries: The project direct beneficiaries include the ministries of
finance and three selected infrastructure ministries namely: i) Ministry of Energy and
Water Resources; iii) Ministry of Transport and Civil Aviation, and; iii) Ministry of
Ports and Marine Transport.
The Federal Government of Somalia (FGS) is committed to promoting sustained and
inclusive growth, which requires robust institutional foundations, sound policies, good
financial and economic governance, and skilled human capital to implement
reconstruction and development programs. However, essential central institutions such
as the Ministry of Finance (MoF) and other ministries suffer from significant capacity
deficiencies due to inadequate physical infrastructure, and financial and human capital
resources. Current reform programs are nearing completion and it is time for a new
generation of reforms aimed at consolidating gains achieved as well as extending
capacity building interventions to selected line ministries. Moreover, the current tight
fiscal space, with extremely limited capacity to raise revenue, combined with the
challenging security situation, and poor working environment,makes it difficult to
attract skilled professionals into the public sector, limiting the Government’s capacity
to deliver public goods. Important accomplishments were made in economic and
financial governance during the previous government, notably the re-establishment of
the Central Bank of Somalia, relaunch of the federal budget, creation of the debt
management function, establishment of the civil service payroll, deployment of the
Somalia Financial Management System (SFMIS) and qualifying for an IMF-supported
Staff Monitored Program (SMP). Furthermore, the FGS has developed new policies and
instruments to underpin the next generation of public financial management (PFM)
reforms. These include the National Development Plan (2017-2019), the New
Partnership for Somalia (NPS) of 2017, Public Financial Management Act (2015) and
the Public Procurement, Concessions and Disposal Act (2016). Implementation and
rollout of these new policies and laws will require significant technical and financial
assistance to strengthen institutional capacity at the level of the MoF and other
ministries. Despite the above-mentioned achievements many weaknesses remain in the
current PFM system, both at the level of the MoF and other ministries. Limited state
capacity to formulate policies, raise adequate revenues and allocate resources for
improved service delivery, is a key impediment to state building, which this project aims
to mitigate.
Moreover, current revenue collection levels (1.9 % of GDP) are insufficient to build a
functioning government that is able to deliver expected services to its citizens. The tax
base is currently narrow both in geographic and economic terms, with revenues that are
mostly generated from customs at Mogadishu Seaport and negotiated fees from a
handful of corporate entities.
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The proposed project will contribute to capacity enhancement in macroeconomic
management through strengthened revenue and PFM institutions, as well as improving
transparency and accountability for better public service delivery. In order to maintain
the momentum created with the elections in 2016 and the provisional constitution, the
government needs to sustain efforts in establishing its legitimacy and demonstrate that
it can fulfil core state functions, of which management of the economy and public
resources, as well as public service delivery is a centrepiece.

Bank’s Added
Value

The Bank took the lead in supporting the implementation of the first project “Somalia
Rebuilding Public Financial System”. The project was aimed at laying the foundation
for proper management of the country’s resources through rebuilding of its public
financial systems and capacities. The Bank is currently supporting the implementation
of two projects namely: the Economic and Financial Governance Institutional Support
Project (EFGISP) and the Institutional Support to Financial Governance. The thrust of
the two projects is to rebuild fiscal institutions in order to make fiscal policy and public
financial management transparent and effective. Thus, the focus of the new project will
be to build on the results of previous Bank supported financial governance reform
interventions in Somalia and complement other development partners’ interventions in
the sector.
The Bank’s experience in the country and in other fragile states has generated lessons
learned which have been incorporated into the project design. The Bank’s ability to tap
in local and regional expertise provides a feasible channel to facilitate delivery of project
activities in a highly volatile and insecure environment while maintaining dialogue with
the authorities and closely monitoring programme implementation.

Knowledge
Management

Building
Resilience

The operation aims to contribute to knowledge building through skills and knowledge
transfer from technical assistance experts and training provided to local counterparts.
This knowledge pool will be supplemented by targeted study tours. The Bank will
collect and disseminate knowledge and experience through sharing the findings of
supervision missions, progress reports, and the project completion report. Lessons
learned and experience gained will be available to inform future interventions.
Resources will also be availed to conduct a study on governance sector.
By addressing systemic weaknesses in economic and financial governance, and
providing critical physical infrastructure, the project will help to strengthen revenue
administration and PFM systems at the MoF, and ministry levels, in order to enhance
revenue collection, macroeconomic management, financial accountability and
transparency.This is in line with the FGS fiscal policy objectives of strengthening
revenue administration, having robust public financial management practices by 2020,
improving expenditure management and enhancing macroeconomic management, with
a view to accessing more private capital from nationals, as well as IFIs. The FGS intends
to maintain the momentum created with the successful 2017 elections, in pursuit of
efforts to sustain its legitimacy and demonstrate that it can fulfil core state functions, of
which management of the economy, public resources, and public service delivery is a
centrepiece.
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RESULTS-BASED LOGICAL FRAMEWORK
Country and project
name:
Purpose of the
project :

RESULTS CHAIN

SOMALIA – ECONOMIC AND FINANCIAL GOVERNANCE INSTITUTIONAL SUPPORT
PROJECT(PHASE TWO)
The overall development objective of the project is to strengthen macroeconomic management and enhance
transparency and accountability in the use of public resources.
PERFORMANCE INDICATORS
Indicator

Baseline

Impact: A stable
macroeconomic
environment
conducive to
improved
livelihoods of
Somalis

Mo Ibrahim
index on
macroeconomic
management

10.63
2016

Outcome 1:
Domestic
revenue
mobilization
enhanced

Increased
1.9 %
domestic revenue revenue/GDP
ratio in 2017
collection
performance(as a
% of GDP)

%

MEANS
OF RISKS/MITIGATION
VERIFICATION
MEASURES

Target
in 15 % in 2019

Mo Ibrahim Reports,
MoF Annual Budget
documents and IMFSMP reports

Risk 1: Deterioration in
security: Increased insecurity,
and the reversal of the current
political and security gains.

IMPACT

Mitigation: Continued presence
and dialogue with international
community, the AMISOM and
the UN around the reconstruction
and development initiatives to
address the underlying causes,
drivers and dynamics of conflict
in Somalia. Use of a combination
of local consultants and Somali
diaspora will allow for a better
access to government ministries
for capacity building purposes.
2.5%
MoFP Annual budget
revenue/GDP ratio documents; SMP
in 2020
reports, quarterly
progress reports,
supervision reports

Outcome 2:
Share of budget
Increase fiscal
allocated to
space allowing
social sectors
increase in share
of budget
allocated to
social sectors

2.8 % share of
budget
allocated to
social sectors
in 2017

5 % share of
budget allocated
to social sectors
by 2020

Outcome 3:
Enhanced
control and
accountability of
Government
expenditure

ICT Audit
Guideline
produced and
translated into
Somali

ICT audit of the
SFMIS produced

Annual Audit Reports,
SMP reports, quarterly
progress reports,
supervision reports

OUTCOMES

Risk-based ICT
audit of the
SFMIS
expenditure

Annual budget +
quarterly budget
execution reports +
SMP reports

Component 1: Strengthening macroeconomic planning and management
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Risk 2: Diminishing political
will: Government political will to
carry out PFM reform might
waiver in the face of political
shifts in a highly volatile
environment.
Mitigation. Government’s
commitment to reforms is strong,
as highlighted by the willingness
to carry out a PFM selfassessment, enact various
legislations and intensify
engagement with international
community. The IMF-supported
SMP is underpinned by PFM
structural benchmarks.
Risk 3: Macroeconomic risk
including economic headwinds
due to reduction in external
finance, non-adherence to SMP
requirements, policy reversals and
lack of commitment to priority
reforms.
Mitigation: Continuous IMF staff
monitoring of the SMP, revenue
administration and PFM reforms
to mitigate fiscal risks and DP
increased donor funding, and
policy dialogue around new

Output 1.1:
Budget
Planning and
credibility
enhanced

Medium-Term
Fiscal
Framework
(MTFF)
developed with
TA support

Revenue and
expenditure
projections are
not supported
by a MediumTerm Fiscal
Framework
(MTFF)

Medium-Term
Fiscal Framework
(MTFF)
strengthened using
statistical data in
2020

Output 1.2:
Inland tax
administration
capacity
strengthened

New revenue
policy measures
introduced with
TA support

Five (5 )new
revenue policy
measures
introduced in
2017

Three (3) new
revenue policy
measures to be
introduced by the
end of 2019

Tax
administration
system
modernized into
modern
functional type,
with TA support

MoFP Annual budget
documents; SMP
reports, quarterly
progress reports,
supervision report

Lack of
modern tax
administration
functions

No tax
education
programme in
place

Risk 5: Fiduciary: weak PFM
and public procurement systems
Mitigation. The Bank will, in
close collaboration with other
partners like the World Bank and
IMF, continue supporting and
scaling up capacity building.
Fiduciary services will be
delivered using Bank rules and
procedures. Capacity building in
PFM, strengthening of
accountability structures notably
internal audit, external and Public
Accounts Committee (PAC) of
Parliament.

Taxpayer
education and
sensitization
programme
developed and
applied by 2018

OUTPUTS

Share of external 67% share of
90 % external debt
Output 1.3 :
debt reconciled
external debt
database
Debt
and validated
reconciled and reconciled/validat
Management
validated
ed by the end of
function
2019
enhanced
Component 2: Enhancing control, transparency and accountability in the use of public
resources
Output 2.1
Institutional
framework for
public
procurement
and concessions
established

Public
procurement
legislation
enacted

Public
procurement
legislation
enacted,
regulations and
guidelines not
prepared

Procurement
regulations and
guidelines
prepared by 2019
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Risk
4:
Implementation
capacity constrained by weak
institutional and human resources
in the government, particularly in
the PFM reform coordination
unit.
Mitigation: Strengthening
existing PIU, staffed with
competent and motivated
personnel to manage the project
under the purview of the MoF
senior management; field
supervision of the Bank.
Continuous monitoring of
implementation and problem
solving by Bank staff located in
RDGE.

Modern tax
administration
functions such
as registration,
filing/assessment,
payment, audit
and arrears
management
established by
2019.
Basic
Taxation Training
Basic
infrastructure
Institute and 4
infrastructure
dilapidated due revenue collection
renovated(taxatio
prolonged civil offices
n training
conflict
rehabilitated
by
institute + 4
end
2019.
revenue
collection offices
Tax awareness
programme
developed

funding
and
development
instruments like the SITF

MoF Annual
Performance Reports,
quarterly progress
reports, supervision
mission reports

Output 2.2:
Basic PFM
capacity at
ministry level
enhanced

Output 2.3:
Enhanced
internal control
and external
oversight

Ministry
financial
management
staff trained

Internal audit
function within
MoF established

OAG function
enhanced

Line ministries
have no trained
budget officers,
accountants
and internal
auditors

Thirty (30) staff
from beneficiary
ministries trained
in capital
budgeting,
internal audit and
accounting skills,
of which 30% are
females by 2019
Internal audit
Internal Audit
function does
Strategy
not exist within developed by
MoF. It is
2019
performed by
the Auditor
General
Specialized
30 internal audit
skills lacking in and Auditor
system audits
General’s staff
(SFMIS,
trained in special
payroll,
audit skills by
revenues and
2019,of which
debt systems
30% are females

MoF Annual
Performance Reports,
quarterly progress
reports, supervision
mission reports

Component 3: Support to project management

KEY ACTIVITIES

COMPONENTS
INPUTS
Component 1: Strengthening macro-economic planning and TSF grant of UA 5.5 million.
management( UA 2,970,824)
 Support to domestic revenue administration, procurement, budget
and debt management units
Component 2: Enhancing control, transparency and accountability in
the use of public resources (UA 775,237)
 Support to basic PFM functions at ministry level (capital
budgeting, accounting, internal controls and audit)
 Support to strengthen public procurement institutional framework
 Support to external and internal audit functions
Component 3: Support to project management (UA 2,079,164)
 PIU Staff costs
 Video Conferencing IT system
 Monitoring and evaluation activities
 External audit
 Project management
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REPORT AND RECOMMENDATION OF MANAGEMENT TO THE ADB GROUP
BOARD OF DIRECTORS ON AN AFRICAN DEVELOPMENT FUND TRANSITION
SUPPORT FACILITY TO THE FEDERAL REPUBLIC OF SOMALIA FOR THE
IMPLEMENTATION OF THE ECONOMIC AND FINANCIAL GOVERNANCE
INSTITUTIONAL SUPPORT PROJECT(EFGISP) PHASE II
Management submits the following report and recommendation on a proposed ADF-14 /TSF Pillar
I financing for UA 5.5 million to the FEDERAL REPUBLIC OF SOMALIA for financing the
Economic and Financial Governance Institutional Support Project (Phase II).

I – STRATEGIC THRUST & RATIONALE
1.1.

Project linkages with country strategy and objectives

1.1.1 The proposed operation is aligned with the second pillar on governance (building
effective and efficient institutions) of the Federal Republic of Somalia National Development
Plan (NDP 2017-2019). The NDP is the primary strategic plan for the country that forms the basis
for the Government’s fiscal strategy and development of all sector plans. During the London
Somalia Conference in May 2017, the FGS and international community agreed on a New
Partnership for Somalia (NPS) to facilitate the implementation of the NDP 2017-19. The NPS
commits Somalia to an ambitious set of much-needed reforms on economic recovery, security,
governance and public financial management, in return for sustained international support to the
NDP. The aid architecture will build on, and reinforce the mechanisms and frameworks that were
set up for the implementation of the Compact, in particular the Somalia Development
Reconstruction Fund-SDRF-aid coordination bodies and funding mechanisms. For example,
pillar/sector working groups, (formerly the PSG Working Groups) will provide the technical forum
for sectoral policy dialogue, formulation, planning and programmatic co-ordination. By December
2017, a performance and milestones-based “Mutual Accountability Framework” will be developed
to measure progress. Together, the NDP and the NPS will retain the critical elements of the
Compact, reframing them based on lessons learned and the heightened levels of direction to which
all stakeholders are committed. Thus the future of Somalia’s donor coordination arrangements are
anchored in the recently adopted NPS, which sets out how Somalia and the international
community will work together to meet Somalia’s most pressing political, security and economic
needs and aspirations, as set out in the NDP. More information on current interventions in
financial governance area is presented in Appendix III.
1.1.2 The project is consistent with Pillar II of the Bank’s Country Brief for Somalia (2017
– 2019), which emphasizes infrastructure development supported by institutional capacity
building and skills development for improved governance and job creation. It is also aligned
with the Somalia NDP, particularly the Pillar II on building effective and efficient institutions,
which covers support to PFM reforms and strengthening government’s policy planning and
implementation capacities. The operation is consistent with the Bank Group Ten Year Strategy
(2013-22), and ADF operational priorities – Governance and Accountability-, both of which
emphasize promoting governance and strengthening PFM systems for inclusive growth.
Governance is a cross-cutting theme under the ADF 14 commitments which include inter alia,
1

supporting efforts to enhance domestic resource mobilization. The project also aligns to the Bank’s
Strategy for Addressing Fragility and Building Resilience in Africa (2014-2019), Pillar I of GAP
II (2014-2016) on Public Sector and Economic Management, and the High 5s priority – “improve
the quality of life of the people of Africa”.
1.2.

Rationale for Bank Group’s involvement

1.2.1 The election of Somalia’s new President in 2017 is expected to consolidate state
legitimacy through progress towards peace, stability and prosperity. The new government will
build on important accomplishments that were made in the economic and financial governance
sector during the previous government. Notable achievements include the re-establishment of the
Central Bank of Somalia, relaunch of the federal budget, creation of the debt management function,
establishing the civil service payroll, the deployment of the Somalia Financial Management
System (SFMIS) and qualifying for an IMF-supported Staff Monitored Program (SMP). These
reform programs undertaken during the years 2012-2016 laid a good foundation, paving way for a
new generation of reforms aimed at consolidating gains achieved, as well as extending capacity
building interventions to selected ministries. In spite of achievements of the previous government,
many daunting challenges remain that require significant support from the international
community. Essential central institutions such as the MoF and other strategic ministries suffer from
significant capacity deficiencies stemming from inadequate physical infrastructure and limited
human capital resources in the public sector, limiting the Government’s capacity to deliver public
goods and services. Moreover, the current tight fiscal space, with extremely limited revenue raising
capacity, combined with the challenging security situation, makes it difficult to attract skilled
professionals into the public sector, limiting the Government’s capacity to deliver the muchneeded public services.
1.2.2 Domestic revenue mobilisation continues to be challenging, especially given FGS’s
reliance on politically contested port revenues and unpredictable international grants. Over
the last few years, the FGS has managed to collect revenue only in the range of 1-2 percent of the
country’s GDP. In contrast, revenue collection in other countries in the region is on average about
13 percent of GDP. The biggest challenges facing revenue departments are lack of decent physical
infrastructure, financial resources and human resource capacity to build credible revenue
collection and administration system. Currently, the revenue collection departments work in
unconducive environments, and do not have sufficient resources and experts to fulfil their
mandates of collecting taxes and other revenues from potential sources. In the medium-term, under
the assumption of an improved security situation and the Government taking a firmer control of
the territory, including other revenue collection points such as ports and border crossings, the
revenue collection capacity could dramatically improve. This acute funding gap, combined with
the context of extreme fragility, justifies the provision of not only significant short-term capacity
support, in terms of technical assistance, training, project implementation, but also financial
support to renovate critical infrastructure and attract skilled Somalis to senior management of key
economic institutions.
1.2.3 The planned intervention is a response to a specific request from the FGS to the Bank
to support the government’s state building efforts. The Bank is a major development partner in
strengthening macroeconomic management, domestic resources mobilization as well as
2

transparency and accountability in Somalia. As a trusted partner, the Bank has assisted in the
development of the economic and financial governance sector through two institutional support
projects. The projects have helped to rebuild the capacity of key economic institutions so as to
mitigate against state fragility. Despite these interventions, the challenge in the sector remain
sizeable. Addressing the critical macroeconomic and PFM situation and stepping up revenue
mobilization efforts will be critical towards addressing the current fiscal challenges, geared
towards restoring peace and stability. One of the key objectives of this project is to support the
implementation of the Government’s Revenue Strategy to implement a robust revenue
mobilization action plan that is based on new tax collection strategy and robust revenue collection
and administration system.
1.2.4 The Bank took the lead in supporting the implementation of post-conflict recovery
initiatives through the first PFM project – “Somalia Rebuilding Public Financial System”.
The project was aimed at laying the foundation for proper management of the country’s resources
through rebuilding of its core public financial systems and capacities. The Bank is currently
supporting the implementation of two projects namely: the Economic and Financial Governance
Institutional Support Project (EFGISP) and the Institutional Support to Financial Governance
(ISFG). The thrust of the two projects has been to rebuild fiscal institutions in order to make fiscal
policy and public financial management transparent and effective. To this end, foundations have
been built and momentum has been created to continue with further reforms resulting from recently
adopted policies and laws. Implementation and rollout of these new policies and laws1 will require
significant amounts of technical and financial assistance to strengthen institutional capacity at both
the MoF and ministry level. Thus, the focus of the new project will be to build on previous Bank
supported financial governance reform interventions in Somalia and complement the interventions
of other development partners in the sector. The Bank’s experience in the country and in other
fragile states has generated lessons learned which have been incorporated into the project design.
The Bank’s ability to tap into local and regional expertise provides an opportunity to implement
project activities in a highly volatile and insecure environment, while maintaining dialogue with
the authorities and closely monitoring programme implementation.Lessons learned from ongoing
projects are presented in Annex B.1
1.2.5 Furthermore, there is an implicit understanding on the part of development partners
and the FGS that the Bank will continue to take the lead role in strengthening capacity in
debt management, as part of ongoing efforts to enable Somalia’s re-engagement with the
international community. This specific objective will be achieved by sustaining capacity
building in debt management and supporting the process towards clearance of external arrears as
part of the preparations for the country’s anticipated debt relief through the HIPC process.
Moreover, the Bank is also taking the lead in infrastructure planning and development under the
framework of the Somali Infrastructure Fund (SIF), through which additional resources will be
mobilized and channeled towards supporting institutional and skills development projects in
financial governance.
1.2.6 This intervention is part of the continuous engagement with countries in fragile
situation. This entails building state capacity through institutional strengthening, and promoting
1

New policies and laws include: National Development Plan(2017-2019), PFM Act(2016), Public Procurement Act and
Concessions(2016), PFM Reform Strategy and Action Plan(2016-2020)
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inclusive and equitable growth. It builds on the work of the ongoing financial governance projects,
and aims to consolidate their achievements. Specific areas that will be maintained include support
to debt management and budget preparation. This project will also complement other ongoing
Bank projects and those currently under preparation in the transport and water sectors, which will
include technical assistance to strengthen institutions and human resource skills.
1.3.

Donor coordination

1.3.1 During the Somalia Conference held in London in May 2017, the FGS and
international community agreed on a New Partnership for Somalia (NPS) to facilitate the
implementation of the NDP 2017-19. The NPS commits Somalia to an ambitious set of muchneeded reforms – including on economic recovery, security, governance and public financial
management – in return for sustained international support to the NDP. The aid architecture will
build on and reinforce the mechanisms and frameworks that were set up for the implementation of
the aid coordination bodies and funding mechanisms. For example, pillar/sector working groups
will provide the technical forum for sectoral policy dialogue, formulation, planning and
programmatic co-ordination. By December 2017, a performance and milestones-based “Mutual
Accountability Framework” will be developed to measure progress. Together, the NDP and NPS
will retain the critical elements of the Compact2, reframing them based on lessons learned and the
heightened levels of direction to which all stakeholders are committed. Thus the future of
Somalia’s donor coordination arrangements are anchored in the recently adopted NPS, which sets
out how Somalia and the international community will work together to meet Somalia’s most
pressing political, security and economic needs and aspirations, as set out in the NDP. More
information on current interventions in financial governance area is presented in Annex III.
II – PROJECT DESCRIPTION
2.1.

Project components

2.1.1 Project Development Objective: The overall development objective of the project is to
strengthen macroeconomic management and enhance transparency and accountability in the use
of public resources. In order to maintain the momentum created with the recent elections and the
provisional constitution, the new government needs to demonstrate its ability to establish its
legitimacy and fulfil core state functions. One of the enabling factors for the state to achieve its
core mandate is the ability to raise adequate revenues, and judiciously use public resources to
rebuild critical infrastructure and finance provision of key public services. Detailed outline of
project activities is provided in Technical Annexes(Annex C.1).

2.1.2 Project Components: The project is proposed to have three mutually reinforcing
components: (i) Strengthening macro-economic planning and management (ii) Enhancing control,
transparency and accountability in the use of public resources, and (iii) strengthening capacity for
project management. The project will seek to enhance the institutional and operational
effectiveness of selected institutions within government through developing policy frameworks,
2 The NDP builds on the work of the New Deal COMPACT for Somalia and defines the country’s development priorities. In May 2017, the FGS and international
community agreed on a New Partnership for Somalia (NPS) to facilitate the implementation of the NDP. The NPS commits Somalia to an ambitious set of muchneeded reforms – including on economic recovery, security, governance and PFM – in return for sustained international support
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support implementation of new fiduciary instruments (PFM and Procurement), revenue
mobilization strategy, support training and skills transfer, and provide technical assistance, ICT
infrastructure and equipment support. Detailed project components and activities are provided in
Table 2.1, below.
Table 2.1: Outline of project components, target departments, key activities and estimated
costs
No.

Component name

1.

Strengthening macroeconomic planning
and management

1.1

Budget Department

 Long-term TA to further develop budget reforms, enhance budget
credibility, supported by an MTFF
 Long-term TA to support macro-fiscal analysis;
 TA to support implementation of provisions of the new PFM law
pertaining to budget preparation;
 Implementing regional training programmes for staff;
 Implementing in-country training programmes for staff;
 Support to budget communication, translation and outreach.

557,987

1.2

Inland Taxation
Department

1,677,608

1.3

Debt Management Unit

 TA to support modernization of tax administration system into
functional type
 Support for renovation of core infrastructure for revenue
administration;
 TA to develop tax awareness programme to educate public about the
importance of paying taxes
 TA to build capacity to support identification and quantification of new
revenue measures and to develop forecasting tools;
 TA to support development of sensitization and outreach programme
on amended legislations;
 Training Needs Assessment for Inland Tax Administration System;
 Long-term regional trainings for tax administration staff;
 Short term local trainings for tax administration staff;
 Technical assistance support to DMU staff for collecting, recording,
managing and reconciliation of domestic arrears and external debt;
 Advanced training on CS-DRMS3 and other debt management tools and
practices (2 trainings per year for 3 years).

2.

Strengthening
control,
transparency and
accountability in the
use of public
resources
Public Procurement
and Concessions
Department

2.1

3

Component activities

Est. cost UA
million(incl.
contingency)
2,970,824

735,230

775,237

 Long-term TA for establishing and strengthening the institutional
capacity of the new Public Procurement Authority
 Long-term TA to support the Procurement functions in all the MDAs
(preparation and use of Standard bidding documents, procurement
guidelines and regulations);

CS-DRMS: Commonwealth Secretariat Debt Recording Management System
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178,592

No.

Component name

Component activities

Est. cost UA
million(incl.
contingency)

 Training, sensitization and dissemination of the new Procurement Act;
 Training and professional development of persons involved in
procurement;
 Establishment and training of accounting, procurement and budget
officers, procurement committees and auditors in MDAs;
 Provision of IT equipment for the Public Procurement and Concessions
Authority.
2.2

Internal and external
audit oversight
functions

 Long-term TA for establishing and strengthening the internal audit
function in government;
 TA to support the development of specialized skills in system audits
(example, SFMIS, payroll, revenues and debt systems) of the OAG;
 Short-term training in modern audit practices offered by regional and
international Supreme Audit Institutions as well as International
Organization of Supreme Audit Institutions (INTOSAI), African
Organization of Supreme Audit Institutions (AFROSAI) and affiliated
organizations;
 Conducting workshops to sensitize government officials on the
provisions of the new PFM Act;
 Support to upgrade OAG’s IT systems and processes

202,772

2.3

PFM capacity in three
infrastructure
ministries

 Short-term TA for policy, strategic planning development and Policy
analysis
 TA for capacity training on data collection and data analysis;
 TA for the implementation of staff training programmes;
 TA support for the development of sensitization and outreach
programmes on sector amended legislations;
 TA support for financial accounting and management training for the
energy sector;
 TA for short-term training in specialized financial management
techniques: airlines, airports, ports and marine transport
 TA support for annual planning, budgeting and forecasting of capital
expenditure;
 TA for short-term training on procurement planning and processes;
 TA for the design of contract management system and training.

393,873

3

Project Management

2,079,182

3.1



Video Conferencing IT system

3.2



Project management staff costs4

1,301,969

3.3



Project operating costs

748,036 5

29,176

4 Project management costs include consultants’ fees for key project staff and indemnities for national staff working as “apprentices” in the
PFMRCU. The estimated budget is based on current costs under the ongoing project (EFGISP), where this component accounts for 35% of the
total budget. Assumption is that two (2) staff - accountant and procurement experts, will be internationally recruited.
5

This item comprises government’s “in-kind” contribution amounting to UA 485,454 and the balance of UA caters for items such as stationery,
telephone, office tea,etc
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2.2.

Technical solution retained and other alternatives explored

2.2.1 During project preparation and appraisal, a number of options were explored regarding the
areas of intervention, the number of institutions/beneficiaries to support, implementation
arrangements and the modality of the capacity building to be provided. In terms of the project
implementation approach and types of support to be provided, lessons learned and
recommendations were taken into account from ongoing projects in the country, the Bank’s
intervention in similar contexts, as well various analytical reports of other donors operating in the
country. Accordingly, the main target outputs and activities of the project are focused on human
resource capacity building and rehabilitation of critical buildings to enhance revenue
administration. The technical approach retained is a combination of: (i) rehabilitation of core
infrastructure(buildings) ii) technical assistance to train staff in their respective areas, with key
counterpart staff identified; (iii) on the job training; (iv) local, regional and limited overseas
training focused on a few key areas that are essential for the development of high level technical
qualifications and strategic leadership and management competencies. The acquisition of goods,
mainly in the form of ICT software, is limited to what is considered to be necessary to achieve the
key target outputs of the project
2.2.2 The key considerations underlying the choice of the components and scope of the project
include: i) identifying areas where the Bank has a comparative advantage, and is taking leadership,
ii) consolidating gains achieved in specific areas under previous projects, iii) identifying “quickwins” that can be achieved towards enhancing revenue collection, iv) rolling out PFM reforms
beyond the Ministry of Finance to other ministries, and; v) providing TA to build financial capacity
in three (3) selected infrastructure ministries to support the Bank’s lead role in infrastructure planning
and development under the framework of the SIF.

Table 2.2 Project Alternatives Considered
Alternative

Brief description

Reasons for rejection

Include support to
Central Bank
reforms

The previous project provided support
to the Central Bank to enable it rebuild
its core mandate as a monetary
authority, rebuild its strategic and
policy making capacity and regain
control over financial institutions.

The Bank’s limited resources should be channelled
to areas where it has a comparative advantage, its
interventions have been tested in the past, and
results have been achieved. Thus, the focus of the
project is on core financial governance including
revenue administration.

Using a new Project
Implementation
Unit

Considerations were made for
establishing a new PIU, with a bigger
mandate to coordinate project
activities that will be spread across
ministries

Use third-party
implementation
arrangements

Instead of using the existing
Government implementation
mechanisms through the PIU, a
separate PIU is set up, coordinated by
a third party to implement Bankfunded projects.

A new PIU would take time to establish, staff would
need a longer time to acquire requisite skills in Bank
fiduciary rules, and this would create unnecessary
start-up delays and inhibit smooth implementation of
project activities. On the other hand, a better (agreed)
option is to strengthen the existing PIU by recruiting
a qualified accountant and a Monitoring
&Evaluation expert.
The arrangement would increase transaction costs
for the government, go against its expressed
preference of building country systems, and thus
decrease project ownership. It would also make
coordination of activities with other donors more
arduous. Using the existing PIU would lead to a joint
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implementation arrangement with complementary
projects of other donors, thus increasing synergies
and value for money. Implementation risks will be
mitigated by providing adequate staffing to the
PFMRCU, the oversight unit responsible for
coordinating donor-funded projects in the
governance sector.

2.3.

Project type

The proposal is an institutional support project financed by grant resources from TSF-Pillar 1
(ADF-14 cycle).
2.4.

Project cost and financing arrangements

2.4.1 The project will be fully financed by TSF Pillar I resources. The total project cost is
estimated at UA 5.5 million (exclusive of tax and customs duty), including contingencies. The
Bank’s share amounts to a grant of UA 5.5 million drawn from TSF Pillar-1 resources, while the
Government will make an in kind contribution of UA 0.50 million. Tables 2.1, 2.2 and 2.3 below
summarize the project cost estimates by components, expenditure categories, and the source of
financing are presented in Technical Annexes B2.
Table 2.4.1: Project Costs by Component (amounts in ‘000 UA equivalents)
Component

Allocation(excl. contingency)
USD

%age

UA

1

Strengthening macro-economic planning and
management

4,073,000

2,970,824

46%

2

Enhancing control, transparency and
accountability in the use of public resources

1,062,850

775,237

13%

3

Project Management

2,850,558

2,079,164

38%

Base Cost

7,986,408

5,825,225

97%

239,592

174,775

8,226,000

6,000,000

Physical and Price Contingencies
Total Grant Allocation

3%
100%

2.4.2 The Bank will use TSF Pillar I resources to finance project cost not exceeding UA 5.5
million (90% of the overall project cost), while the FGS’s contribution of UA 0.5 million (10% of
the planned costs) will be in kind, to address office space, all applicable taxes and staff time. The
details are outlined in the financial tables of the technical annex B2.
Table 2.4.2: Project Cost Estimates by Financing Sources
Source of Funding

Amount (UA)

ADF – TSF Pillar 1

5,500,000

Government contribution

500,000

Total

6,000,000
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Table 2.4.3: Project costs by category of expenditure (amounts in ‘000 UA equivalents)

Category

Total Cost
UA

Total
Forex UA

Total
Local UA

%
Foreign

Works

1,459

1,459

0

100%

Goods

153

124

29

81%

3,465

2,218

1,247

64%

Operating cost

748

-

748

0%

Contigency

175

175

0

0%

6,000

3,801

2,199

63%

Services

Total

Table 2.4.4: Expenditure schedule by component [amounts in ‘000 UA equivalents]

Ref Component
1.0

2.0

3.0

2.5.

Improve domestic resource
mobilization in the non-oil
sector
Strengthening control,
transparency and
accountability in the use of
public resources
Project Management
Contingencies & price
variation 3%
Total Project Costs

Years/Period Covered
2018/2019 2019/2020 2020/2021

Total

1396

1297

278

2971

332

239

203

775

713

683

683

2079

73

67

35

175

2514

2287

1200

6,000

Project’s target area and population

2.5.1 The direct project beneficiaries are the Ministry of Finance core departments( Budget,
Procurement, Internal Audit, Debt Management Unit, Inland Tax Department, Office of the
Auditor General); and infrastructure ministries notably: Energy and Water Resources, Ports and
Marine Transport as well as Transport and Civil Aviation. The project will benefit the government
and the people of Somalia through building the weak human and institutional capacity in the
domestic revenue adminstration at federal level, as well as its public financial management
systems. The project will also contribute to promoting good economic governance and the fight
against against poverty. The project is expected to result in improved service delivery in the
country,arising from increased revenue collection and increased efficiencies in PFM. Most
importantly, the project is expected to trigger an increase in domestic revenue collection, thus
availing the much needed additional resources to finance the government’s budget deficit and
create more fiscal space for funding delivery of basic public services.
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2.6.

Participatory process for project identification, design and implementation

The demand for this project originated from the government, while the suggested areas to be
supported were identified as part of the broad consultations with government during the
preparation of the Country Brief (2017-2019). The intervention is part of the Somalia Infrastructure
Fund (SIF) pipeline projects that will complement the Bank’s projects by building skills in financial
governance in the infrastructure sector. Specific areas that will be targeted include building
capacity of basic PFM functions at ministry level, revenue administration, budget preparation, and
procurement and debt management at the level of the ministry of finance. The scope of the project
was further discussed during the Country Brief dialogue mission which took place in June 2017.
2.6.1 During the appraisal mission in August 2017, consultations were held with the target
stakeholders from government. Working sessions were organized with each of the main
beneficiaries to discuss the challenges and determine the specific areas of intervention. A general
briefing meeting with all the beneficiaries was organized at the start of the appraisal mission, to
agree on key design elements and share lessons to inform design. Areas covered included need to
ensure a sustainable approach to capacity building, as well as provide for long-term training to
build skills. Modalities for effective skills and knowledge transfer will be discussed during project
launch. These include twinning of local staff to international experts to ensure knowledge is
gradually transferred. Personnel of the beneficiary institutions will be encouraged to participate in
the recruitment process of international experts. The project has also envisaged the retention of
local staff who will continue to understudy the international experts under the overall umbrella of
the PFMRCU.
2.6.2 Discussions with development partners are regularly conducted through the PFM subworking group platform to ensure consistency and coordination with other initiatives. The
discussions with development partners underscore the need to strengthen financial governance
focusing on enhancing reforms in revenue administration systems, management and use of public
resources to promote transparency and accountability, while addressing capacity challenges in
implementing, rolling out and harmonization of the existing PFM legislations, systems and
processes.
2.7

Bank Group experience, lessons learnt and reflected in project design

2.7.1 The Bank Group’s currently active portfolio (approved and ongoing operations) consists
of 10 projects, of which 8 are national and 2 are regional, for a total commitment of UA 69.07M.
Despite the efforts being made by Bank Task Managers and FGS counterparts, implementation of
the Bank’s operations in Somalia remains a challenge, especially for projects being implemented
outside of the capital, Mogadishu. The ongoing EFGISP (I) has achieved a disbursement rate of
more than 80% ahead of its closure in December 2017. These good results are attributable to a
number of factors including: (i) using PIU staff who are experienced in Bank-funded procedures,
and (ii) conducting regular desk supervision missions, and; (iii) geographical proximity of Bank
staff to the member country.
2.7.2 The design of this project has also integrated key lessons learned from ongoing Bankfinanced operations in the country, as well as projects implemented by other DPs, and lessons
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drawn from Bank-funded operations in similar fragile and post-conflict RMCs, including South
Sudan and Liberia. Such lessons include strong government ownership, simplicity of operations
design (narrow project scope), dedicated counterparts to be supported by technical assistance
experts, and DP coordination to increase the possibility of programme complementarity. There is
also the need to avoid start up challenges by preparing for the first procurement activities and
disbursement effectiveness in a timely manner, in accordance with the Bank’s operational
guidelines concerning design, implementation and cancellation of Bank Group sovereign
operations. The country has fulfilled conditions precedent to first disbursements for previously
approved financing agreements of the Bank in the same sector. The project has been designed to
utilize the existing PIU to avoid any start up delays of setting up and orienting a new PIU.
Implementation capacity constraints will be mitigated by recruiting a qualified accountant and
monitoring and evaluation expert. The table below outlines key lessons (detailed lessons are
included as technical annex B1).
Table 2.6: Lessons Learned from previous operations and analysis
Lessons Learnt
Strong Government ownership
and political will is required and
all
capacity
building
and
institutional support projects have
to be firmly grounded within the
government’s
overall
policy
reforms in order to achieve
sustainability.

Build in existing systems,
sequence the approach and
prioritize sustainability.

Provide supporting physical
infrastructure to enhance
working conditions

DP coordination to increase the
possibility
of
programme
complementarity and to avoid
overlaps among development
partners

Actions taken to integrate lessons into the project
The project contributes to the implementation of the National Development Plan (20162017), and the Bank’s Country Brief (2017-2019). There is strong renewed political will on
the part of the new Minister of Finance appointed in May 2017, to advance reforms in
domestic revenue mobilization and PFM. IMF Article IV recommendations (February 2017)
and SMP review of May 2017 pronounced critical policy actions towards increasing
revenues and managing expenditures. The activities of EFGISP (Phase II) are intended to
directly support implementation of these policies and reforms. Areas identified in the project
are demand driven. Adequate consultations were held with stakeholders during a high-level
dialogue mission (June 2017). Furthermore, beneficiary departments submitted their
capacity-building proposals during appraisal mission (August 2017) to further inform the
design of the operation and ensure ownership.
The project will reinforce and build on previous projects provided in PFM and domestic
revenue mobilization. In order to support a sequenced and sustainable approach, the project
will focus on restoring and building the foundations and capacity for more advanced reforms
consistent with the country’s PFM Reform Strategy and the new PFM legislation. The
project will focus on consolidating gains in creating a critical mass of trained and skilled
staff.
Renovation of the Taxation Training Institute would provide an opportunity to have a
training center that is readily available at home to leverage the valuable knowledge and
experience of very senior and retired staff to teach tutor, research and transfer knowledge
to younger professionals. Renovation of revenue collection bureaus would provide
conducive working environment, 6that has proved to be one of the motivating factors
for civil servants.
Extensive discussions have been held with beneficiaries and PFM development partners to
ensure no duplication of efforts, and strategic orientation of the operation in the areas in
which the Bank has comparative advantage. The Bank will continue to engage actively in
the PFM Sub-Working Group.

6

The Bank has provided similar support in some countries, example Comoros(Tax Department Building) and South
Sudan(Customs Building)
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Engage long-term experts with
relevant experience and handson skills for effective transfer of
skills
Close monitoring and follow-up
at Bank level
Need to address implementation
capacity
constraints
by
reinforcing
the
financial
management and procurement
team.

2.8.

Recruitment of international experts of repute, with experience and hands-on skills, who are
willing to reside in the country, and who can effectively train and transfer skills to nationals,
with a forward-looking exit plan.
Constant engagement, follow up and support is required by task management teams to
ensure activities are implemented in the desired time and framework.
The project will use the services of the existing PIU. A technical launching will be organized
by the Bank to prepare for implementation. Additional staff will be recruited notably an
accountant and M&E expert. The project will also provide for training and technical
assistance where necessary to ensure take off and smooth implementation of project
activities, together with close supervision from the Bank.

Key performance indicators

2.8.1 Performance indicators identified and the expected outputs and outcomes at project
completion are presented in the results-based logical framework (page viii). The expected outcome
under the first component “Strengthening macroeconomic planning and management” is
enhanced domestic revenue mobilization. The provision of basic core infrastructure as well as
technical assistance expertise to support identification and quantification of new revenue measures
and to develop forecasting tools, as well as supporting efforts to enhance monitoring, compliance
across core tax administration functions, is expected to enhance domestic revenue collection
through increased efficiency, resulting from new working methods and modernization
programmes. Moreover, budget credibility is expected to be enhanced through increased domestic
revenue collections, progressive access to external concessional resources and strengthened
expenditure control. The second component relating to enhancing transparency and
accountability in the use of public resources, will translate into improved budget discipline and
availability of additional fiscal space to finance provision of public services.
2.8.2 The outcomes will be monitored using progress reports, qualitative assessments through
regular monitoring and evaluation through desk supervisions by the project task team and country
team operating from the regional office, mid-term review report, and financial auditing by
appropriate Bank staff and external auditing firms. These will be supplemented by other
assessments that will emerge from the continuous stakeholder engagements, mainly through the
PFM sub-working group.

III – PROJECT FEASIBILITY
3.1.

Economic and financial performance

This is an institutional capacity building project, therefore analysis in terms of economic rate of
return does not apply. While the costs are quantifiable (see section 2.4), the benefits are indirect,
and ultimately achieved through increased revenues, enhanced debt management capacity and
better performance of public financial management institutions. By enhancing the revenue, debt,
budgeting, accounting and reporting systems as well as strengthening the accountability and
scrutiny functions, the Government should expect to achieve greater spending efficiency as well
as improved quality of service delivery.
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3.2.

Environmental and Social Impacts

3.2.1 Environment/ Climate Change: The project will not have a negative impact on the
environment or climate change. The proposed project is environmentally classified as category 3
in accordance with Bank Group’s safeguards policy. The project is consistent with and will
compliment Somalia’s Nationally Determined Contribution to the Paris Agreement by helping to
improve the environment for the implementation of adaptation and mitigation projects.
3.2.2 Gender: The project will contribute towards ensuring gender equality by ensuring that
men and women are granted equal opportunity to benefit from the capacity building and support
being provided by the project. Currently about 25% of staff within MoF are women. It will be a
requirement that at least 30% of the beneficiaries of trainings must be women in line with the NDP
targets. In addition the support to the revenue, procurement, budget, debt, internal audit
departments, OAG and ministries, will include workshops on gender sensitive programming and
budgeting. Personnel of the MoF and beneficiary infrastructure ministries will be targeted for
training on gender sensitive budgeting.
3.2.3 Social Impact: Effective domestic resource mobilization that provides a reliable and
sustainable source of revenue to governments can have an exponential effect on recovery and
growth, as this guaranteed revenue allows for better work and cash planning, and resource
allocation. Enhanced debt management function will accelerate the country’s re-engagement with
international creditors. Access to concessional financial resources will be possible after achieving
debt relief through the HIPC process. Strengthened public financial management ensures those
funds are spent efficiently and effectively. The ultimate result is increased resources available to
finance the provision of public goods and services, investments in development programs,
enabling recovery and relieving poverty.
IV – IMPLEMENTATION
4.1.

Implementation arrangements

Executing Agency: The implementation of the EFGISP (II) will be carried out by the existing PIU
of the EFGISP (I) under the MoF, working in close collaboration with the beneficiary ministries.
The MoF is the lead Executing Agency responsible for project implementation and coordination
as well as the main beneficiary institution. The PFMRCU, which is responsible for coordination
of all donor-funded projects, will provide technical inputs on project implementation, including
coordination, sequencing and consolidation of requests from beneficiary departments. The PIU of
the on-going EFGISP (I), will coordinate and execute project implementation, monitoring and
result reporting, procurement, and financial management. The staff of the existing PIU comprise,
of a Project Coordinator, a shared Project Accountant, a Procurement Specialist and an
Administrative Officer. They have gained experience and demonstrated competence in the
management of Bank-funded projects in the last two years, particularly in the handling of
procurement, disbursement, and project financial management issues. It was agreed that a
dedicated project accountant and a Monitoring &Evaluation expert will be recruited in order to
strengthen the capacity of the PIU. The existing Project Steering Committee (PSC) operating under
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the chair of the Minister of Finance, will continue to provide strategic and policy guidance and
oversight.
4.2.

Financial management, disbursement and audit

4.2.1 Financial Management: There is a lack of key financial management competencies due
to manpower gaps, weak internal controls and oversight, capacity challenges limiting adequate use
of the newly introduced Somalia Financial Management and Information System (SFMIS) for
accounting and reporting, over-reliance on external technical assistance and inadequate internal
and external audit arrangements. While designing measures to mitigate risks, the project will seek
to minimize the risk of creating parallel systems by integrating the financial management function
into the use of country systems.
4.2.2 The project’s financial management aspects of accounting, reporting, funds flow, banking
arrangements, internal controls, oversight and audit arrangements will be managed by the existing
PIU established under the on-going EFGISP(I). However, the overall authority and fiduciary
responsibility will rest with the Minister of Finance. In addition, the Project Steering Committee
(PSC) will provide strategic, policy and implementation oversight. The role of the PSC will also
include the review and approval of the project annual work plans and budgets. The Project
Accountant who served under the EFGISP (1) was recruited under a common pool of externally
financed projects, but his contract has now expired. In order to strengthen financial management
arrangements under the project, a qualified and experienced professional accountant will be
competitively recruited to support the successor project. The recruited accountant will be in charge
of the day-to-day financial management operations of the project, and will technically report to the
Accountant General and administratively report to the Project Coordinator. The Terms of
Reference (TOR) for the Project Accountant will also have clear provisions on time bound capacity
building interventions and knowledge transfer to the government staff.
4.2.3. The Fiduciary Procedures Manual (FPM) that was developed under the External Assistance
Fiduciary Section (EAFS) in the MoF and is being used by other donor-funded projects including
the EFGISP (I) will apply to the Project. The Accountant General, who approves all government
expenditures, will also approve project expenditures. To minimise financial management risks, the
financial management and payment system for the project will be centralised at the PIU, and bulk
of project payments will be made through the direct payment method, with the special account
mainly used for the payment of staff salaries and meeting operating expenses. All donor-funded
projects are using the newly installed Somalia Financial Management and Information System
(SFMIS) for processing financial transactions including generation of financial reports. The PIU
will ensure that separate records and ledger accounts by components and disbursement categories
in respect of the project transactions are maintained on the SFMIS platform. The PIU will prepare
the project’s quarterly interim financial reports (IFR) and annual financial statements in
accordance with International Public Sector Accounting Standards (IPSAS). The simplified format
of the IFRs and financial statements will be agreed with the project team during the project launch.
4.2.4 There exists no internal audit function in government that is established and supported by
legislation. The current practice is that internal auditing is combined with the external audit
function of the Auditor General. Moreover, the capacity of the OAG is still inadequate and requires
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support. The existing financial reporting and auditing arrangements under the EFGISP (I) shall
apply to the project. As an interim measure, the project will source an internal auditor from outside
of the Executing Agency to provide independent assurance and oversight on its system of internal
control. In addition, the Bank supervision missions will provide additional financial management
implementation support and training. With regard to external audit arrangements, a competitively
recruited private firm of auditors will audit the project financial statements based on the Bank’s
audit terms of reference. The audited project financial statements, complete with a management
letter, will be submitted to the Bank within six (6) months following the end of a financial year.
The cost of such the audits will be borne by the project.
4.2.5 Disbursement Arrangements. The project will utilise the Bank’s special account and the
direct payment methods, as provided for in the Bank’s Disbursement Handbook. The executing
agency will open a special account in USD, at the Central Bank of Somalia. The opening of the
special account will be a condition prior to first disbursement. The Bank will issue a disbursement
letter, which will provide specific guidelines on key disbursement procedures and practices that
will apply to the project.
4.3

Procurement Arrangements

4.3.1 Procurement procedures, documents and plan: Procurement of goods and works,
including non-consultancy services and the acquisition of consulting services, financed by the
Bank under the project, will be carried out in accordance with the Bank’s Procurement Policy for
Bank Group Funded Operations”, dated October 2015,and following the provisions stated in the
Grant Agreement. The Bank’s procurement methods and procedures shall be applied using the
relevant Bank’s Standard Solicitation Documents.
4.3.2 The existing PIU of EFGISP (I) project will be responsible for coordinating and handling
procurement of goods, works, services, and miscellaneous items. All implementing units will
support the procurement process through contribution to the preparation of technical specifications
for goods and TORs for services. They will also play key roles in the evaluation of bids and
proposals for contract award. The PIU will be required to submit a draft procurement plan covering
the first 18 months of project implementation for the Bank’s review and clearance prior to project
negotiations.
4.4.

Monitoring and Evaluation

4.4.1 The project is scheduled for implementation over a 36-month period, from January 2018
to December 2020. This schedule is reasonable, given the scope of activities to be implemented
and project implementation capacity. The PIU shall be required to submit quarterly progress
reports together with financial statements to the Bank. The Bank should receive the quarterly
progress reports no later than 45 days after the end of each quarter. At the end of the year, a yearly
progress report on implementation should be submitted to the Bank. The reports will cover aspects
related to project implementation, including project status, disbursements, work program,
monitoring of performance indicators, analysis of slippages in implementation, potential problems
and proposed solutions. The report will also include an overview of activities planned for the
forthcoming quarter. Particular attention will be devoted to outputs as set out in the project logical
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framework. The Bank will also monitor project implementation through supervision missions and
a mid-term review. In accordance with the Bank’s guidelines, a project completion report will be
undertaken at the end of the project, to evaluate progress against outputs and outcomes and draw
lessons for possible follow-up operation. Table 4.2 presents the project implementation schedule.
Table 4.2 Implementation Schedule
Task
Grant/Loan Approval
Grant/Loan Effectiveness
Project Launching
Procurement of goods and services
Supervision Mission
Annual Audit Report
Mid-term Review
Completion of project activities
Project closing
Last disbursement date

4.5.

Responsible Party
ADF
ADF/FGS
ADF/FGS
FGS
ADF/FGS
FGS
ADF/FGS
ADF/FGS
ADF/FGS
ADF/FGS

Start Date
November 2017
January 2018
March 2018
August 2018
October 2018
September 2019
March, 2019
December 2020
June 2021
30 September 2021

Governance

Governance arrangements have been put in place to manage the implementation, monitoring,
review and audit of the project, as outlined in sections 4.1 above. The risks to project governance
may arise in procurement decisions, use of project assets and selection of persons to attend
overseas training and capacity building. Risks will be mitigated through the preparation of detailed
annual work plans, procurement plans and training plans that provide information on processes for
contractors and participant selection criteria. Training will be provided to all the project
implementation unit staff and component leaders from the beneficiary institutions to ensure that
they are fully aware of the Banks requirements and regulations. The Bank’s regional office in East
Africa (RDGE) will enable adequate and timely support to implementation through regular desk
and field supervision, as well as dialogue with authorities and donors in order to continue
strengthening coordination mechanisms.
4.6.

Sustainability

4.6.1 Establishing an equitable balance between delivering tangible project outcomes and
establishing sustainable capacity in a fragile and low capacity environment like Somalia is a
challenging exercise. Nevertheless, the underlying rationale deployed in the design of the project is
consistent with the fundamental requirement for ensuring the presence of built-in sustainability of the
delivered outcomes, while having regard to local political economy considerations. The proposed
project plan is expected to further develop and nurture the basic capacity in revenue administration,
budget, procurement, audit, debt and public financial management at ministries. This will be achieved,
through more rigorous implementation and strategic deployment of resources in priority areas that help
to reinforce the foundation of skills, with a view to avoid roll-backs of core PFM reforms supported
under previous projects. Systematic training of staff responsible for implementing the core financial
management functions within government, while ensuring the introduction of more robust and modern
systems and tools, will provide a sound basis for ensuring that capacity is retained after the project
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ends. International experts will be encouraged to work directly with identified national experts in a
framework of skills and knowledge transfer. An evaluation mechanism will be put in place to ensure
knowledge transfer is working. Lastly, due to greater mobilization of tax revenue and more rigorous
management of public expenditure, the government will be able to gradually meet recurrent costs by
releasing the needed resources from the budget.

4.7.

Risk management

Potential risks and mitigation measures
Risks
Risk 1: Deterioration in security:
increased insecurity, and the reversal
of the current political and security
gains.

Risk 2: Diminishing political will.
Government political will to carry out
PFM reform might waiver in the face
of political shifts in a highly volatile
environment
Risk 3: Macroeconomic risk
including economic headwinds due to
reduction in external finance, nonadherence to SMP requirements,
policy reversals and lack of
commitment to priority reforms
Risk 4: Capacity constraints:
institutional and human capacity
weaknesses
for
project
implementation.

Degree

High

Moderate

High

High

Risk 5: Fiduciary risk characterized
by weak PFM and public procurement
systems
High

4.8.

Mitigation Measures
Mitigation: continued presence of AMISOM and UN, and
dialogue with international community on the reconstruction
and development initiatives to address the underlying causes,
drivers and dynamics of conflict in Somalia. Use of a
combination of local consultants and Somali diaspora will
allow for a better access to government ministries for
capacity building purposes
Government’s commitment to reforms is strong, as
highlighted by the willingness to enact various legislations
and intensify engagement with international community. In
addition, the IMF-supported SMP is underpinned by PFM
reforms structural benchmarks
Continuous IMF staff monitoring of the SMP, revenue
administration and PFM reforms to mitigate fiscal risks and
DP increased donor funding and policy dialogue around new
funding and development instruments like the SIF

Strengthening existing PIU, staffed with competent and
motivated personnel to manage the project under the purview
of the MoF senior management, desk and field supervision
of the Bank. Continuous monitoring of implementation and
problem solving by Bank staff located in RDGE.
The Bank will, in close collaboration with other partners like
the WB and IMF, continue supporting and scaling up
programmes like the Bank’s Economic and Financial
Governance Institutional Support Project (Phase II) and the
FGS Financial Governance Programme. Fiduciary services
will be delivered using Bank rules and procedures. Capacity
building in PFM of core institutions, strengthening of
accountability structures such as internal audit as well as
external and Public Accounts Committee of Parliament.

Knowledge building

4.8.1 Knowledge will be acquired through skills transfer from short-and long-term technical
assistance, as well as through formal and informal training on the job, undertaken locally and
regionally. Knowledge will also be built through direct hands-on support from technical advisors
to enable beneficiaries undertake their day-to-day work through clear skills transfer mechanisms.
The project will also fund the recruitment of technical experts who will develop guidance manuals,
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improve forecasting of revenues, budget preparation, debt management, and prepare reporting
tools for internal audit, and other programs.
4.8.2 Specific arrangements to ensure that knowledge is transferred will include: (a) assigning
counterpart staff to work with external consultants, (b) evaluating all technical assistance based on
performance of knowledge transfer and building local capacity, and (c) putting in place an exit
strategy to sustain capacity building efforts in Somalia.

V – LEGAL INSTRUMENTS AND AUTHORITY
5.1.

Legal instrument

5.1.1 The proposed financial instrument is a TSF Grant of UA 5. 5 million, to be governed by a
Protocol of Agreement between the Bank, the Fund and the Federal Republic of Somalia.
5.2.

Conditions associated with Bank’s intervention
A. Condition Precedent to Entry into Force: The Protocol of Agreement shall enter
into force upon signature.
B. Conditions Precedent to First Disbursement of the Grant: The obligation of the
Bank to make the first disbursement of the grant shall be conditional upon the entry
into force of the Protocol of Agreement, and the fulfillment by the Recipient, in form
and substance satisfactory to the Bank, of the following condition:
(i)

5.3.

Evidence of having opened a foreign currency special account denominated in
USD at the Central Bank of Somalia.

Compliance with Bank Policies

5.3.1 This project complies with all applicable Bank policies.

VI – RECOMMENDATION
Management recommends that the Board of Directors approve the proposed TSF Pillar I grant of
UA 5.5 million, to the Federal Republic of Somalia for the purposes, and subject to the conditions
stipulated in this report.
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Appendix 1-a: Country’s comparative socio-economic indicators
Somalia
COMPARATIVE SOCIO-ECONOMIC INDICATORS
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Appendix II. Bank’s portfolio in Somalia as at 22 September 2017
Project Title

Approval

Closing

Age
(yrs)

Amount (UA)

Disb. Ratio

December 2013

June 2018

3.7

2,500,000

84.4

Institutional Support to Financial
Governance in Somalia

June 2015

December 2018

2.1

1,225,275

18.2

Socio-Economic Re-Integration of
Youth at Risk

January 2016

December 2017

1.6

3,000,000

39.87

Water Resources Management and
Investment Plan

October 2014

March 2018

2.9

2,528,253

17.2

November 2014

December 2020

2.7

15,000,000

7.2

Somalia National Statistical Capacity
Building Project

October 2016

December 2020

0.9

1,200,000

0

Water Infrastructure Development
for Resilience in Somaliland
Improving Access to Water and
Sanitation in Rural Somalia
Strengthening Institutions for Public
Works
Say No To Famine - Short Term
Regional Emergency Response
Project

June 2016

March 2020

1.2

5,528,253

12.0

November
2016
November
2016
July 2017

December 2020

0.7

7,589,000

19.1

December 2019

0.7

5,500,000

19

December 2019

0.1

25,000,000

0

Total

69,070,781

Economic and Financial Governance
Institutional Support Project

Somalia-DRSLP II
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Appendix III: Key related projects financed by development partners
Area of economic
and financial
governance
Ministry of Finance

On-going support

2017 onwards

Institutional Support to Financial Governance Project
(ISFGP): Technical assistance (TA) for advisory services
(salary support of advisor)7

AFDB to continue providing support under
this project

Financial
Governance

 ALSF: Demand-driven legal advisory services through
the AfDB’s African Legal Support Facility (ALSF) 2/
 AfDB’s ISFGP: TA through the 3/
 World Bank’s Financial Governance Policy Support
Project 4/
 IMF Support to the FGC Advisory Committee 5/

 ALSF: Demand-driven legal advisory
services through the AfDB’s African
Legal Support Facility (ALSF) 2/
 World Bank’s Financial Governance
Policy Support Project (P154578) 4/
 IMF Support to the FGC Advisory
Committee 5/

Macro-economic
Planning

 AfDB’s Economic and Financial Governance and
Institutional Support Project (EFGISP): TA (Support
through resident advisor - Macroeconomic Advisor)

Central Bank

 IMF: Continued short-term TA (i.e., remote TA, no
resident advisor);
 World Bank’s Supporting Remittance Flows to
Somalia Project 7/
 AfDB’s EFGISP: TA (Support through resident advisor
-Chief Economic Advisor to the Governor)
 AfDB’s EFGISP: TA support through resident advisor
(Monetary and Financial Policy Expert) to support the
regulation and supervisory capacity of the CBS) 8/
 World Bank Public Financial Management Capacity
Strengthening Project (PFMCSP) Phase II:
Modernizing CBS Banking and Operations
(Subcomponent 2.5) 9/

 AfDB to continue providing support
under the EFGISP(II)
 AfDB: Support to FGS to strengthen
domestic revenue mobilization(focusing
on Inland Tax Department)
 DfID: Support to the Federal Republic
of Somalia to strengthen domestic
revenue
mobilization(focusing
on
Customs modernization)
 IMF: Continued short-term TA (i.e.,
remote TA, no resident advisor);
 World Bank’s Supporting Remittance
Flows to Somalia Project 7/
 World Bank PFMCSP - Modernizing
CBS
Banking
and
Operations
(Subcomponent 2.5) 9/

Budget reforms

 AfDB’s EFGISP: TA (Support through resident
advisor –Budget Reform Advisor)
 World Bank PFMCSP Phase II: Component 1 Revenue Mobilization, Planning and Budget
Preparation 10/

7

IV

AfDB

Procurement

 AfDB’s EFGISP(I): TA support through resident
Procurement Advisor
 World Bank PFMCSP Phase II: Component 2 Treasury Management, budget execution, procurement,
accounting and financial reporting 11
 FGC 12/
 World Bank’s Public Private Infrastructure Advisory
Facility (PPIAF) 13/

Customs

 DfID: Support to the Federal Republic of
Somalia to strengthen domestic revenue
generation
and
macroeconomic
management 14/
 World Bank’s PFMCSP Phase II:
Component 1 - Revenue Mobilization,
Planning and Budget Preparation 15/
 AFDB support under the ISFG to support
recruitment of 2 revenue experts
No donor intervention in this area
World Bank’s PFMCSP Phase II:
 World Bank’s PFMCSP Phase II: Component 3 –
Component 3 – Strengthening the Integrity
Strengthening the Integrity Pillars 16/
Pillars 16/
AfDB’s EFGISP and TA for arrears clearance and debt AfDB
relief: Financial and technical assistance: short-term
technical assistance, staff salaries, debt management
software, training and IT equipment;

Taxation

Internal Audit
Supreme Audit
Institutions
Debt management

Treasury

World Bank’s PFMCSP Phase II: Component 2 - Treasury
Management, budget execution, procurement, accounting
and financial reporting 17/

V

AfDB to continue providing this support
under the EFGISP(II)

World Bank’s PFMCSP Phase II: Component
2 - Treasury Management, budget execution,
procurement, accounting and financial
reporting 17/

Appendix IV. Map of Somalia
Annex XIII: Map of Somalia
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