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THE PUBUC FINANCE MANAGEMENT ACT

(No.18 of20l2)

IN EXERCISE of thc powcrs confcrrcd by scction Z(2A) of Oc
Public Financc Managcmcnt Act, 2012, the Parliam.ntary Scrvice
Commission makcs thc following Rcgulations-

THE PUBUC FINANCE MANAGEMENT (PARLI.AMENTARY
CAR IOAN (MEMBERS) SCHEME FUND) (AMENDMENT)

REGUI.ATIONS,2O2O

l. Thcsc Rcgulations may bc citcd as thc Public Financc
Managcmcnt (PsrliamcDtsry Clr t 8o (Membcrs) Schcmc Fund)
(Amcndmcnt) RcSulations, 2020.

2. Rcgulation 6 of thc Parliamcnlary Cu l-oatl (Mcmbcrs)
Schcmc Fund Rcgulations, 2013, in thcse Rcgulstions rcfcnrd to 8s

"thc principd Rcgulations" is amcndcd by inscning thc following ncw
paragmph immcdiatcly aftq paragrsph (5)-

(6) Thc Committc€ shsll mcqt at least oncc cvcry calcndar
month.

3. Rcgulation I I of thc principal Rcgulations is amordcd-
(a) by dcleting the ridc 'lntcrrst ratc" and inscrting thc tidc

"Administativ€ Costs".

(b) by dqlcting thc words "c8rry an intorcst" appcaring
immcdistcly aftcr thc words 'thcsc regulstions shall" and
substituting thcrcfor thc words "bc chargcd administrative
costs st thc" in parsgraph (l).

(c) by dclcting thc word "interrsl" appcaring immcdistcly bcforr
thc words "chargcd undc/' 8nd substitutirg thcrcfor thc
words "administrativc costs" in paragraph (2).

Datcd the I lth Septcmbcr,2020.
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16th Scptcmba,2020

JUSTIN MIJTURI,
Spcaitr d rhc Nariorol Ass.rtblyl
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2044 Kenyo Subsidiary kgislation, 2020

THE PUBLIC FINANCE MANAGEMENT (PARLIAMENTARY
MORTGACE (MEMBERS) SCHEME FLIND) (AMENDMENT)

REGULATIONS, 2O2O

I. Thcse Regulations may b€ cited as thc Public Finance
Managemcnt (Parliamentary Mongagc (Mcmbers) Scheme Fund)
(Amendmertt) Regulations, 2020.

2. Rcgulation 5(4) of th€ Parliamcntary Mortgagc (Members)
Scheme Fund Regulations, 2013, in these Regulations referrcd to as
"the principal Rcgulations", is amcndcd by deleting the word "intcrest"
appearing immediately before the words "accruing lo the fund" and
subsliluting therefor the words "administmtivc costs".

3. Thc principal Regulations is amendcd at Regulation 5(4) by
dcleting the word "inter€st" whercvcr it appears and substituiing
therefor the words "administrative costs".

4. Regulation 6 of the principal Regulations is amended by
inserting the following new sub-regulation immediately after sub-
regulation (5)-

(6) The Committec shall meet at least once every calendar
month.

5. Regulation 14 of the principal Regulations is amended-

(a) by deleting the titlc "lntcrest on Loans" aod inserting the titlc
"Administrativc Costs".

(b) In paragraph I by dcleting thc word "intcresl" appearing
immediately before the word "chargeable on a loan" and
substituting therefor the words "administrative costs".

(c) In paragraph 2 by dclcting the words "intercst" appearing
immediately after the words "Fund may charge an" and
substituting th€refor the words "administrative cost".

(d) by deleting the word "interest" appearing immediately before
the words "chargcd under" and subslituting therefor thc
words "administrativc cost" in paragraph 3.

6. Regulation 18 of the principal regulations is amended in
paragraph I (b) by dcleting the word "intcrest" appearing immediately
after the words "ulilizc thc" and substituting therofor thc words
"administrative costs".

Dared the I lth September,2020.

Citation

5 of L.N 6? of
2013

5 of L.N 67 or
20 r3

of R.6 of L.N
67 of 2013

R.14of L-N 67 of
20r 3.

l8 of L.N 67 of
2013.

JUSTIN MI.]TI.]RI.
Speaker of the Notional Assembly/

Chairperson, Patliarnentary Seruice Commission.



Kenya Subsidiary Legislark h,2020 2045

LEGAL NorrcE No. 186

THE PUBLIC FINANCIi MANACEMENT ACI
(No.18 of20l2)

IN EXERCISE of the powers confeffed by seclion 24tZA.) ot the
Public Finance Management Act, 2012, lhe Parliamentary Service
(lommission makes the following Regulations-

THE PT]BLIC FINANCE MANAGEMENT (PARLIAMENI-ARY
CAR I-OAN (STAFD SCHEME FUND) (AMENDMENT)

RtTGLILATIONS, 2020

l.'lhese Regula(ions may b€ cilcd as the Public Finance
Management (Parliamentary (lar Loan (Staff) Schemc Fund)
(Amendmcnt) Regulations, 2020.

2. Regulation 6 of (he principal Regulations is amended by
insertinS the following ncw sub-regulation immediately after sub-
regulation (4)-

(5) The Commiltee shall mcel at leasl once every calendar
month.

3. Regulation I I of the principal Regulations is amended-

(a) by deleting the title "ln(eresl rate" and inser(ing lhc title
"Adminislrative costs".

(b) by deleting the words "carry an interest" appcaring
immediately after the words "these regulations shall" and
substiluting lherefor the words "be charged adminislrative
costs at the" in paragraph ( l).

(c) by deleting the word "interest" appearing immediately
before the words "chargcd under" and substituling therefor
the words "administrative cosls" in paragraph (2).

Dated lhe Illh September,2020.

ofR6ofL.N
6A of 2013

R.ll of L.N 68 of
20r3

J(ISTIN MT]TURI,
Speaker of the National Assemblyl

C hairpe rson, Par I iamentorJ Se rvice C ommis sion.

LEGAL NOTICE No. I87

I'HE PUBLIC FINANCT] MANAGEMEN'T ACT

(No. 18 of2olZl

IN EXERCISE of the powers conferred by section 2.1(2A) of the
Public Finance Management Act, 2012, lhe Parliamentary Service
Commission makcs the following Regulations-

.THE 
PT'IBI-IC FINANCE MANAGEMENT (PARt-IAMENTARY

MORTGAGE (STAFF) SCHEME F-IIND) (AMENDMENI')
REGTILATIONS. 2O2O

l. '[hcse Regulalions may & ciled as the Public Finance
Management (Parliamentary Mortgage (Staf0 Schemc Fund)
(Amendment) Regulations, 2018.
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2 Rcgulatron -5(.1) of lhc ParLamcntary Mortgage (Sta[Q Schcmc
Fund Rcgulatlons, 2013, rn lhcsc Rcgulatlons rcfcrrcd lo as "the
pnncrpal Rcgulatrons", rs amcnded by dclctrng the word "lntcrcst"
appcanng lmmcdlalcly bcforc thc words "accrurng to lhc fund" and

substttutrng thcrefor thc words "admlnrstratlve cosls"

-l Thc pnncrpal Rcgularons rs amcndcd al Rcgulatron 5(.1) b)
dclctrng thc word "!nlcrcsl" whcrcver rt appcars and subslrtutrng
thcrcfor thc words "admrnrstratrvc cosls"

.1 Rcgulatlon 6 of thc prrncrpal Rc8ulatrons rs amcnded by
rnscrtrn8 lhe followrng ncw paragraph rmmcdtatcly aftcr paragraph
(.5)-

(6) Thc Commrttec shall mcct at lcasl oncc cvcry calcndar
month

5 Rcgulatron l3 of thc prrncrpal Rcgulatrons ts amcndcd by
delctrng tho word "fiftccn ycars" appcannEi lmmcdra(cl) aflcr lhc word
"wlthrn a pcnod of'and subslrtutlng thercfor thc words "twcnt).frve
ycars"

6 Rcgulalron I4 of thc pflncrpal RcB:ulahons rs amcndcd-

(a) b1' delctrng thc trtlc "lnlcrcsl on loans" and rnscrtrnS thc llllc
"admtnlslraltve Costs"

(b) In paragraph I by dclchng the word "rntcrcst" appcanng
rmmcdratcl) bcforc lhc words "chargcablc on a loan" and
subshlutrng thcrcfor lhc words "admrnrs(ratrvc costs"

(c) In paragraph 2 bl dclctrng lhc words "rntcrcst" appcanng
rmmcdratcly aftcr thc words "Fund may chargc an" and
subs(r(utlng lhcrcfor lhc words "admrnrstratrvc cosls"

(d) by dclcnng thc word "rntcrest" appcarrng rmmcdratcly beforc
thc words "chargcd undcr" and subs(rtuung thcrcfor thc
words "admrnrstratrvc cosls" ln paragraph -i

7 Rcgulatron l5 of the prrncrpal Rcgiulatrons rs amcndcd by
dclelrng paragmph (-5) and substrtulrng thcrcfor thc followrng ncw sub-
regulatron-

(5) No borrowcr shall bc cllgrble for morc than onc loan al a
lrmc

8. Regulatron l8 of thc pnncrpal rcgulatlons rs amcndcd rn

paragraph I (b) by dclclrng thc word "rntcrcsl" appeanng rmmedralcly
aftcr the words "utrllzc lhe" and subslr(utrng lhcrcfor lhc words
"admlnlstratr\ e costs"

Datcd thc I llh Scptcmbcr.2020

5ofl,N 18 or
20tl

5ofLN 18 of
20t 3

otR6ofLN
l8 of 2013

R 13ofLN 18ot
20 t-l

R l{ofLN 18 of
20 t-l

of R 15 ol
LNlltot
20l 1

l8ofl-N 18 ot
20 t-1

JTISTIN MLITTIRI.
Spcaker of the Natanal Assemblyl

C harr pe rson, Porl omentarl Se r v rce C ornmr s s tort

PRINTTD ND P(J8I-ISHT,O BI THt GOVTRNMEN'T PI(INILR NAIROBI
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2. Regulation 5(4) of the Parliamentary Mortgage (Staff) Scheme
Fund Rcgulations, 2013, in these Regulations referred to as "the
principal Regulations", is amended by deleting the word "interest"
appearing immediately before the words "accruing to thc fund" a,ld
substituting thercfor the words "administrative costs".

3. The principal Regulations is amendcd at Rcgulation 5(4) by
deleting thc word "interest" wherevcr it app€ars and substituting
(herefor the words "administrativc costs".

4. Regulation 6 of the principal Regulations is amendcd by
inscrting thc following new paragraph immediately after parag.aph
(5)-

(6) The Committee shall meet at lcast oncc every calendar
month.

5. Rcgulation 13 of the principal Regulations is amendcd by
deleting the word "fiftcen years" appcaring immediatcly after the word
"within a pcriod of'and substituting therefor the words "twenty-five
years".

6. RcSulation l4 of thc principal Regulations is amended-

(a) by delcting lhc tide "interest on loans" and inserting thc titlc
"administrative costs".

(b) In paragraph I by dclcting the word "interest" appearing
immediately b€for€ the words "chargeable on a loan" and
substituting therefor the words "admillistrative costs".

(c) In paragraph 2 by deleting the words "intcrest" appearing
immediately after thc words "Fund may charge an" and
substituting thcrefor thc words "administmtiye costs".

(d) by deleting the word "intercst" appearing immediately before
the words "chargcd under" and substituting thercfor the
words "administrative costs" in paragraph 3.

7. Regulation 15 of the principal Rcgulations is amcnded by
dcleting paragraph (5) and substituting therefor the following new sub-
r€gulation -

(5) No bonower shall be eligible for morc than onc loan at a
time.

8. RcSulation l8 of the principal regulations is amendcd in
paragraph I (b) by deleting the word "interest" appcaring immcdiatcly
aftcr the words "utilize the" and substituting therefor thc words
"administmtive costs".

Dated the I lth Scptember,2020.

Amcndmcnl of R
5 of L.N l8 of
2013

5 of L.N 18 of
20r 3

of R.6 of L.N
I8 of 2Ol3

R.l3 of L.N l8 of
2013_

R.l4 of L.N 18 of
20r 3.

of R.l5 of
L.N 18 of
2013 _

18 of L.N 18 of
20 r3

JUSTIN MUTURI,
Speaker of the Na,ional Assemblyl

Chairperson, Parliamcntary Service Commission.

PRINTED AND PUBLISHED BY THEOOVERNMENT PRIMER. NAIROBI



EXPLANATORY MEMORANDUM

EXPLANATORY MEMORANDUM TO THE PUBLIC FINANCE
MANAGEMENT (PARLIAMENTARY CAR LOAN (MEMBERS) SCHEME

ruND) (AMENDMENT) REGULATIONS, 2020.

PART I

NAME OF THE STATUTORY INSTRUMENT: THE PUBLIC FINANCE
MANAGEMENT (PARLIAMENTARY CAR LOAN (MEMBERS) SCHEME FUND)
(AMENDMENT) REGULATIONS, 2020.

NAME OF THE PARENT ACT: THE PUBLIC FINANCE MANAGEMENT ACT NO.
l8 0F 2012.

ENACTED PURSUANT TO: SECTION 24 OF THE PUBLIC FINANCE
MANAGEMENT ACT NO. I8 OF 20I2.

NAME OF MINISTRY/DEPARTMENT: PARLIAMENTARY SERVICE
COMMISSION

GAZETTED ON.l6TII SEPTEMBER 2O2O

TABLED ON:

PART 2

PURPOSE OF THE STATUTORY INSTRUMENT.

To amend the Regulations so as to allow Members of the Scheme who profess the Islamic
laith to benefit from the facility without fear of infringing their religious believes; and to
encourage the loan management committee to meet more often to approve loan
applications.

LEGISLATIVE CONTEXT

Pursuant to section 24(2A) of the Public Finance Management Act, 2012, the
Parliamentary Service Commission ("the Commission") may with the approval of the
National Assembly, establish a Fund lor the purpose o[ Parliament or a House of
Parliament. The Commission re-established the Parliamentary Car Loan Scheme Fund for
Members ol Parliament. The fund had previously been established by the Minister for
Finance under the Govemment Financial Management Act (now repealed). The Fund has

been established for purposes for availing loan facilities to Members of Parliament to
enable them purchase a motor vehicle. Once a Member obtains a loan from the scheme, he

or she is required to repay the same fully belore the end of his or her term of parliament.



The Parliamentary Service Commission re-established The Public Finance Management
(Parliamentary Car Loan (Members) Scheme Fund) Regulations, 2013 to establish
procedures and systems for proper and effective utilization, security and management of
the Fund among other things. The Regulations have been amended from time to time.

The Public Finance Management (Parliamentary Car Loan (Members) Scheme Fund)
(Amendment) Regulations, 2020 hereinafter relerred to as "the instrument" seeks to amend

The Public Finance Management (Parliamentary Car Loan (Members) Scheme Fund)
Regulations, 201 3 so as to improve the same. The amendments shall ensure that the
regulations allow more Members of Parliament, particularly Muslim Members of
Parliament, benefit from the Scheme.

The amendments also seek to ensure that loan applications are considered and approved on
time so that an applicant meets contractual obligations. This objective shall be realized
when the meetings of the Loans Management Committee are regular and consistent.

POLICY BACKGROUND

The Parliamentary Service Commission may enact Regulations for the utilization and

management of the Parliamentary Car Loan Fund;

Section 24 (3) of the Public Finance Management Act,2012 provides as follows;

"Notwithstanding any other provisions of this Act, where a Fund is established under this
Act or any other law for the purposes of Parliament or a House of Parliament, the

Parliamentary Service Commission shall-

(a)establish procedures and systems for proper and effective management of the monies

and property of the Fund;

(b)establish accounting procedures and systems for the Commission to properly account

for the monies and property;

(c)superintend the expenditure of the monies of the Fund to ensure that the monies are

properly accounted for;

(d)prepare and submit accounts for each financial year in accordance with the written law
for the time being relating to audit for audit by the Auditor-General; and

(e)ensure that accounts prepared under paragraph (d) comply with the provisions of this
Act."

2



The Public Finance Management (Parliamentary Car Loan (Members) Scheme Fund)
Regulations, 2013 ensures compliance with Section 24 of the Public Finance Management
Act,2012. It establishes procedures and systems for the proper utilization, security and

management of the Fund.

The Instrument shall amend The Public Finance Management (Parliamentary Car Loan
(Members) Scheme Fund) Regulations, 201 3 as follows;

1) Regulation 6 of the Public Finance Management (Parliamentary Car Loan
(Members) Scheme Fund) Regulations, 201 3 is amended by introducing a new

clause which provides

"The Committee shall meet at least once a month."
The amendment is geared at ensuring that the Loan Management Commiftee meets

regularly and consistently.
2) Regulation I 1 is amended by deleting the title "interest rate" and replacing the same

with the title "Administrative Cost"
It is lurther amended by deleting the words "carry an interest" and substituting with
"charged an administrative cost" in paragraph 1

It is also amended by deleting the word "interest" and substituting with the words

"administrative cost" in paragraph 2.

This amendment is made to encourage Muslim Members of Parliament benefit from
the Fund without fear of infringing their religious believes. In Islam, Muslims are

prohibited from paying and/or consuming interest.

Consolidation.

The instrument shall at all times be construed together with the Public Finance
Management (Parliamentary Car Loan (Members) Scheme Fund) Regulations, 2013.

CONSULTATION OUTCOME.

'[he Parliamentary Service Commission received representations lrom both Members and

staff of Parliament that loan approvals sometimes take a bit too long to process thereby
interfering with the contractual provisions that they have with the sellers ofmotor vehicles.
'fhey requested for administrative measures to be put in place to ensure faster loan
consideration and approval.

The Parliamentary Service Commission further received representations from both
Members and staff of Parliament who profess the Islamic faith that the Regulations as

currently gazetted prohibit them from benefiting from the loan facility on account of the

requirement for payment of interest. They therefore requested that the Regulations be

amended to make them Islamic friendly. They cited the following amendments to the law
that have been passed to make banking in the country Islamic friendly:

3



AMENDMENTS ON ISLAMIC BANKING; INTRODUCED THROUGH THE
FINANCE ACT,2017

VALUE ADDED TAX

7. Section 2 of the Value Added Tax Act,2013, is amended-

a) in subsection (l) by inserting the following new definitions in proper alphabetical
sequence-

"lslamic finance arrangement" has the meaning assigned to it in section 2 of
the Income Tax Act;

"Islamic finance retum" has the meaning assigned to it in section 2 of the
Income Tax Act;

"Sukuk" has the meaning assigned to it in section 2 ofthe Public Finance
Management Act,2012;

b) by inserting the lollowing new subsection immediately after subsection (2)-

"(3) For the purposes of this Act-
(a) Islamic finance return is treated as interest, whether received or paid on a
financial arrangement; and

(b)reference to "interest" includes a reference to Islamic finance return.".

INCOME TAX

Section 2 of the Income Tax Act is amended-

(a) by inserting the following new definitions in proper alphabetical sequence-

"lslamic finance arrangement" means all financial arrangements, including
transactions, instruments, products or related activities that are structured in
accordance with Islamic law;

"lslamic finance retum" means any amount received or paid in relation to Sukuk or
an Islamic finance arrangement;

"Sukuk" has the meaning assigned to it in the Public Finance Management Act,
2012;

(b) By adding the words "or an Islamic finance retum" at the end of the definition of
the word "interest".

4



STAMP DUTY ACT

Section 2 of the Stamp Duty Act is amended by inserting the following new definitions in
proper alphabetical sequence-

"Islamic finance arrangement" has the meaning assigned to it in section 2 of the
Income Tax Act;

"Islamic finance retum" has a meaning assigned to it in section 2 of the Income
Tax Act;

"Islamic property finance" means property or land leased or sold to a financial
institution and then leased or resold to a person for a return in accordance with
Islamic law;

"Sukuk" has the meaning assigned to it in section 2 ofthe Public Finance Act,
2012.

Section 5 of the Stamp Duty Act is amended in the proviso, by inserting the words "or an

Islamic property finance arrangement" immediately after the word "mortgage".

Section 27 of the Stamp Duty Act is amended by inserting the words "or Islamic finance
retum" immediately after the word "interest" wherever it appears.

The Stamp Duty Act is amended by inserting a new section immediately after section 68
as follows-

68A. In any mortgage under which-

(a) A financial institution provides an Islamic finance arrangement that enables a
person to own property or land; and

(b) Where the title or interest in the property or land is first transferred to the
financial institution from the vendor and afterwards to that person,

41. The Stamp Duty Act is amended by inserting the following new section immediately
after section 96,4-

968. (l) A Sukuk anangement shall be exempt from stamp duty where the
arrangement requires the transfer of title in an asset if-

(a) At the beginning ofthe arrangement, the title shall be translerred from
the original owner of the asset to the entiry representing the interests ofthe
Safra& holders; and

5



(b) During or at the end of the arrangement, the title shall be transferred
back to the original owner olthe asset from the entity representing the
interests of the Sz,Lzt holders.

PUBLIC FINANCE MANAGEMENT ACT

47. Section 2 of the Public Finance Management Act, of 2012 2012, is amended-

(a) In the definition of "national govemment security" by inserting the word
"Sukuk" immediately after the words "Treasury Bond"

(b) By inserting the following new definitions in proper alphabetical sequence-

"Sukuk" meats certificates of equal value, representing undivided shares in
ownership of tangible or intangible assets, usufruct ofassets; services or an

investment activity, structured in conformity with Islamic law;

(c) By inserting the following new subsection immediately after subsection (2)-

(3) For the purposes of this Act, the relerence to the term 'interest' in relation to a
national government security shall also appty to reference to Islamic finance retum
on Sukuk. islamic finance retum" has the same meaning assigned to it under
section 2 of the Income Tax Act;

Section 205 of the Public Finance Management Acl,2012, is amended by inserting the

following new subsections immediately after subsection (3}-
(3A) despite the generality in subsection (1), the Cabinet Secretary may make regulations
for raising money by issuing a Sakuk bond which shall speciff the purpose for which
money may be raised.

(3B). Money raised through Sakuk bond may be raised within or outside Kenya in Kenya
Shillings or in any other currency or medium ofexchange.

SACCO SOCIETIES ACT, 2OO8

Section 2 ofthe Sacco Societies Act, 2008, is amended-

a) in the definition ofthe word "deposit", by inserting the words "a return"
immediately after the word "interest";

6



b) In the definition ofthe expression "deposit taking business", by deleting the
words "to members" appearing at the end ofparagraph (b) and substituting
therefor the words "or funding or in compliance with the Islamic law";

c) In the definition ofthe expression "sacco business", by inserting-

(i) The words "or in compliance with Islamic law" immediately after the
words "in accordance with this Act,"

The Members and staff of Parliament who profess the Islamic faith therefore submitted
that there is a general policy in the country to make banking and other related facilities
Islamic friendly. They further stated that by making the facilities Islamic friendly, they
would not affect the rights or faith of other Members and stalf of Parliament in any way.

The instrument was prior to publication presented and deliberated upon by the Board of
Senior Management of the Parliamentary Service Commission. The Board recommended
to allow setting up of a separate Fund for Members and Staff ol Parliament who are
Muslims to ensure complete segregation of funds and prohibit payment of interest.

The Board recommended that the meetings of the Loans Management Committee should
bc held at least once every month.

The recommendations of the Board were presented and deliberated upon before the
Committee on Members Welfare and the Loans Management Committee of the
Parliamentary Service Commission. Both Committees and the Commission resolved that
it was sufficient to amend all the sections of the regulations that provide for interest by
removing the term "interest" and substituting the same with the term "administrative
costs".

It was further noted that the term "administrative costs" was actually more accurate than
interest as the fund was a revolving fund with no profit payable to any person. The 3%o

charged on all loans goes to pay administrative expenses such as valuers and auctioneer
charges. All surplus is used to increase the fund. No money is paid out as "profit".

The Committees and the Commission also approved that the Loans Management
Committee should be held once every month to consider loan applications.

GUIDANCE.

The instrument amends the Public Finance Management (Parliamentary Car Loan
(Members) Scheme Fund) Regulations, 2013, to the effect that person who benefit from
the Fund shall be required to be paying administrative cosls in place of interest. The rate
and modalities olpayment remain the same.

7



The Secretariat of Loan Management Committee shall organize meetings ofthe Committee
that shall be held at least once a month to consider applications for loans.

IMPACT

No impact assessment has been prepared. The instrument applies exclusively to Members
and Staffof Parliament.

MONITORING AND REVIEWING.

The Parliamentary Service Commission shall review the outcome of the implementation
of the instrument after 24 months. The review shall entail the following

Whether or not the regulations have encouraged Muslim Members and staffof Parliament
to benefits from the Fund after removal of the term "interest" and replacing the same with
the term "administrative cost" from the regulations.

Whether or not applications for loans are being considered and approved on time.

CONTACT.

ANTHO].IY NJOROGE,

0722755551,

DIRECTOR, LITIGATION AND COMPLIANCE,

PARLI.A.MENTARY SERVICE COMMISSION.
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EXPLANATORY MEMORANDUM

EXPLANATORY MEMORANDUM TO THE PUBLIC
MANAGEMENT (PARLIAMENTARY MORTGAGE (MEMBERS)
FUND) (AMENDMENT) REGULATIONS, 2020.

FINANCE
SCHEME

PART I

NAME OF THE STATUTORY INSTRUMENT: THE PUBLIC FINANCE
MANAGEMENT (PARLIAMENTARY MORTGAGE (MEMBERS) SCHEME FUND)
(AMENDMENT) REGULATIONS, 2020.

NAME OF THE PARENT ACT: TFIE PUBLIC FINANCE MANAGEMENT ACT NO.
18 0F 2012.

ENACTED PURSUANT TO: SECTION 24 OF THE PUBLIC FINANCE
Iv{r\NAGEMENT ACT NO. l8 OF 2012.

NAME OF MINISTRY/DEPARTMENT: PARLIAMENTARY SERVICE
COMMlSSION

GAZETTED ON. I61'I] SEPTEMBER 2O2O

TABLED ON:

PART 2

PURPOSE OF THE STATUTORY INSTRUMENT.

To amend the Regulations so as to allow Members of the Scheme who profess the Islamic
faith to benefit from the facility without fear of infringing their religious believes; and to
encourage the loan management committee to meet more often to approve loan
applications.

LEGISLATIVE CONTEXT

Pursuant to section 24(2A) of the Public Finance Management Act, 2012, the
Parliamentary Service Commission ("the Commission") may with the approval of the

National Assembly. Establish a Fund for the purpose of Parliament or a House of
Parliament. The Commission re-established the Parliamentary Mortgage Scheme Fund for
Members of Parliament. The Fund had previously been established by the Minister for
Finance under the Government Financial Management Act (now repealed). The Fund has

been established for purposes of availing loan facilities to Members of Parliament to
purchase residential houses for their immediate family. Once a Members obtains a loan
from the scheme, he or she is required to repay the same fully before the end of his or her
term of parliament.



The Parliamentary Service Commission enacted The Public Finance Management
(Parliamentary Mortgage (Members) Scheme Fund) Regulations, 201 3 to establish
procedures and systems for proper and effective utilization, security and management of
the Fund among other things. The Regulations have been amended from time to time.

The Public Finance Management (Parliamentary Mortgage (Members) Scheme Fund)
(Amendment) Regulations, 2020 hereinafler referred to as'1he instrument" seeks to amend
The Public Finance Management (Parliamentary Mortgage (Members) Scheme Fund)
Regulations, 2013 so as to improve the same. The amendments shall ensure that the
regulations allow more Members of Parliament, particularly Muslim Members of
Parliament, benefit from the Scheme.

The amendments also seek to ensure that loan applications are approved on time so that an
applicant meets contractual obligations. This shall be realized when the meetings of the
Loans Management Committee are regular and consistent.

POLICY BACKGROUND

The Parliamentary Service Commission may enact Regulations for the utilization and
management of the Parliamentary Mortgage Fund;

Section 24 (3) of the Public Finance Management Act,2012 provides as follows;

'Notwithstanding any other provisions of this Act, where a Fund is established under this
Act or any other law for the purposes of Parliament or a House of Parliament, the
Parliamentary Service Commission shall-

(a)establish procedures and systems lor proper and effective management of the monies
and property of the Fund;

(b)establish accounting procedures and systems for the Commission to properly account
for the monies and property;

(c)superintend the expenditure of the monies of the Fund to ensure that the monies are
properly accounted for;

(d)prepare and submit accounts for each financial year in accordance with the written law
for the time being relating to audit for audit by the Auditor-General; and

(e)ensure that accounts prepared under paragraph (d) comply with the provisions of this
Act."
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The Public Finance Management (Parliamentary Mortgage (Members) Scheme Fund)
Regulations, 2013 ensures compliance with Section 24 of the Public Finance Management
Act,2012. It establishes procedures and systems for the proper utilization, security and
management ofthe Fund.

The Instrument shall amend The Public Finance Management (Parliamentary Mortgage
(Members) Scheme Fund) Regulations, 2013 as follows;

1) Regulation 6 ol the Public Finance Management (Parliamentary Mortgage
(Members) Scheme Fund) Regulations, 2013 is amended by introducing a new
clause which provides

"The Committee shall meet at least once every calendar month."
The amendment is geared at ensuring that the Loan Management Committee meets

regularly and consistently.
2) Regulation 5 (4) of the Public Finance Management (Parliamentary Mortgage

(Members) Scheme Fund) Regulations, 201 3 is amended by deleting the word
"interest" therein and replacing the same with the words "administrative costs".

3) Regulation 14 of the Public Finance Management (Parliamentary Mortgage
(Members) Scheme Fund) Regulations, 201 3 is amended by deleting the title
"interest rate" and replacing the same with the title "Administrative Cost"
It is further amended by deleting the words "interest" and substituting with the
words "administrative cost" in paragraph l, 2 and 3.

4) Regulation 18 of the Public Finance Management (Parliamentary Mortgage
(Members) Scheme Fund) Regulations, 20 I 3 is amended by deleting the title
"interest rate" and replacing the same with the title "Administrative Cost"

This amendment is made to encourage Muslim Members of Parliament benefit from
the Fund without lear of infringing their religious believes. In Islam, Muslims are
prohibited from paying and/or consuming interest.

Consolidation.

The instrument shall at all times be construed together with the Public Finance
Management (Parliamentary Mortgage (Members) Scheme Fund) Regulations, 2013.

CONSULTATION OUTCOME.

The Parliamentary Service Commission received representations from both Members and

staff of Parliament that loan approvals sometimes take a bit too long to process thereby
interfering with the contractual provisions that they have with the sellers olmotor vehicles.
They requested for administrative measures to be put in place to ensure faster loan
consideration and approval.
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The Parliamentary Service Commission further received representations from both
Members and staff of Parliament who profess the Islamic faith that the Regulations as

currently gazetled prohibit them from benefiting from the loan facility on account of the
requirement for payment of interest. They therefore requested that the Regulations be

amended to make them Islamic friendly. They cited the following amendments to the law
that have been passed to make banking in the country Islamic friendly:

AMENDMENTS ON ISLAMIC BANKING; INTRODUCED THROUGH THE
FINANCE ACT,ZOI1

VALUE ADDED TAX

7. Section 2 of the Value Added Tax Act, 2013, is amended-

a) in subsection ( 1) by inserting the following new definitions in proper alphabetical
sequence-

"lslamic finance arrangement" has the meaning assigned to it in section 2 of
the Income Tax Act;

"Islamic finance return" has the meaning assigned to it in section 2 of the
Income Tax Act;

"Sukuk" has the meaning assigned to it in section 2 of the Public Finance
Management Act,2012;

b) by inserting the following new subsection immediately after subsection (2)-

"(3) For the purposes of this Act-
(a) Islamic finance retum is treated as interest, whether received or paid on a
financial arrangement; and

(b)reference lo "interest" includes a reference to Islamic finance return.".

INCOME TAX

Section 2 of the Income Tax Act is amended-

(a) by inserting the lollowing new definitions in proper alphabetical sequence-

"Islamic finance arrangement" means all financial arrangements, including
transactions, instruments, products or related activities that are structured in
accordance with Islamic law;
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"lslamic finance return" means any amount received or paid in relation to Sukuk or
an Islamic finance arrangement;

"Sukuk" has the meaning assigned to it in the Public Finance Management Act,
2012:'

(b) By adding the words "or an Islamic finance retum" at the end of the definition of
the word "interest".

STAMP DUTY ACT

Section 2 of the Stamp Duty Act is amended by inse(ing the following new definitions in
proper alphabetical sequence-

"Islamic finance arrangement" has the meaning assigned to it in section 2 of the
lncome Tax Act;

"Islamic finance return" has a meaning assigned to it in section 2 of the Income
Tax Act;

"lslamic property finance" means property or land leased or sold to a financial
institution and then leased or resold to a person for a retum in accordance with
Islamic law;

"Sukuk" has the meaning assigned to it in section 2 ofthe Public Finance Act,
2012.

Section 5 of the Stamp Duty Act is amended in the proviso, by inserting the words "or an

Islamic property finance arrangement" immediately after the word "mortgage".

Section 27 of the Stamp Duty Act is amended by inserting the words "or Islamic finance
return" immediately after the word "interest" wherever it appears.

The Stamp Duty Act is amended by inserting a new section immediately after section 68
as follows-

68A. In any mortgage under which-

(a) A financial institution provides an Islamic finance arrangement that enables a
person to own property or land; and

(b) Where the title or interest in the property or land is first translerred to the
financial institution from the vendor and afterwards to that person,
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41. The Stamp Duty Act is amended by inserting the following new section immediately
after section 96A-

968. (l) A Sukuk anangement shall be exempt from stamp duty where the
arrangement requires the transfer of title in an asset if-

(a) At the beginning ofthe anangement, the title shall be transferred from
the original owner olthe asset to the entity representing the interests of the
Satat holders; and
(b) During or at the end ofthe arrangement, the title shall be transferred
back to the original owner ofthe asset from the entity representing the
interests of the .Sztu,t holders.

PUBLIC FINANCE MANAGEMENT ACT

47. Section 2 o[ the Public Finance Management Act, of 2012 2012, is amended-

(a) In the definition of "national govemment security" by inserting the word
"Sukuk" immediately after the words "Treasury Bond"

(b) By inserting the following new definitions in proper alphabetical sequence-

"Sukuk" means certificates ol equal value, representing undivided shares in
ownership of tangible or intangible assets, usufruct ofassets; services or an

investment activity, structured in conformity with Islamic law;

(c) By inserting the following new subsection immediately after subsection (2)-

(3) For the purposes of this Act, the reference to the term 'interest' in relation to a
national govemment security shall also apply to reference to Islamic finance retum
on Sukuk. slamic finance retum" has the same meaning assigned to it under section
2 of the Income Tax Act;

Section 205 of the Public Finance Management Act,2012, is amended by inserting the

following new subsections immediately after subsection (3)-
(3A) despite the generality in subsection (l ), the Cabinet Secretary may make regulations
for raising money by issuing a Satal bond which shall specifo the purpose for which
money may be raised.

(3B). Money raised through Sa kuk bond may be raised within or outside Kenya in Kenya
Shillings or in any other currency or medium of exchange.
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SACCO SOCIETIES ACT, 2OO8

Section 2 ofthe Sacco Societies Act, 2008, is amended-

a) in the definition ofthe word "deposit", by inserting the words "a return"
immediately after the word "interest";

b) In the definition of the expression "deposit taking business", by deleting the

words "to members" appearing at the end of paragraph (b) and substituting
therefor the words "or funding or in compliance with the Islamic law";

c) In the definition ofthe expression "sacco business", by inserting-

(i) The words "or in compliance with Islamic law" immediately after the
words "in accordance with this Act,"

The Members and staff of Parliament who profess the Islamic faith therefore submitted
that there is a general policy in the country to make banking and other related facilities
Islamic friendly. They further stated that by making the facilities Islamic friendly, they
would not aflect the rights or laith of other Members and staff of Parliament in any way.

The instrument was prior to publication presented and deliberated upon by the Board of
Senior Management of the Parliamentary Service Commission. The Board recommended
to allow setting up of a separate Fund for Members and Stalf of Parliament who are

Muslims to ensure complete segregation of funds and prohibit payment of interest.

The Board recommended that the meetings of the Loans Management Committee should

be held at least once every month.

The recommendations of the Board were presented and deliberated upon before the
Committee on Members Welfare and the Loans Management Committee of the
Parliamentary Service Commission. Both Committees and the Commission resolved that
it was sufficient to amend all the sections of the regulations that provide lor interest by
removing the term "interest" and substituting the same with the term "administrative
costs".

It was further noted that the term "administrative costs" was actually more accurate than
interest as the fund was a revolving fund with no profit payable to any person. The 3Yo

charged on all loans goes to pay administrative expenses such as valuers and auctioneer
charges. All surplus is used to increase the fund. No money is paid out as "profit".

The Committees and the Commission also approved that the Loans Management
Committee should be held once every month to consider loan applications.

GUIDANCE.
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The instrument amends the Public Finance Management (Parliamentary Mortgage
(Members) Scheme Fund) Regulations, 2013, to the effect that person who benefits from
the Fund shall be required to be paying administrative costs in place of interest. The rate
and modalities of payment remain the same.

The Secretariat of Loan Management Committee shall organize meetings of the Committee
that shall be held at least once a month to consider applications for loans.

IMPACT

No impact assessment has been prepared. The instrument applies exclusively to Members
of Parliament.

MONITORING AND REVIEWING.

The Parliamentary Service Commission shall review the outcome of the implementation
of the instrument afler 24 months. The review shall entail the following

Whether or not the regulations have encouraged Muslim Members of Parliament to benefits
from the Fund after removal of the term "interest" and replacing the same with the term
"administrative cost" from the regulations.

Whether or not applications for loans are being considered and approved on time.

CONTACT.

ANTHONY NJOROGE,

0722755551,

DIRECTOR, LITIGATION AND COMPLIANCE,

PARLIAMENTARY SERVICE COMMISSION.
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EXPLANATORY MEMORANDUM

EXPLANATORY MEMORANDUM TO THE PUBLIC FINANCE
MANAGEMENT (PARLIAMENTARY CAR LOAN (STATF) SCHEME FUND)
(AMENDMENT) REGULATIONS, 2020.

PART I

NAME OF THE STATUTORY INSTRUMENT: THE PUBLIC FINANCE
MANAGEMENT (PARLIAMENTARY CAR LOAN (STAFF) SCHEME FTJND)
(AMENDMENT) REGTJLATTONS, 2020.

NAME OF THE PARENT ACT: THE PUBLIC FINANCE MANAGEMENT ACT NO.
l8 0F 2012.

ENACTED PURSUANT TO: SECTION 24 OF THE PUBLIC FINANCE
MANAGEMENT ACT NO. I 8 OF 2012.

NAME OF MINISTRY/DEPARTMENT: PARLIAMENTARY SERVICE
COMMISSION

GAZETTED ON:I6TH SEPTEMBER 2O2O

TABLED ON:

PART 2

PURPOSE OF THE STATUTORY INSTRUMENT.

To amend the Regulations so as to allow Staffof the Scheme who profess the Islamic faith
to benefit from the facility without fear ol infringing their religious believes; and to
encourage the loan management committee to meet more often to approve loan
applications.

LEGISLATIVE CONTEXT

Pursuant to section 24(2A) of the Public Finance Management Act, 2012, the
Parliamentary Service Commission ("the Commission") may with the approval of the

National Assembly, establish a Fund for purposes of Parliament or a House of Parliament.
The Commission may also enact regulations for the proper management of a Fund.The
Commission had re-established the Parliamentary Car Loan Scheme Fund for Staff of
Parliament. The Fund had previously been established by the Minister for Finance under
the Government Financial Management Act (now repealed). The fund was established for
purposes ofavailing loan lacilities to Staf[of Parliament to purchase motor vehicles. Once

a Stafl of Parliament obtains a loan from the scheme, he or she is required to repay the
same fully within five (5) years or sixty (60) months.



The Parliamentary Service Commission re-established The Public Finance Management
(Parliamentary Car Loan (Staff) Scheme Fund) Regulations, 2013 to establish procedures

and systems for proper and effective utilization, security and management of the Fund
among other things. The Regulations have been amended from time to time.

The Public Finance Management (Parliamentary Car Loan (Staff; Scheme Fund)
(Amendment) Regulations, 2020 hereinafter referred to as'1he instrument" seeks to amend

The Public Finance Management (Parliamentary Car Loan (Stafl) Scheme Fund)
Regulations, 201 3 so as to improve the same. The amendments shall ensure that the

regulations allow more Staffof Parliament, particularly Muslim Staffof Parliament, benefit
from the Scheme.

The amendments also seek to ensure that loan applications are approved on time so that an

applicant meets contractual obligations. This shall be realized when the meetings of the

Loans Management Committee are regular and consistent.

POLICY BACKGROUND

The Parliamentary Service Commission may enact Regulations for the utilization and

management of the Parliamentary Car Loan Fund.

Section 24 (3) of the Public Finance Management Acl,2012 provides as follows;

"Notwithstanding any other provisions of this Act, where a Fund is established under this
Act or any other law for the purposes of Parliament or a House of Parliament, the

Parliamentary Service Commission shall-

(a)establish procedures and systems fbr proper and effective management of the monies
and property of the Fund;

(b)establish accounting procedures and systems for the Commission to properly account
for the monies and property;

(c)superintend the expenditure of the monies of the Fund to ensure that the monies are

properly accounted for;

(d)prepare and submit accounts for each financial year in accordance with the written law
for the time being relating to audit for audit by the Auditor-General; and

(e)ensure that accounts prepared under paragraph (d) comply with the provisions of this
Act."
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The Public Finance Management (Parliamentary Car Loan (Staff) Scheme Fund)
Regulations, 2013 ensures compliance with Section 24 olthe Public Finance Management
Act,,2012. It establishes procedures and systems for the proper utilization, security and
management of the Fund.

The Instrument shall amend The Public Finance Management (Parliamentary Car Loan
(Staff) Scheme Fund) Regulations, 2013 as follows;

l) Regulation 6 of the Public Finance Management (Parliamentary Car Loan (Staff;
Scheme Fund) Regulations, 2013 is amended by introducing a new clause which
provides

"The Committee shall meet at least once a month."
The amendment is geared at ensuring that the Loan Management Committee meets

regularly and consistently.
2) Regulation 1 I is amended by deleting the title "interest rate" and replacing the same

with the title "Administrative Cost"
It is further amended by deleting the words "carry an interest" and substituting with
"charged an administrative cost" in paragraph 1

It is also amended by deleting the word "interest" and substituting with the words
"administrative cost" in paragraph 2.

This amendment is made to encourage Muslim Members of Parliament benefit from
the Fund without fear of infringing their religious believes. In Islam, Muslims are

prohibited from paying and/or consuming interest.

Consolidation.

The instrument shall at all times be construed together with the Public Finance
Management (Parliamentary Car Loan (Staff) Scheme Fund) Regulations, 2013.

CONSULTATION OUTCOME.

The Parliamentary Service Commission received representations from both Members and
staff of Parliament that loan approvals sometimes take a bit too long to process thereby
interfering with the contractual provisions that they have with the sellers of motor vehicles.
They requested for administrative measures to be put in place to ensure faster loan
consideration and approval.

The Parliamentary Service Commission further received representations from both
Members and staff of Parliament who profess the Islamic faith that the Regulations as

currently gazetted prohibit them from benefiting from the loan facility on account of the
requirement for payment of interest. They therefore requested that the Regulations be

amended to make them Islamic friendly. They cited the following amendments to the law
that have been passed to make banking in the country Islamic friendly:
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AMENDMENTS ON ISLAMIC BANKING; INTRODUCED THROUGH THE
FINANCE ACT,2OI1

VALUE ADDED TAX

7. Section 2 of the Value Added Tax Act, 2013, is amended-

a) in subsection ( I ) by inserting the following new definitions in proper alphabetical
sequence-

"Islamic finance arrangement" has the meaning assigrred to it in section 2 of
the Income Tax Act;

"lslamic finance return" has the meaning assigned to it in section 2 of the
Income Tax Act;

"Sukuk" has the meaning assigned to it in section 2 ofthe Public Finance
Management Act,2012;

b) by inserting the following new subsection immediately after subsection (2)-

"(3) For the purposes of this Act-
(a) Islamic finance return is treated as interest, whether received or paid on a
financial arrangement; and

(b)reference to "interest" includes a reference to Islamic finance return.".

INCOME TAX

Section 2 of the Income Tax Act is amended-

(a) by inserting the lollowing new definitions in proper alphabetical sequence-

"Islamic finance arrangement" means all financial arrangements, including
transactions, instruments, products or related activities that are structured in
accordance with Islamic law;

"Islamic finance retum" means any amount received or paid in relation to Sukuk or
an Islamic finance arrangement;

"Sukuk" has the meaning assigned to it in the Public Finance Management Act,
2012;

(b) By adding the words "or an Islamic finance retum" at the end of the definition ol
the word "interest".



STAMP DUTY ACT

Section 2 of the Stamp Duty Act is amended by inserting the lollowing new definitions in
proper alphabetical sequence-

"lslamic finance arrangement" has the meaning assigned to it in section 2 ofthe
Income Tax Act;

"lslamic finance retum" has a meaning assigned to it in section 2 of the Income
Tax Act;

"lslamic property finance" means property or land leased or sold to a financial
institution and then leased or resold to a person for a return in accordance with
Islamic law;

"Sukuk" has the meaning assigned to it in section 2 ofthe Public Finance Act,
2012.

Section 5 of the Stamp Duty Act is amended in the proviso, by inserting the words "or an

Islamic property finance arrangement" immediately after the word "mortgage".

Section 27 of the Stamp Duty Act is amended by inserting the words "or Islamic finance
retum" immediately after the word "interest" wherever it appears.

The Stamp Duty Act is amended by inserting a new section immediately after section 68
as follows-

68A. In any mortgage under which-

(a) A financial institution provides an Islamic finance arrangement that enables a
person to own property or land; and

(b) Where the title or interest in the property or land is first transferred to the

financial institution from the vendor and afterwards to that person,

41. The Stamp Duty Act is amended by inserting the following new section immediately
after section 96A-

968, (l) A Sukuk anangement shall be exempt from stamp duty where the
arrangement requires the transfer of title in an asset if-

(a) At the beginning of the arrangement, the title shall be transferred from
the original owner of the asset to the entity representing the interests of the
,Szlat holders; and
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(b) During or at the end ofthe arrangement, the title shall be transferred
back to the original owner ofthe asset from the entity representing the
interests of the Salar,t holders.

PUBLIC FINANCE MANAGEMENT ACT

47. Section 2 of the Public Finance Management Act, of 2012 2012, is amended-

(a) In the definition of "national govemment security" by inserting the word
"Sukuk" immediately after the words "Treasury Bond"

(b) By inserting the following new definitions in proper alphabetical sequence-

"Sukuk" means certificates ofequal value, representing undivided shares in
ownership of tangible or intangible assets, usufruct ofassets; services or an

investment activity, structured in conformity with Islamic law;

(c) By inserting the lollowing new subsection immediately after subsection (2)-

(3) For the purposes olthis Act, the reference to the term 'interest'in relation to a
national govemment security shall also apply to reference to Islamic finance retum
on Sukuk. slamic finance retum" has the same meaning assigned to it under section
2 of the Income Tax Act;

Section 205 of the Public Finance Management Act,2012, is amended by inserting the

following new subsections immediately after subsection (3}-
(3A) despite the generality in subsection (l), the Cabinet Secretary may make regulations
for raising money by issuing a Sa,tuir bond which shall speciff the purpose for which
money may be raised.

(3B). Money raised through Sakukbond may be raised within or outside Kenya in Kenya
Shillings or in any other currency or medium of exchange.

SACCO SOCIETIES ACT, 2OO8

Section 2 ofthe Sacco Societies Act, 2008, is amended-

a) in the definition of the word "deposit", by inserting the words "a retum"
immediately after the word "interest";
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b) In the definition olthe expression "deposit taking business", by deleting the
words "to members" appearing at the end ofparagraph (b) and substituting
therefor the words "or funding or in compliance with the Islamic law";

c) In the definition of the expression "sacco business", by inserting-

(i) The words "or in compliance with Islamic law" immediately after the
words "in accordance with this Act,"

The Members and staff of Parliament who profess the Islamic faith therefore submitted
that there is a general policy in the country to make banking and other related facilities
Islamic friendly. They further stated that by making the facilities Islamic friendly, they
would not affect the rights or faith of other Members and staffof Parliament in any way.

The instrument was prior to publication presented and deliberated upon by the Board of
Senior Management of the Parliamentary Service Commission. The Board recommended

to allow setting up of a separate Fund for Members and Staff of Parliament who are

Muslims to ensure complete segregation of funds and prohibit payment of interest.

The Board recommended that the meetings of the Loans Management Committee should
be held at least once every month.

The recommendations of the Board were presented and deliberated upon before the

Committee on Members Welfare and the Loans Management Committee of the

Parliamentary Service Commission. Both Committees and the Commission resolved that
it was sufficient to amend all the sections of the regulations that provide for interest by
removing the term "interest" and substituting the same with the term "administrative
costs".

It was further noted that the term "administrative costs" was actually more accurate than

interest as the lund was a revolving fund with no profit payable to any person. The 3Yo

charged on all loans goes to pay administrative expenses such as valuers and auctioneer
charges. All surplus is used to increase the fund. No money is paid out as "profit".

The Committees and the Commission also approved that the Loans Management
Committee should be held once every month to consider loan applications.

GUIDANCE.

The instrument amends the Public Finance Management (Parliamentary Car Loan (Staff)
Scheme Fund) Regulations, 2013, to the eflect that person who benefit from the Fund shall
be required to be paying administrative costs in place of interest. The rate and modalities
of payment remain the same.
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The Secretariat ofloan Management Committee shall organize meetings of the Committee
that shall be held at least once a month to consider applications for loans.

IMPACT

No impact assessment has been prepared. The instnrment applies exclusively to Staff of
Parliament.

MONITORING AND REVIEWING.

The Parliamentary Service Commission shall review the outcome of the implementation
of the instrument after 24 months. The review shall entail the following

Whether or not the regulations have encouraged Muslim staff of Parliament to benefits
from the Fund after removal of the term "interest" and replacing the same with the term
"administrative cost" from the regulations.

Whether or not applications for loans are being considered and approved on time.

CONTACT.

ANTHO}.IY NJOROGE,

0722755551,

DIRECTO& LITIGATION AND COMPLIANCE,

PARLIAMENTARY SERYICE COMMISSION.
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EXPLANATORY MEMORANDUM

EXPLANATORY MEMORANDUM TO THE PUBLIC FINANCE
MANAGEMENT (PARLIAMENTARY MORTGAGE (STAFF) SCHEME FUND)
(AMENDMENT) REGULATIONS, 2020.

PART I

NAME OF THE STATUTORY INSTRUMENT: TIIE PI,BLIC FINANCE
MANAGEMENT (PARLIAMENTARY MORTGAGE (STAFF) SCHEME FUND)
(AMENDMENT) REGT.]LATIONS, 2020.

NAME OF THE PARENT ACT: THE PI.]BLIC FTNANCE MANAGEMENT ACT NO.
18 0F 2012.

ENACTED PURSUANT TO: SECTION 24 OF THE PUBLIC FINANCE
MANAGEMENT ACT NO. I 8 OF 2012.

NAME OF MINISTRY/DEPARTMENT:
COMMISSION

PARLIAMENTARY SERVICE

GAZETTED ON: I6TH SEPTEMBER 2O2O

TABLED ON:

PART 2

PURPOSE OF THE STATUTORY INSTRUMENT.

To amend the Regulations so as to allow Members of Staff of Parliament who profess the
Islamic faith to benefit from the facility without fear of infringing their religious believes;
to encourage the loan management committee to meet more often to approve loan
applications; and to modiff incentives to the Members of Staff.

LEGISLATIVE CONTEXT.

Pursuant to section zaQA) of the Public Finance Management Act, 2012, lhe
Parliamentary Service Commission ("the Commission") may with the approval of the
National Assembly establish a Fund for the purpose of Parliament or a House of
Parliament. The Commission re-established the Parliamentary Mortgage Scheme Fund for
Staffof Parliament. The Fund had previously been established by the Minister for Finance
under the Govemment Financial Management Act. The Fund has been established for
purposes of availing loan facilities to Members of Staff of Parliament to purchase
residential houses for their immediate family. Once a Staff obtains a loan from the scheme,
he or she is required to repay the same during his or her employment.



!

The Parliamentary Service Commission enacted The Public Finance Management
(Parliamentary Mortgage (Staff) Scheme Fund) Regulations, 2013 to establish procedures

and systems for proper and effective utilization, security and management of the Fund
among other things. The Regulations have been amended from time to time.

The Public Finance Management (Parliamentary Mortgage (Staf{) Scheme Fund)
(Amendment) Regulations, 2020 hereinafter referred to as'the instrument" seeks to amend
The Public Finance Management (Parliamentary Mortgage (Staff) Scheme Fund)
Regulations, 201 3 so as to improve the same. The amendments shall ensure that the
regulations allow more Members of Staff of Parliament, particularly Muslim Staff of
Parliament, benefit from the Scheme.

The amendments also seek to ensure that loan applications are approved on time so that an

applicant meets contractual obligations. This shall be realized when the meetings of the
Loans Management Committee are regular and consistent.

The amendments also seek to enhance the benefits to be accessed by Staff of Parliament.
Under the current regulations, Staff are eligible to one loan at a time and a total of two
loans from the Fund.

To motivate Staff ofParliament and to make the Parliamentary Service Commission a more
competitive employer, staff should be able to access more loans for as longs they have the
capacity to repay the same and still take home at least one third of their basic salary.

POLICY BACKGROUND.

The Parliamentary Service Commission may enact Regulations for the utilization and
management of the Parliamentary Mortgage Fund

Section 24 (3) of the Public Finance Management Act,2012 provides as follows;

"Notwithstanding any other provisions of this Act, where a Fund is established under this
Act or any other law for the purposes of Parliament or a House ol Parliament, the
Parliamentary Service Commission shall-

(a)establish procedures and systems for proper and effective management of the monies
and property ol the Fund;

(b)establish accounting procedures and systems for the Commission to properly account
for the monies and property;
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(c)superintend the expenditure of the monies of the Fund to ensure that the monies are

properly accounted for;

(d)prepare and submit accounts for each financial year in accordance with the written law
for the time being relating to audit for audit by the Auditor-Ceneral; and

(e)ensure that accounts prepared under paragraph (d) comply with the provisions of this
Act."

The Public Finance Management (Parliamentary Mortgage (Staff) Scheme Fund)
Regulations, 2013 ensures compliance with Section 24 of the Public Finance Management
Act,2012. It establishes procedures and systems for the proper utilization, security and

management of the Fund.

The Instrument shall amend The Public Finance Management (Parliamentary Mortgage
(Staf| Scheme Fund) Regulations, 2013 as follows;

I ) Regulation 6 of the Public Finance Management (Parliamentary Mortgage
(Members) Scheme Fund) Regulations, 201 3 is amended by introducing a new
clause which provides

"The Committee shall meet at least once every calendar month."

The amendment is geared at ensuring that the Loan Management Committee meets

regularly and consistently.
2) Regulation 5 ( ) of the Public Finance Management (Parliamentary Mortgage

(Members) Scheme Fund) Regulations, 2013 is amended by deleting the word
"interest" therein and replacing the same with the words "administrative costs".

3) Regulation 14 of the Public Finance Management (Parliamentary Mortgage
(Members) Scheme Fund) Regulations, 201 3 is amended by deleting the title
"interest rate" and replacing the same with the title "Administrative Cost"
It is further amended by deleting the words "interest" and substituting with the

words "administrative cost" in paragraph | , 2 and 3.

4) Regulation 18 ol the Public Finance Management (Parliamentary Mortgage
(Members) Scheme Fund) Regulations, 2013 is amended by deleting the title
"interest rate" and replacing the same with the title "Administrative Cost"

These amendments are made to encourage Muslim Members of Parliament benefit
from the Fund without fear of infringing their religious believes. In Islam, Muslims
are prohibited from paying and/or consuming interest.

5) Regulation 13 ol the Public Finance Management (Parliamentary Mortgage
(Members) Scheme Fund) Regulations, 201 3 is amended by deleting the words
"fifteen years" and replacing the same with the words "twenty-hve" years.
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6) Regulation 15 of the Public Finance Management (Parliamentary Mortgage
(Members) Scheme Fund) Regulations, 2013 is amended by deleting paragraph (5)

and replacing the same with a new sub-regulation which provides;
"No borrower shall be eligible for more than one loan at a time"

This amendment will allow Members of Stalf to access more than one loan from the

Fund. Staffwould be eligible to another loan as soon as a loan is repaid and the Staff
still has the capacity the repay another loan.

Consolidation.

The instrument shall at all times be construed together with the Public Finance
Management (Parliamentary Mortgage (Staf| Scheme Fund) Regulations, 20 I 3.

CONSULTATION OUTCOME.

The Parliamentary Service Commission received representations from both Members and

staff of Parliament that loan approvals sometimes take a bit too long to process thereby
interfering with the contractual provisions that they have with the sellers ofmotor vehicles.
They requested for administrative measures to be put in place to ensure faster loan

consideration and approval.

The Parliamentary Service Commission further received representations from both
Members and stalT ol Parliament who profess the Islamic faith that the Regulations as

currently gazetled prohibit them from benefiting from the loan facility on account of the

requirement for payment ol interest. They therefore requested that the Regulations be

amended to make them Islamic friendly. They cited the following amendments to the law
that have been passed to make banking in the country Islamic friendly:

AMENDMENTS ON ISLAMIC BANKING; INTRODUCED THROUGH THE
FINANCE ACT,20t7

VALUE ADDED TAX

7. Section 2 of the Value Added Tax Act, 2013, is amended-

a) in subsection ( I ) by inserting the following new definitions in proper alphabetical
sequence-

"Islamic finance arrangement" has the meaning assigned to it in section 2 ol
the Income Tax Act;

"Islamic finance retum" has the meaning assigned to it in section 2 of the

Income Tax Act;
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"Sukuk" has the meaning assigned to it in section 2 ofthe Public Finance
Management Act,2012;

b) by inserting the following new subsection immediately after subsection (2)-

"(3) For the purposes of this Act-
(a) Islamic finance retum is treated as interest, whether received or paid on a
financial arrangement; and

(b)reference to "interest" includes a reference to Islamic finance retum.".

INCOME TAX

Section 2 of the Income Tax Act is amended-

(a) by inserting the following new definitions in proper alphabetical sequ€nce-

"Islamic finance arrangement" means all financial arrangements, including
transactions, instruments, products or related activities that are structured in
accordance with Islamic law;

"Islamic finance retum" means any amount received or paid in relation to Sukuk or
an Islamic finance arrangement;

"Sukuk" has the meaning assigned to it in the Public Finance Management Act,
2012:,

(b) By adding the words "or an Islamic finance return" at the end ofthe definition of
the word "interest".

STAMP DUTY ACT

Section 2 of the Stamp Duty Act is amended by inserting the following new definitions in
proper alphabetical sequence-

"Islamic finance arrangement" has the meaning assigned to it in section 2 of the
Income Tax Act;

"Islamic finance return" has a meaning assigned to it in section 2 of the Income
Tax Act;

"lslamic property finance" means property or land leased or sold to a financial
institution and then leased or resold to a person for a retum in accordance with
Islamic law;
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"Sukuk" has the meaning assigned to it in section 2 olthe Public Finance Act,
2012.

Section 5 of the Stamp Duty Act is amended in the proviso, by inserting the words "or an

Islamic property finance arrangement" immediately after the word "mortgage".

Section 27 of the Stamp Duty Act is amended by inserting the words "or Islamic finance
return" immediately after the word "interest" wherever it appears.

The Stamp Duty Act is amended by inserting a new section immediately after section 68
as follows-

68A. In any mortgage under which-

(a) A financial institution provides an Islamic finance arrangement that enables a

person to own property or land; and

(b) Where the title or interest in the property or land is first transfened to the

financial institution from the vendor and afterwards to that person,

41. The Stamp Duty Act is amended by inserting the following new section immediately
after section 96A-

96B. ( I ) A Sukuk arrangement shall be exempt from stamp duty where the
arrangement requires the transfer of title in an asset if-

(a) At the beginning ofthe anangement, the title shall be transferred from
the original owner ofthe asset to the entity representing the interests ofthe
Satu[ holders; and
(b) During or at the end ofthe arrangement, the title shall be transferred
back to the original owner ofthe asset from the entity representing the
interests of the Sa,ta,t holders.

PUBLIC FINANCE MANAGEMENT ACT

47. Section 2 of the Public Finance Management Act, of 2012 2012, is amended-

(a) In the definition of "national govemment security" by inserting the word
"Sukuk" immediately after the words "Treasury Bond"

(b) By inserting the lollowing new definitions in proper alphabetical sequence-
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"Sukuk" means certificates of equal value, representing undivided shares in
ownership ol tangible or intangible assets, usulruct ofassets; services or an

investment activity, structured in conformity with Islamic law;

(c) By inserting the following new subsection immediately after subsection (2)-

(3) For the purposes of this Act, the reference to the term'interest' in relation to a
national govemment security shall also apply to reference to Islamic finance retum
on Sukuk. slamic finance retum" has the same meaning assigned to it under section
2 of the Income Tax Act;

Section 205 of the Public Finance Management Acl,2012, is amended by inserting the
following new subsections immediately after subsection (3)-
(3A) despite the generality in subsection (l), the Cabinet Secretary may make regulations
for raising money by issuing a Sakuk bond which shall speciff the purpose for which
money may be raised.

(3B). Money raised through Sa kuk bond may be raised within or outside Kenya in Kenya
Shillings or in any other currency or medium ofexchange.

SACCO SOCIETIES ACT, 2OO8

Section 2 ofthe Sacco Societies Act, 2008, is amended-

a) in the definition of the word "deposit", by inserting the words "a retum"
immediately after the word "interest";

b) In the definition of the expression "deposit taking business", by deleting the
words "to members" appearing at the end of paragraph (b) and substituting
therefor the words "or funding or in compliance with the Islamic law";

c) In the definition ofthe expression "sacco business", by inserting-

(i) The words "or in compliance with Islamic law" immediately after the
words "in accordance with this Act,"

The Members and stalf of Parliament who profess the Islamic faith therelore submitted
that there is a general policy in the country to make banking and other related facilities
Islamic friendly. They further stated that by making the facilities Islamic friendly, they
would not alfect the rights or faith of other Members and staff of Parliament in any way.
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The instrument was prior to publication presented and deliberated upon by the Board of
Senior Management of the Parliamentary Service Commission. The Board recommended
to allow sefting up of a separate Fund for Members and Staff of Parliament who are
Muslims to ensure complete segregation of funds and prohibit payment of interest.

The Board recommended that the meetings of the Loans Management Committee should
be held at least once every month.

The recommendations of the Board were presented and deliberated upon before the
Committee on Members Welfare and the Loans Management Committee of the
Parliamentary Service Commission. Both Committees and the Commission resolved that
it was sufficient to amend all the sections of the regulations that provide for interest by
removing the term "interest" and substituting the same with the term "administrative
costs".

It was further noted that the term "administrative costs" was actually more accurate than
interest as the fund was a revolving fund with no profit payable to any person. The 3%o

charged on all loans goes to pay administrative expenses such as valuers and auctioneer
charges. All surplus is used to increase the fund. No money is paid out as "profit,'.

The Committees and the Commission also approved that the Loans Management
Committee should be held once every month to consider loan applications.

GUIDANCE,

The instrument amends the Public Finance Management (Parliamentary Mortgage (Staff)
Scheme Fund) Regulations, 2013, to the effect that person who benefits from the Fund
shall be required to be paying administrative costs in place of interest. The rate and
modalities of payment remain the same.

The Secretariat of Loan Management Committee shall organize meetings of the Committee
that shall be held at least once a month to consider applications for loans.

IMPACT

No impact assessment has been prepared. The instrument applies exclusively to Members
of Staff of Parliament.

MONITORING AND R.EVIEWING.

The Parliamentary Service Commission shall review the outcome of the implementation
of the instrument after 24 months. The review shall entail the following

Whether or not the regulations have encouraged Muslim Members of Staff of Parliament
to benefits lrom the Fund after removal of the term "interest" and replacing the same with
the term "administrative cost" from the regulations.
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Whethcr or not applications for loans are being considered and approved on time.

CONTACT.

ANTHONYNJOROGE,

0722755551,

DIRECTO& LITIGATION AND COMPLIANCE,

PARLIAMENTARY SERYICE COMIVIISSION.

i
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EXPLANATORY MEMORANDUM

EXPLANATORY MEMORANDUM TO THE PUBLIC FINANCE
MANAGEMENT (PARLIAMENTARY CAR LOAN (STAFD SCHEME FUND)
(AMENDMENT) REGULATIONS, 2020.

PART 1

NAME OF TIIE STATUTORY INSTRUMENT: TI{E PI.JBLIC FINANCE
MANAGEMENT (PARLIAMENTARY CAR LOAN (STAFF) SCHEME FUND)
(AMENDMENT) REGULATTONS, 2020.

NAME OF THE PARENT ACT: T}IE PUBLIC FINANCE MANAGEMENT ACT NO.
18 0F 2012.

ENACTED PURSUANT TO: SECTION 24 OF TT{E PUBLIC
MANAGEMENTACTNO. 18 OF 2012.

NAME OF MINISTRY/DEPARTMENT: PARLIAMENTARY
COMMISSION

GAZETTED ON:16TH SEPTEMBER 2O2O

TABLED ON:

PART 2

PURPOSE OF TIIE STATUTORY INSTRUMENT.

FINANCE

SERVICE

To amend the Regulations so as to allow Staffof the Scheme who profess the Islamic faith
to benefit from the facility without fear of infringing their religious believes; and to
encourage the loan management committee to meet more often to approve loan
applications.

LEGISLATIVE CONTEXT

Pursuant to section 24(2A) of the Public Finance Management Act, 2012, the
Parliamentary Service Commission ("the Commission") may with the approval of the
National Assembly, establish a Fund for purposes of Parliament or a House of Parliament.
The Commission may also enact regulations for the proper management of a Fund.The
Commission had re-established the Parliamentary Car Loan Scheme Fund for Staff of
Parliament. The Fund had previously been established by the Minister for Finance under
the Government Financial Management Act (now repealed). The fund was established for
purposes of availing loan facilities to Staffof Parliament to purchase motor vehicles. Once
a Staff of Parliament obtains a loan from the scheme, he or she is required to repay the
same fully within five (5) years or sixty (60) months.



The Parliamentary Service Commission re-established The Public Finance Management
(Parliamentary Car Loan (Staff) Scheme Fund) Regulations, 2013 to establish procedures
and systems for proper and effective utilization, security and management of the Fund
among other things. The Regulations have been amended from time to time.

The Public Finance Management (Parliamentary Car Loan (Staff) Scheme Fund)
(Amendment) Regulations, 2020 hereinafter referred to as 'the instrument" seeks to amend
The Public Finance Management (Parliamentary Car Loan (Staff) Scheme Fund)
Regulations, 201 3 so as to improve the same. The amendments shall ensure that the
regulations allow more Staffof Parliament, particularly Muslim Staffof Parliament, benefit
from the Scheme.

The amendments also seek to ensure that loan applications are approved on time so that an
applicant meets contractual obligations. This shall be realized when the meetings of the
Loans Management Committee are regular and consistent.

POLICY BACKGROUND

The Parliamentary Service Commission may enact Regulations for the utilization and
management of the Parliamentary Car Loan Fund.

Section 24 (3) of the Public Finance Management Act,2012 provides as follows;

'triotwithstanding any other provisions of this Act, where a Fund is established under this
Act or any other law for the purposes of Parliament or a House of Parliament, the
Parliamentary Service Commission shall-

(a)establish procedures and systems for proper and effective management of the monies
and property ofthe Fund;

(b)establish accounting procedures and systems for the Commission to properly account
for the monies and property;

(c)superintend the expenditure of the monies of the Fund to ensure that the monies are
properly accounted for;

(d)prepare and submit accounts for each financial year in accordance with the written law
for the time being relating to audit for audit by the Auditor-General; and

(e)ensure that accounts prepared under paragraph (d) comply with the provisions of this
Act."

2



a
The Public Finance Management (Parliamentary Car Loan (StafI) Scheme Fund)
Regulations, 2013 ensures compliance with Section 24 of the Public Finance Management
Act,2012. It establishes procedures and systems for the proper utilization, security and
management ofthe Fund.

The Instrument shall amend The Public Finance Management (Parliamentary Car Loan
(Staff) Scheme Fund) Regulations, 2013 as follows;

1) Regulation 6 of the Public Finance Management (Parliamentary Car Loan (Staff)
Scheme Fund) Regulations, 2013 is amended by introducing a new clause which
provides
"The Committee shall meet at least once a month."
The amendment is geared at ensuring that the Loan Management Committee meets
regularly and consistently.

2) Regulation I I is amended by deleting the title "interest rate" and replacing the same
with the title "Administrative Cost"
It is further amended by deleting the words "carry an interest" and substituting with
"charged an administrative cost" in paragraph 1

It is also amended by deleting the word "interest" and substituting with the words
"administrative cost" in paragraph 2.

This amendment is made to encourage Muslim Members of Parliament benefit from
the Fund without fear of infringing their religious believes. In Islam, Muslims are
prohibited from paying and/or consuming interest.

Consolidation.

The instrument shall at all times be construed together with the Public Finance
Management (Parliamentary Car Loan (Staf! Scheme Fund) Regulations, 2013.

CONSULTATION OUTCOME.

The Parliamentary Service Commission received representations from both Members and
staff of Parliament that loan approvals sometimes take a bit too long to process thereby
interfering with the contractual provisions that they have with the sellers of motor vehicles.
They requested for administrative measures to be put in place to ensure faster loan
consideration and approval.

The Parliamentary Service Commission further received representations from both
Members and staff of Parliament who profess the Islamic faith that the Regulations as

currently gazetled prohibit them from benefiting from the loan facility on account of the
requirement for payment of interest. They therefore requested that the Regulations be
amended to make them Islamic friendly. They cited the following amendments to the law
that have been passed to make banking in the country Islamic friendly:

3



t
AMENDMENTS ON ISLAMIC BANKING; INTRODUCED THROUGH TI{E
FINANCE ACT,ZOI1

VALUE ADDED TAX

7. Section 2 of the Value Added Tax Act, 2013, is amended-

a) in subsection ( I ) by inserting the following new definitions in proper alphabetical
sequence-

"Islamic finance arrangement" has the meaning assigned to it in section 2 of
the Income Tax Act;

"Islamic finance retum" has the meaning assigned to it in section 2 of the
Income Tax Act;

"Sukuk" has the meaning assigned to it in section 2 ofthe Public Finance
Management Act,2012;

b) by inserting the following new subsection immediately after subsection (2)-

"(3) For the purposes of this Act-
(a) Islamic finance return is treated as interest, whether received or paid on a
financial arrangement; and

(b)reference to "interest" includes a reference to Islamic finance return.".

INCOME TAX

Section 2 of the Income Tax Act is amended-

(a) by inserting the following new definitions in proper alphabetical sequence-

"Islamic finance arrangement" means all financial arrangements, including
transactions, instruments, products or related activities that are structured in
accordance with Islamic law;

"Islamic finance retum" means any amount received or paid in relation to Sukuk or
an Islamic finance arrangement;

"Sukuk" has the meaning assigned to it in the Public Finance Management Act,
2012;

(b) By adding the words "or an Islamic finance retum" at the end of the definition of
the word "interest".
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STAMP DUTY ACT

Section 2 of the Stamp Duty Act is amended by inserting the following new definitions in
proper alphabetical sequence-

"Islamic finance arrangement" has the meaning assigned to it in section 2 of the
Income Tax Act;

"Islamic finance retum" has a meaning assigned to it in section 2 of the Income
Tax Act;

"Islamic property finance" means property or land leased or sold to a financial
institution and then leased or resold to a person for a return in accordance with
Islamic law;

"Sukuk" has the meaning assigned to it in section 2 ofthe Public Finance Act,
2012_

Section 5 of the Stamp Duty Act is amended in the proviso, by inserting the words "or an

Islamic property finance arrangement" immediately after the word "mortgage".

Section 27 of the Stamp Duty Act is amended by inserting the words "or Islamic finance
retum" immediately after the word "interest" wherever it appears.

The Stamp Duty Act is amended by inserting a new section immediately after section 68
as follows-

68A. In any mortgage under which-

(a) A financial institution provides an Islamic finance arrangement that enables a
person to own property or land; and

(b) Where the title or interest in the property or land is first transferred to the
financial institution from the vendor and afterwards to that person,

41. The Stamp Duty Act is amended by inserting the following new section immediately
after section 96,{-

968. (l) A Sukuk arrangement shall be exempt from stamp duty where the
arrangement requires the transfer of title in an asset if-

(a) At the beginning ofthe arrangement, the title shall be transferred from
the original owner ofthe asset to the entity representing the interests of the
Sahz& holders; and
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(b) During or at the end ofthe amangement, the title shall be transferred
back to the original owner ofthe asset from the entity representing the
interests of the Szlrzi holders.

PUBLIC FINANCE MANAGEMENT ACT

47. Section 2 of the Public Finance Management Act, of 2012 2012, is amended-

(a) In the definition of "national government security" by inserting the word
"Sukuk" immediately after the words "Treasury Bond"

(b) By inserting the following new definitions in proper alphabetical sequence-

"Sukuk" means certificates of equal value, representing undivided shares in
ownership of tangible or intangible assets, usufruct ofassets; services or an

investment activity, structured in conformity with Islamic law;

(c) By inserting the following new subsection immediately after subsection (2)-

(3) For the purposes of this Act, the reference to the term'interest' in relation to a
national government security shall also apply to reference to Islamic finance retum
on Sukuk. slamic finance retum" has the same meaning assigned to it under section
2 of the Income Tax Act;

Section 205 of the Public Finance Management Act,20l2, is amended by inserting the
following new subsections immediately after subsection (3}_

(3A) despite the generality in subsection (l), the Cabinet Secretary may make regulations
for raising money by issuing a Sata,t bond which shall speciff the purpose for which
money may be raised.

(3B). Money raised through Sa kuk bond may be raised within or outside Kenya in Kenya
Shillings or in any other currency or medium ofexchange.

SACCO SOCIETIES ACT, 2OO8

Section 2 of the Sacco Societies Act, 2008, is amended-

a) in the definition of the word "deposit", by inserting the words "a retum"
immediately after the word "interest";
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b) In the definition ofthe expression "deposit taking business", by deleting the
words "to members" appearing at the end ofparagraph (b) and substituting
therefor the words "or funding or in compliance with the Islamic law";

c) In the definition ofthe expression "sacco business", by inserting-

(i) The words "or in compliance with Islamic law" immediately after the
words "in accordance with this Act,"

The Members and staff of Parliament who profess the Islamic faith therefore submitted
that there is a general policy in the country to make banking and other related facilities
Islamic friendly. They further stated that by making the facilities Islamic friendly, they
would not affect the rights or faith of other Members and staff of Parliament in any way.

The instrument was prior to publication presented and deliberated upon by the Board of
Senior Management of the Parliamentary Service Commission. The Board recommended
to allow setting up of a separate Fund for Members and Staff of Parliament who are

Muslims to ensure complete segregation of funds and prohibit payment of interest.

The Board recommended that the meetings of the Loans Management Committee should
be held at least once every month.

The recommendations of the Board were presented and deliberated upon before the
Committee on Members Welfare and the Loans Management Committee of the

Parliamentary Service Commission. Both Committees and the Commission resolved that
it was sufficient to amend all the sections of the regulations that provide for interest by
removing the term "interest" and substituting the same with the term "administrative
costs".

It was further noted that the term "administrative costs" was actually more accurate than
interest as the fund was a revolving fund with no profit payable to any person. The 3o/o

charged on all loans goes to pay administrative expenses such as valuers and auctioneer
charges. All surplus is used to increase the fund. No money is paid out as "profit".

The Committees and the Commission also approved that the Loans Management
Committee should be held once every month to consider loan applications.

GUIDANCE.

The instrument amends the Public Finance Management (Parliamentary Car Loan (Staff)
Scheme Fund) Regulations, 2013, to the effect that person who benefit from the Fund shall
be required to be paying administrative costs in place of interest. The rate and modalities
of payment remain the same.
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The Secretariat of Loan Management Committee shall organize meetings of the Committee
that shall be held at least once a month to consider applications for loans.

IMPACT

No impact assessment has been prepared. The instrument applies exclusively to Staff of
Parliament.

MONITORING AND REVIEWING.

The Parliamentary Service Commission shall review the outcome of the implementation
of the instrument after 24 months. The review shall entail the following

Whether or not the regulations have encouraged Muslim staff of Parliament to benefits
from the Fund after removal of the term "interest" and replacing the same with the term
"administrative cost" from the regulations.

Whether or not applications for loans are being considered and approved on time.

CONTACT.

ANTHOI.ry NJOROGE,

07227sssst,

DIRECTOR, LITIGATION AND COMPLIANCE,

P.A.RL NTARY SERVICE COMMISSION.
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