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/ EXPLANATORY MEMORANDUM TO THE PUBLIC FINANCE
MANAGEMENT (STATE OFFICERS HOUSE MORTGAGE SCHEME FUND)
REGULATIONS, 2015

....................................................................................

/ 1. PURPOSE OF THE REGULATIONS

The Salaries and Remuneration Commission set a house mortgage benefit for all State
Officers. The National Treasury is expected to operationalize the same for State Officers
in the National Government (except the Judiciary and Parliament), through the State
Officers House Mortgage Scheme Fund. The purpose of these Regulations are twofold to
establish the State Officers Housing Scheme Fund, and to set up a clear framework for
managing the mortgage scheme.

The objective and purpose for which the Fund is established shall be to provide a loan
scheme for the purchase or development of property by the State Officers.

2. THE POLICY AND LEGISLATIVE CONTEXT

Article 230 of the Constitution of Kenya, 2010, sets up the Salaries and
Remuneration Commission, with a clear mandate of setting and regularly reviewing
the remuneration and benefits of all State Officers. The House Mortgage Scheme is
one of the benefits that have been set. The Scheme for State Officers only exists in
the Judiciary and Parliament, and not in the Executive.

Section 24(4) of the Public Finance Management Act (PFMA), 2012 allows the
Cabinet Secretary. for the National Treasury to establish a Public Fund. These
Regulations, are therefore firmly anchored in the provisions of the Public Finance
Management Act, 2012.

3, SALIENT FEATURES OF THE REGULATIONS
Some of the salient features of the regulations are:-

B The objective and purpose for which the State Officers House Mortgage Scheme
Fund is established shall be to provide a loan scheme for the purchase or
development of property by the State Officers;

B The capital of the fund shall consist of the initial capital of one billion shillings
appropriated by Parliament in the 2014/2015 financial year and such other funds as
may be voted for the purposes of the Fund in subsequent financial years;

The Fund will be managed by an Advisory Committee established within the
National Treasury;




The Cabinet Secretary may appoint a committee or board of an existing house
mortgage scheme fund in the public service to manage the State Officers House
Mortgage Scheme Fund;

A loan granted by the fund shall be solely utilized for the purchase or development
of residential property for the occupation of the borrower or equity release for
improvement of the residential house;

A loan granted shall be funded at the rate of ninety percent of the value of the
property but shall not exceed the maximum loan threshold set in the Schedule and
this shall be based on the ability to pay, and repaid by check off system;

The loan shall be repaid within a period of twenty years or before the borrower
attains the age of seventy years whichever is the earlier;

A state officer who is appointed at the age of seventy years or above shall be
required to repay the loan for the duration of the state officer’s appointment;

The interest payable on a loan shall be at the rate of at least three per centum per
annum on a monthly reducing balance or such other rate as may from time to time
be determined by the committee;

The interest charged shall be paid by the borrower;

The Fund shall register a charge on any property financed through a loan granted
under these Regulations

A borrower shall take and maintain a life insurance policy and a fire insurance
policy with an insurance company approved by the committee, the cost of which
shall be paid out of the Fund and debited in the borrower’s account;

Where a borrower defaults in the repayment of the loan for a period of three
consecutive months, the advisory committee, shall reposes and sell the property to
another deserving state officer;

Where a borrower ceases to be a state officer before full loan repayment, the
advisory committee may, in its discretion, allow the borrower to continue to repay
the loan on the same terms as set out in the Regulations provided that when the
borrower defaults in a period of four months the outstanding loan shall revert to
prevailing commercial interest rate;

Where the commercial rate is applicable, and the borrower is in default for a period
of four months, the Fund may call in the loan and sell the charged property by
public auction or public treaty;

The Advisory Committee may approve the appointment of a tenant purchase
institution or a mortgage finance company to administer the Fund;

The Scheme may also enter into viable management partnership with a scheme
from any other public body; and

The Fund or, where applicable, the tenant purchase institution or mortgage
finance company may charge an interest of not more than two per centum per
annum of the value of the loan to cover its management costs.
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6.

PUBLIC PARTICIPATION

The Salaries and Remuneration Commission consulted the public before setting the
remuneration and benefits for State Officers.

GUIDANCE

The National Treasury will guide the State Officers in the National Government on how to
access the house mortgage facility.

REVIEW OF THE REGULATIONS

The Advisory Committee may from time to time in consultation with the Salaries and
Remuneration Commission recommend to the Cabinet Secretary any amendment to
these Regulations.

NATIONAL TREASURY CONTACT PERSON.

The contact person at the National Treasury is the Cabinet Secretary, Mr. Henry Rotich or
the Principal Secretary, Dr. Kamau Thugge, EBS.
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THE PUBLIC FINANCE MANAGEMENT ACT

(N0, |8(J./'20|2) "B ‘i\ :
IN EXERCISE of the powers cnnl’errcd*l{yﬁsé_(_‘f[gém__ 24(4) of . the---
Public Finance Management Act 2012, the Cabinet Secret:
National Treasury makes the following Regulations? ~ Ry
THE PUBLIC FINANCE MANAGEMENT{STATE OFFICERS
HOUSE MORTGAGE SCHEME FUND) REGUTATIONS. 2015

I. These Regulations may be cited as the Public Finance Citation and
commencement

Management  (State  Officers  House Mortgage  Scheme  Fund)
Reaulations, 2015,

2 1n these Reaulations, unless the context otherwise requi

“horrower” meians a person in receipt of aloan out ul,':tﬁé;‘

i : | y
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“qrate officer™ shall have the meaning ascribed A elc2a0 o N
the Constitution and shall not include a state olficer wht is‘covered by i) "}h‘i"“\ R
F ol g 0

“equily release” means a loan thit allows the T
access equily in his or her home without having to scll i
of improving it;

any public housing mortgage scheme: E .1;*\ :
neown

e

for purpoy

RSN 3
weommittee” means the Advisory Commilice of the Tund

established under regulation 6 of these Regulations:

“financial year” means a period of twelve months ending on the
30" June of cach year:
“Fund™ means the State Officers Honse Mortgage Scheme Fund
established wnder regulation 3 ol these Regulations:
“mortgage finance company™ has the meaning assigned 1ot
under seetion 2 of the Banking Act: : :
S Cup SIRN
“officer administering the Fund™ means o person designated as
such under section 24(35) of the Public Finance Management Act:and ik
L [} T RN Y | -
“tenant purchase institution™ means a company incorporated in
Kenya which has not less than twenly years experience in operation of
tenant purchase loan schemes for over two thousand housing units
once moment.

3. There is hereby established a fund o be known as the Siate Bstablishment
Officers House Mortgage Scheme Fund. ol the Fund
4. The objective and purpose for which the Fund is established  Objects and
shall be to provide a loan scheme for the purchase or development of :’,"""'l“‘“ L
275, RIS
property by the State Officers. s



132 Kenya Subsidiary Legislation, 2015

S The capita of the fand shall consist of the initial capital of
one hillion shillings appropriated by Parlisment in the 2014/2015

Financial year and such other funds as may be voted for the purposes of

the Fund in subsequent financial years,

(2) All monies that shall be paid into the account operaled by the
officer administering the Fund.

0. (1) There is established an Advisory Commitiee of the Fund
within the National Treasury which shall consist of the —

(@) Director of Administration:

(h

Director of Budgetary Supply:
(¢

Director of Human Resources: and
(d) Director of Fiscul Decentralization,

(2) The Tunctions ol the Advisory Committee of the Fund shall
be to—

G approve all housing development and financing proposals:

(b) upprove criteria for the beneliciaries ol the Fund; and

(C) such other duty us may be directed by the Cabinet Sceretary
for the purposes of the proper management of the Fund.

(3

-

The advisory committee shall meet at least four times in «
year,

(4) The oflicer administering the Fund shall be the Secretary of

the commitiee.

(5) The members of the committee shall eleet a chairman from
itmongst themselves,

(6) The quorum for & meeting of the commiltee shall be the
chairman and two other members.

(7) The chairman shall convene and preside al meetings ol the
commitiee amd in the absenve ol the chairman, by a member of Uie
comniitice, elected by other members presentin the mecting.

(8) The decision of the commitiee shall be by simple nmajorily
and in the case of a tie, the chairman shall haye o casting vale,

7. (1) Notwithstunding paragraph 6 (1), the Cabinel Secretary
may appomt aocommittee or board ol an Cxisting house mortgage
scheme fund in the public service 1o manage the State Officers House
Mortgage Scheme Fund.

(2) ‘The committee or hoard in sub-paragraph (1) shall be
deemed to have taken the role of the Advisory Committee.

(3) The commitee or bourd appointed under paragraph 7(1).
shadl conduct its alfairs under the 'ublic Finance Management (State
Officers House Mortgage Seheme Fund) Regulations, 2015 o man

age
the <ehe e

Capital of the
Fand.

Advisory
Commitiee of
the Fund

Munagement ol
e Fund and
Scheme.
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9. (1) A loun granted 1o u state officer who s in possession ot o
title deed (o the Tand on which the development as o he curried vul,

shall be at the disercetion of the Conmmitiee.

12) The st disbursenment shall he based v twenty Five per cent
ol the cost ol construction.

Provided that the vost o construction shall not escead the
miaimun lunding doe to the borrower under these Regulations or
twice the open market value ol the land on which the residential
property is proposed o be constructed, whichever is less

(3) A Joan granted under these Regulatons shall be fuunded ot the
rute of nincry percent ol the value of the property but shall not exeewd
the maxmmum loan threshold setin the Schedule wnd this shall be based
on the abiliy to pay. and repaid by chieck ol sysien.

(1) The subsequent disbursements shall be bised o the mate al
completion of the various phases of development as certihied by o
vitluer, regntered as such wnder Vaduers Act, ot the cost al the
horrower

[0, () A stare olfweer who washes to apply tar o loan trom the
Fund shall make such application o the atficer adnnistesing the Fund
insuch nranner as the advisory conmittee may prescribe.

(2) An appheation for a foan for construction purposes =hiil he
inpanied by the follow mg documents where apphicable -

() copics of the designs ob the proposed esidentad properiy
daly approved by the county authority within whose area o

In o be situated:

() priced bills ol quantiiies m o respect ol the proposed
develupment:

(<) an ollicial scarch of the titde w the property mtended 1o be
purchused;

(«h) @ cernbied copy ot the sale agrecment relating 1o the
property:

(¢) proal of availability ol wen percent of the value of the
property: and

(1) any other document that the conumitice may regune lor the
purpose of determupnng the application.

(3) The borrower shall bear the costs o stamp duty. ranster fees,

lepal fees and other related churges.
(43 The balance o the full value ot the property, the stmp dury,

the transter Fee and other relited charees shall be paid by the hosrowe

vivtes b Bleadd A i




134 Kenva Subsidwary Legislation, 2015
the eapiry diie ol such fease s at Ieast Torty-tive years from the date
the Joan s arimed.

20000 A doan granted under these Regulations shall be
repayable within o period of weny ye

s or before the borrower
daitains the age ol seventy years, whichever is the earlier,

(23 A stne ofTicer who s appointed at the age ol seventy years o
above shadl be required tarrepay the loan for the duration ol the st
officer’s appotntment.

1

(3 A horrower may give prior authority inowriting for his
pension dues 1o be utilized o clear any oulstanding debt in case the
harrawer retires belore tully repaying the loan,

(1 Where the property s developed by the Fumd for the
pusposes of tenant purchase. the borrower shall pay o deposit of ten per
centum of the value ol the property and shall subject (o paragraph § he
seamted @ o of the remaining ninely per centum 1o he repaid
monthly and maccordance wih these Regulations,

(5) e toan granted 1o a borrower under paragraph (4) shall noi
exced the maximum loan indicated in the Schedule .

LA (1) The interest payable ona loan shall be at the rate of
least three per centum per annum on amonthly reducing balance or

such other rate as may from tme 1o time be determined by the
commitiee.

(20 The interest charged under this regulation shall be paid by
the borrower.

L4, (1) The Fund shall register a charge on any property financed
through o Joan granted under these Regulitions and such charge shall
mmpose an obligation on the chargee —

Guonot o mortgage. charge. surrender the lease. or sell or agree
o sell or part with possession of the charged property or
purt thereol” without the prior written consent ol the
Comminee;

(h) W meet and pay all rates, rents. insurance and any other
oulgoings in respect of the property and send the proof of
such payments o the commitiee: and

(¢) 1o provide a ranster deed duly signed by the borrower and o
letter authorizing the Fund o sell the property in case of
defaultin payment.

(2) Al residential properties purchased or developed through the
Fund shall be of such standards and construcied of such materials the
Cammitiee may approve,

Repayment ol

foan

Cap. 4806

lnterest on
loan

Lien under loan
propeny.
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() nuihe no extension or any strucivral alieration o the property
or ile thereto withoun the prioe approval ol the Conmitiee
() The comminee shalt erant anly one oan or one house o
Stane aollicer

(5 Notwithstanding paragraph (4 the Commitiee shall g

another Toan or o house 1 a state ollicer i event ol Cliimee ol statis o

maximum thresholdas long as there shall not e any owistandine Toan
repayment due to the [fund,

(0) Where the spouse of a0 State ol lieer is also a State officer. the
granting ol g Joan or house ta one spouse shall not bar the ather spoase
fram beneliting from the Fund,

(7) All Tegal documentation and disbursement ol funds <hall b
supervised by the officer adminisiering the Fund.

500 A borrower shall take and maintan a fife isurance pohey
and i hire msurance policy with an insurance company approved by the
commitiee, the cost of which shall be paud out of the Fund and debited
i the borrower’s account.

(2) Every borrower of & house under construction shall ke
morigage protection cover for the provisional sale price ol the
property.

16, The originals of all documents relating w0 property Tnsaneed
by a loan from the Fund shall be kept in safe custady by the oine
administering the Fund.

I7. The Advisory Committee shall be entitied 10 do evervihing
lawful and necessary 10 protect the Government's interest i e
property in respect of which a loan is granted.

18, (1) Where a borrower defaulis in the repayment of the loan
for a perind of thiee consecutive months the advisory committee shall
reposes and sell the property o another deserving state olTicer .

(2) Where a borrower ccases 1o be a state olTicer belore Tull loan
repayment, the advisory commitice may. in ils discrenon, allow the
borrower to continue o repay the loan on the siume terms as et out i
these Regulations provided that shen the borrower defaulis in . period
of Tour months the outstanding Joan shall severt 100 previline
commercial interest rate,

(3) Nutwithstanding these Regulations, where a borrower leaves
service on diseiplinary grounds or resigns before serving tor ihe
contract period, the Committee may grant the borrower a0 mavinnnm
period of four months 1o repay the full outstanding Toan or permt the
harrower 1o repav the outstanding loan at the prevailing market rate
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19 The of Licer adnnmistering the Fund shall Adimistratan
ot the Fund

(o open and manage o bk account for the Fund:

() sapervise ard contral the administration ol the IFund.

(o utthze the nterest aceruing thereta to delray operatin
capenses, el oy nopose any rcasonable restichon or

ohey requircment coneermny such use:

G catse 1o be Rept books ol account and other records i
relation tothe Fund: and

tei propare, sien and eansmit to the Auditor-General i respedt
aneach Tovase ! yeae and within three months after the end

thereol, o stateinent ol aecounis re
detatds as the Natonal Preasusy may Trome e te bane

Qe oweordance waho the Public Finanee Mangzement No 18 o 012
Nt M2

fatme o the Fand, inosuch

Fes
I

200 N parrsone shadl sell o many way ransler any propueity Pranstve v s
: 1 1o
aegpnretd trnueh the Famd ander these Regulations unless il
d Pty
G period ol ot less than eight years has expired from the

Jdate

e bmal pavinent ol the Tull purchase price ot the

property nzether witl such iterest as omay e due is

nende on

tr the toal eepaviment of the foll doan advanced by the

Foned toeethinr il such terest as v be e s made,

(h the ~ale or anster has been approved by the Advisory

Conmntey

21 Where the Adysory Conniittee approves the appaintiment ol Buties ol

oo linance company to o OUE

o enam puu‘h.:u‘ mstiuton or g ilhn'l‘l_:
e . iaation
achminister e Fond, the mstiuton shadl-

Gai o operate mdeduad accoums Tor cach borrower and provide

detaals ol recoveries of the toan:

th) chigw

security on properties aequired through luins from

e Tumd 1o protect the mterests of e Fund and act as o

custodizn ol such charges:

(cr dishunse Cheques o mamsfer funds for newly approved loans
(0 horrowers alter the necessary documentation is completed

by the Comnntiee:

f oyl outeog and ssue denind notices o delaalting

v ihe Fund.

henowers throueh the othicer administeri
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22, The Fund may enter inw a viable linancing or development

partnership with a legal cntity tor the
objectives ol the Fund,

23 The Scheme may enter mw viabie management partnersiigp

with a scheme from any other public body.

The Fund
institution or mortgage

24, or. where  applicable,  the

I5. These  Regulations  shall  be

purposes o implementing the

finance company referred to under regulation
21, may charge an interest ol not more than Lo per centum per
of the vaiue of the loan 1o cover i Manigement costs,

supplemented

requirements as may be detailed in the loan application form supplicd
by the Fund and by the coniract between the Fund and the horrower,

26. The Advisory Committee

SCHEDULLE

"H('H(:/l_( aries

Cabinet Secretarics.
Attorney-General
Secretary to the Cabinet

Chief of the Kenya Defence Farees
_(_]g\iqllﬂ_ci“&‘)l}nticx

Principals Secretaries
Members of Independent Commissions

DUGMSCRITAl i
Vice-Commander of the Kenyi Defence FForces
fCommander ol the Kenya Air Foree
Commander ol (he Kenya Navy
Director-General, National Inelheence Serviee
Inspector-General ol Police

Director of Public Prosccution
R
Deputy Constitutional Office Holders

Registrar of Political Purties

Other State Officers

Chiel Exeeutive Officers of Government Agencies.

Dined the 2710 February, 20135,

Holders of Independent Otfices (Controller of Budye

nay from time 1o me recommend
W the Cabinet Seeretary any amendment o these Regul

ations.
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