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EXPLANATORY MEMORANDUM TO THE I'UBLIC FINANCE
MANAGEMENT (STATB OFFICEI].S HOUSB MORTGAGE SCI{EME FUND)
R]IGULATIONS, 2015

PURPOSE, OF THE REGULATIONS

The Salaries ancl Ren'rLllleration Comrnission set a house mortgage benefitlior all State

Officers. The National Treasury is expected to operationalize the same for State Officers

in the National Govemment (except the Judiciary and Parliament), through the State

Officers House Mortgage Scheme Fund. The purpose of these Regulations are twofold to

establish tlie State Offioers FIoLrsing Scheme Fund, and to set up a clear frameworl< for

managing the rnortgage scheme.

The objective arrcl plrpose f,or which tlie Fund is establishecl shall be to provide a loarr

scheme for the purchase or development of property by the State Officers.

2, THE POLICY AND LEGISLATIVE CON'TEXT
t

Article 230 of the Constitution of I(enya, 2010, sets Llp tire Saiaries and

Remuneration Cornmission, with a olear mandate of setting and regularly reviewing

the remuneration ancl benefits of att State Officers. The I-Iouse Mortgage Scherne is

one of the benefits that lrave been set. The Scheme for State Of{rcers only exists in

the Jr"rdiciary ancl Parliaurent, and not in the Executive.

Sectiorr 24(4) of the PLrblic Irinancc I\4anagetnent Act (PFMA), 2012 allows the

Cabilet Secretary for the National Treasury to esr-a"blish a Public Irund. These

Regulations, are therefore firmly arrchored in the provisions of the Public Finance

Management Act, 2012.

3. SALIENT FBATUI{BS OF TI{Ii ITBGULATIONS

Some of tlie salient featul'es of the regulations are:-

m The objective and pLlrpose for which the State Officers House Mortgage Scheme

Fr.rnd is establishecl shall be to provide a loan schetne for tlie purchase or

developrnent o1'property by the State Officers;

E The capital of tlic funcl shall consist of the initial capital of one billion shillings

appropriatecl by Parliament in the 201412015 financial year and such other funds as

may be voted lor the pLtrposes of the Funcl in subsequent flnancial years;

H The Furrd witl be managecl by an Advisory Committee established within the

Natiorral TreasurY;

1



w 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 Ilouse

Mortgage Scheme Fund;

A loan granted by the fund shali 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 granteci stratt be fi.rndecl at the rate of nilety percent of the value of the

property but shall not exceed the maximum loan threshold set in the Schedule and

ihis strall be based on the ability to pay, and repaid by cliecl< off system;

The loan shalt be repaid within a period of twenty years or belbre 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 duratiott of the state officer's appointment;

The interest payable on a loan shall be at the rate of at least three per centLlll'l per

annLrn1 op a rnouthly reducilg balance or such other rate as may frorn time to tirne

be deterlnined by the cotnmittee;

The irrterest charged shall be paid by the borrower;

The Fr-rnd shall register a charge on any property flnanced throurgh a loan granted

under these Regulations

A borrower shatt take ancl maintain a life insr-rrance policy and a fire insuratlce

policy with an insurance colnpany approved by the committee, tlte cost of which

shall be paid out of the Fund and debited il'r the borrower's accouttt;

Where a borrower defaults irl the repayment of the loan for a period of three

consecutive morrths, the advisory committee, shall reposes ald sell the property to

another deserving state officer;

where a borrower ceases to be a state offrcer before fLrll loan repayment, the

aclvisoiy cotntnittee may, in its discretiou, allow the borroWer !o coutinue to repay

the loan on the same terms as set out in the Regulations provided that when the

borrower defaults in a periocl of four months the outstanding loan shall revert to

prevailing commercial ititerest rate;

Where the cotnmercial t'ate is applicable, attcl tl-re borrower is in defautt for a periocl

of four months, the Funcl rnay call i5 the loan and sell the chaLged property by

pr,rblic auction or Public treatY;

The Advisory Committee may applove tlie appointment of a tenant pttrchase

institution or a lnortgage finance conlllany to administer tlie Fr'rnd;

Tlie Scherne may also enter into viable management partnership with a schenlc

from any other Public bodY; and

The Funcl or, where applicable, the tenant purchase institution or mortgage

{-rnance company may charge an interest of not tnore than two per centum pel

annull Of the valr_re of tire loan to cover its manageuent costs'
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4. PUBLIC PARTICIPATION

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

5. GUIDANCE

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

6. REVIEW OF THE REGULATIONS

The Advisory Committee may fi'om time to time in consultation with the Salaries and
Remuneratiorr Commission 'ecommend to the Cabinet Secretary any anrendment to
these RegLrlations.

7, NATIONAL TR-BASURY CON'TACT PERSON.

TIie corrtact person at the National Treasury is the Cabinet Secretary, Mr. Henry Roticli or
tlie Principal Secretary, Dr. Kamar-r Thugge, EBS.
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