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IN EXERCISE of the powers COH]EI’I'C(HIW\_S&SQQ[] 24(4). of the————""
Public Finance Management Act 2012, the C‘\ﬁfngx Se ‘T4
National Treasury makes the following chulm‘nns.‘u Pl
THE PUBLIC FINANCE MANAGEMENT $TATE OPRICERS

HOUSE MORTGAGE SCHEME FUND) REGUT.A [ONS. 2015

|. These Regulations may be cited as the Public Finance  Citationand
Management  (State  Officers  House Mortgage  Scheme  Tund) gommencencnt
Regulations. 2015.

—
o

2. In these Regulations, unless the context otherwise requi

the Constitution and shall not include a state officer Who i3 covered by MM_) 28\5
any public housing mortgage scheme: ¥ L% MAR
“equity release™ means a loan that allows the
access equity in his or her home without having to sell
of improving it.
“committee” means the Advisory Committee of the Fund
established under regulation 6 of these Regulations:
“financial year” means a period of twelve months ending on the
30" June of each year:
“Fund”™ means the State Officers House Mortgage Scheme Ffund
established under regulation 3 of these Regulations:
“mortgage finance company ™ has the meaning assigned ot
- et i 3 ~ Rank oo
under section 2 of the Banking Act: Cap. 488
“officer administering the Fund™ means a person designated as
such under section 24(5) of the Public Finance Management Act: and L
= No. I8 of 2012
“tenant purchase institution™ means a company incorporated in
Kenya which has not less than twenty years experience in operation of
tenant purchase loan schemes for over two thousand housing units at
one moment.
3. There is hereby established a fund to be known as the State  Establishment
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 purpase ol the
i . o6 g Frund.
property by the State Officers.
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S.(1) The capital of the fund shall consist of the initial capital of

one billion shillings appropriated by Parliament in the 201472015

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 operated by the
officer administering the Fund.

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

(a) Director of Administration:

(b) Director of Budgetary Supply;

(¢) Dircctor of Human Resources: and

(d) Director of Fiscal Decentralization.

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

(@ approve all housing development and financing proposals;

(b) approve criteria for the beneficiaries of the Fund: and

(¢)such other duty as may be directed by the Cabinet Sccretary

for the purposes of the proper management of the Fund.

(3) The advisory committee shall meet at least four times in a
year.

(4) The officer udminislcring the Fund shall be the Secretary of
the commitiee.

(5) The members of the committee shall elect a chairman from
amongst themselves,

(6) The quorum for a meeting of the committee shall be the
chairman and two other members,

(7) The chairman shall convene and preside at meetings of the
committee and in the absence of the chairman, by a member of he
committee, elected by other members presentin the mecting,

(8) The decision of the committee shall be by simple majority
and in the case of a tie, the chairman shall have u casting vote,

7.(1) Notwithstanding paragraph 6 (1), the Cabinet Secretary
iy appomt a-committee or bouard of an existing house mortgage
scheme fund in the public service to manage the State Officers House
Mortgage Scheme Fund,

(2) "The committee or bourd in sub-paragraph (1) shall be
deemed to have tuken the role off the Advisory Committee.

(3) The committee or board appointed under paragraph 7(1),
shall conduct its alfairs under the Public Finance Management (State
Officers House Mortgage Scheme Fund) Regulations, 2015 1o manage
the scheme

Capital of the
Fund.

Advisory
Committee of

the Fund.

Maunagement of
the Fund and
Scheme.,

-
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9. (1) A loan granted o a state officer who is in possession of a
titie deed (o the land on which the development is to be carried out.
shall be at the discretion of the Conumittee.

(2) The first disbursement shall be based on twenty Bive per cent
ol the cost ol construction.

Provided that the cost ol construction shall not exceed the
maxinium funding due to the borrower under these Regulations o
twice the open market value ol the land on which the residential
property is proposed to be constructed. whichever is less.

(3) A loan granted under these Regutations shall be funded at the
rale of ninety percent of the value of the property but shall not cacecd
the maximum loan threshold set in the Schedulte and this shall be based
on the ability to pay. and repaid by check off system.

(4h) The subsequent disbursements shall be based on the rate ol
completion of the various phases of development as certithied by
viluer, registered as sueh under Valuers Act at the cost ol the
borrower.

1O (1) A state officer who wishes 1o apply Tor o loan trom the

| Fund shall make such application to the officer administering the Fund
in such manner as the advisory committee may prescribe.

yinpanied by the tollowing documents where apphicable -

t (2) An application for a loan for construction purposes shadl he

() copies ol the designs ol the proposed residentiad properiy
?
|

dualy approved by the county authority within whose area it
is to be sitwated:

(b) priced bills ol quantitics i respect ol the proposed
development;

(¢) an olficial search of the tite to the property intended 1o be
purchased;
t (<) a certified copy ot the sale agreement relating 1o the
property:
) (¢) proof ol availability ol ten percent of the value ol the
" property; and
\ (f) any other document that the committee may require for the
{ purpose of determmmg the application.
' (3) The borrower shall bear the costs of stamp duty. transter fees,

legal fees and other related charges.

(4) The balance 1o the full value of the property, the stamp duiy
the transfer fee and other related charges shall be paid by the borrowes

vty s P A
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the eapiy date of such lease o at Ieast forty-five years from the date
the foan s granted

120 A loan granted under these Regulations  shall be

repayable wathim a penod of twenty years or before the borrower
attains the age ot seventy years, whichever is the earlier
() A stite ofhicer who s appomted at the age of seventy years o

above shalt be requied o repay the loan for the duration of the state
ollicer’s appomtment

(3) A bonower may give poor authonty in woting for Ins
pension dues o be utihized 1o clear any outstanding debt m case the
bortower retites betore tully repaying the Joan,

(4) Wheie the property 1s developed by the Fund for the
purposes of tenant purchase. the bortower shafl pay a deposit of ten per
ceptim of the value ot the property and shall subject to paragraph 5 he
gianted @ loan ot the remaining ninety per centum 1o he repawl
monthly and i accordance with these Regulations,

(5) The foan granted to a bortower under paragraph (4) shall not
eveeed the mavimam loan indicated m the Schedule |

P4 (1) The interest payable on a loan shall be at the rate of at
feast three per centum per annum on a monthly reducing balance or

such other rate as may from time to tme be determined by the
comnitee

() The mierest charged under this regulation shall be paid by
the botrower

4 (1) The Fund shall register a charge on any property financed
through a loan granted under these Regulations and such charge shatl
impose an obligation on the chargee —

() not to mortgage. charge. surrender the lease, or sel! or agree
1o sell or part with possession of the charged propety or
part thereol without the pror written  consent of  the
Commiltiee,

(b) w meet and pay all rates, rents. insurance and any other
outpoings in respect of the property and send the prool of
such payments to the committee: and

() o provide a trunster deed duly signed by the borrower and a
fetter authorizing the Fund 1o sell the property n case of
default in payment

(2 All residential properties puichased or developed through the
Fund shalf be of such standasds and constructed of such materials the
Commuttee may approve
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(¢) make no extension or any strucivral alteration o the property
or title thereto without the prior approval of the Commitiee,

(4) The commutiee shall grant only one Toan or one house 1o
State officer.

(5) Nouwithstanding paragraph (4) the Committee shall vrani
another Toan or ahouse o a state officer i event ol ¢hanee ol stitos o
maximum threshold, as long as there shall not be any outstandime Joan
repayment due 1o the Fund.

(0) Where the spouse of i State officer is also a State officer. the
granting ol a loan or house to one spouse shall not bar the other spouse
from benefliting from the Fund,

(7) Al Tegal documentation and disbursement of funds shall he
supervised by the officer administering the Fund.

I5.(1) A borrower shall take and maintain a life insurance policy
and a fire msurance policy with an insurance company approved by the
committee. the cost ol which shall be paid out of the Fund and debited
in the borrower’s account,

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

16. The originals of all documents relating o property financed
by a loan from the Fund shall be kept in safe custody by the officer
administering the Fund.

I7. The Advisory Committee shall be entitled 10 do evervihing
lawful and necessary 1o protect the Government's interest i the
property in respect of which a loan is granted.

I8. (1) Where a borrower defaults in the repayment of the loan
for a period of three consecutive months the advisory commitiee shall
reposes and sell the property to another deserving state officer.

(2) Where a borrower ccases 1o be a state officer belore 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
these Regulations provided that when the borrower defaults in a period
of four months the outstanding loan shall revert 1o previnlimg
commercial interest rate,

(3) Notwithstanding these Regulations, where o borrower Jeaves
service on - disciplinary grounds or resigns before serving tor the
contract period, the Committee may grant the borrower o masinnim
period of four months to repay the Tull outstanding loan or permit the
horrower to repav the outstanding loan at the prevailing market rate
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19 The officer administering the Fund shall: Adimmistration
. . ol the Fund
() open and manage a bank account tor the Fund:

() supervise and control the administration of the FFund:

(¢r utthize the mterest aceruing thereto 1o delray  operating
\,'\I‘\,'ll\\'\. and |||i|) Illll)l“‘C illly IL'&lSUllill)IL.' |C\l|’ik‘(l()“ or
other requorement coneernmy such use:

ity cause 1o be kept books ol account and other records i
relatnion to the Fund: and

ter prepare, sten and tansmit o the Auditor-General m respect
ol cach Timacn! year and within three months after the end
thereol, a stateiment ol accounts retating to the Fund,in such
detarls as the National Treasury may from tme 1o e
direct e accordance wath the Public Fianee Management No 18 ot 2012
Aat 20D

200 No person shadl sell or i any way tanster any property Transteronsale

acquired toaeh the Fand under these Regulations unless al:lung
) property

G period ol ot fess than cight years has expired from the
date

(e fmal paviment o the tull purchase price ol the
property together with such interest as may be due is

made. o

iy the tial repaymient of the Tull Joan advanced by the

Fand tovcthor with such mterest as maybe due s made.

(L the sale or tanster has been approved by the Advisory
Cotnmintee

21 Where the Advisory Commutiee approves the appointiment ol Duoes o
A tenant purchase nstitution or oo mortgage finance company o mongugye

. . mistnhon
administer the Fund, the mstitution shabl-

Gy operate mdivadual accounts for cach borrower and provide
detnls ol recoveries ol the loan:

(hy charge security on properties acquired through loans from
the tund o protect the terests of the Fund and act as a
custodian of such charges:

() dishurse cheques or tansfer funds for newly approved loans
o horrowers alter the necessary documentation is completed
by the Comnuttee:

Ghpay all owmgome and assue demand notices o defaulting
horrowers through the officer administering the Fund:
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22, The Fund may enter into a viable financing or development Fuancn,
partnership with a legal entity for the purposes of implum‘nung the  devciopn

S 1 « Partnersh
objectives of the Fund.

23. The Scheme May enter mto viable management partnership  Partiersd
with a scheme from any other public body. Witlicolhen

schemes
24. The Fund or, where apphicable. the tenant purchase  Meanascn
institution or mortgage finance company referred to under regulation voah
21, may charge an interest of not more than two per centum per annum
ol the value of the loan to cover its management costs.

25. These Regulations shall  be supplemented by such Miscellan,
requirements as may be detailed in the loan application form supplied
by the Fund and by the contract between the Fund and the borrower,

26. The Advisory Committee may from time to time recommend Ao
to the Cabinet Secretary any amendment to these Regulations, Rguhnmy

SCHEDULE

Beneficiaries  threshotd

Cabinet Secretaries
Attorney-General

Secretary to the Cabinet

Chief of the Kenya Detence Forces

| Governors of Counties

Up to forty million shilti;

Principals Secretaries
Members of Independent Commissions

Holders of Independent Offices (Controller of Budget,
[ Auditor-General)

A 7T thirty five million
shillings

Vice-Commander of the Kenya Defence Forees Up o l“hll'l_\ alhon shitly
[Commander ol the Kenya Air Foree i
Commander of the Kenyu Navy "
Director-General, National Intelhigence Service f
Inspector-General of Police [
|
|
|

Director of Public Prosecution
Deputy Governors

Deputy Constitutional Office Holders
Registrar of Political Parties
Other State Officers

Up o twenty  five
shillings

s of G()v_crnmcm Agencies 1

Dated the 27th February. 2015,

HENRY RO)1i¢



