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For discussion
FCR(97-98)74

on 5 December 1997

ITEM  FOR  FINANCE  COMMITTEE

HEAD  173 - STUDENT  FINANCIAL  ASSISTANCE  AGENCY

Subhead  001 Salaries

Subhead  149 General departmental expenses

Subhead  274 Student finance - grants

LOAN  FUND

HEAD  254 - LOANS  TO  STUDENTS

Subhead  101 Students of the universities, Lingnan College, technical colleges, Prince Philip Dental Hospital and Hong Kong Institute of Education

New Subhead “Non-means Tested Loan Scheme for students of government-funded tertiary institutions”
Members are invited to approve the following with effect from the 1998/99 academic year -

(a)
an expansion of the ambit of the Local Student Finance Scheme (LSFS) to provide grants and loans to local full-time students of the Hong Kong Academy for Performing Arts;

(b)
changes to the assessment formula and the asset test for in determining the level of financial assistance to students under the LSFS;

(c)
the delegation to the Secretary for the Treasury the authority to approve future annual revisions to the rates of  specified components in the new assessment formula according to movements in the Consumer Price Index (A); and

/(d) .....

(d)
the introduction of a new Non-means Tested Loan Scheme for tertiary students to complement the LSFS and replace the Extended Loan Scheme.

PROBLEM



It is not cost-effective for The existing arrangements for the Hong Kong Academy for Performing Arts (HKAPA) to operate its own separate financial assistance scheme for eligible students do not enjoy the economy of scale in operation. The existing assessment formula of the means-tested Local Student Finance Scheme (LSFS) is outdated and needs improvement to target more effectively the genuinely needy.  There are calls for the introduction of a complementary loan scheme on a non-means tested basis in order to provide financial assistance to students who prefer to pursue their tertiary studies without relying on family support.

PROPOSAL

2.

With the support of the Secretary for Education and Manpower, the Controller, Student Financial Assistance Agency (C,SFAA) proposes the following changes with effect from the 1998/99 academic year -

(a)
to expand the ambit of the LSFS administered by SFAA to cover full-time students of the HKAPA ; 

(b)
to enhance the efficiency, transparency and fairness of the LSFS by -

(i)
replacing the existing Annual Disposable Income (ADI) formula with the Adjusted Family Income (AFI) formula;

(ii)
replacing the existing asset test with a sliding scale of net asset values and a net asset ceiling of $500,000 (at 1996-97 prices) per household member, which wouldto be revised annually;

(iii)
simplifying the vetting procedures by requiring applicants to sign a declaration confirming the level of the household’s current net assets and conducting the authentication afterwards;

/(c) .....

(c)
the to delegateion of authority to the Secretary for the Treasury to revise annually in future the maximum limit of uncontrollable medical expenses allowed for deduction purpose, the cut-off points of the AFI ready reckoner, the asset ceiling and the sliding scale of net asset values according to movements in the Consumer Price Index (A); and

(d)
to introduce a new Non-means Tested Loan Scheme (NLS) for all eligible full-time students studying at Government-funded tertiary institutions to complement the LSFS andbut replace the Extended Loan Scheme (ELS).

JUSTIFICATION

Extension of the LSFS to cover students of HKAPA

3.

At present, all publicly-funded tertiary institutions except the HKAPA are covered by the LSFS. The HKAPA has since its inception in 1984 been administering its own student financial assistance scheme through the annual recurrent subvention it receives from the Government.  The eligibility criteria and methodology used by HKAPA in assessing the applicants and hence the level of financial assistance to needy students are generally the same as those under the LSFS.  The number of students receiving financial assistance from this scheme out of a student population of about 700 is around 250.

4.

We propose to expand the ambit of the LSFS to cover full-time students of HKAPA to centralise the so that we can achieve economy of scale through central administration of all financial assistance schemes for local tertiary students in all publicly-funded institutions of higher education and professional training.  The proposal will also also enable HKAPA to concentrate its resources on the pursuit of professional training for the performing arts.

Improvement to the Local Student Finance Scheme

Existing Assessment Formula
5.

The LSFS provides means-tested assistance in the form of grants and/or loans to needy tertiary students. The present assessment formula of the LSFS was first drawn up in 1969.  The means tests are divided into two tiers - the ADI which determines whether and if so, how much grants/loans the applicants are eligible, and an asset test which further discounts the amount by taking into consideration the assets of applicants’ families.

/6. .....

6.

The ADI formula based on ADI which is derived from deducting expenditure from income tends to provide less assistance to families which exercise prudence in spending but more assistance to those who choose to spend more,  particularly on real estate.  Furthermore, the co-existence of an income factortest and an expenditure factortest makes the assessment formula and vetting procedures complex and time-consuming to administer.

7.

The present asset test favours the holding of real properties over liquid assets such as bank deposits and shares.   For instance, if a student’s family owns a second flat for investment (irrespective of its worth) and the parents are holding liquid assets worth less than $320,000 (at 1996-97 price level), the applicant may be eligible for some loans under the LSFS.   But if the applicant’s family lives in a rented flat without other property and holds liquid assets in excess of $450,000, he/she would not be eligible for any financial assistance, irrespective of the applicants’ family income.

New Assessment Formula

(a) Adjusted Family Income

8.

We recommend adopting the AFI formula to replace the ADI as the first tier of the means test under the LSFS.  Under the AFI, we will dispense with the expenditure component of the ADI to enhance simplicity, efficiency and fairness of the Scheme and remove the favourable treatment to households which choose to spend more.  The AFI will also minimise intrusion into the privacy of applicants and their families.

9.

Notwithstanding the general principle recommended in paragraph 8 above, we propose that medical expenses for household members who are chronically ill or permanently incapacitated should, as an exception, be deducted from the family income, up to a maximum of $13,900 per annum (at 1996-97 price level) for each household member, which wouldto be revised annually.  The proposal will ensure that the revised formula does not cause hardship for applicants with chronically ill family members.

10.

We further recommend to retain the present formula in calculating household income except that studentships for research students, which are a regular income to support their academic and living expenses, should also be counted.

/11. .....

	Encl. 1
	11.

A comparison of ADI and AFI  is at Enclosure 1.


	Encl. 2
	12.

Based on the actual provision for financial assistance under the existing LSFS in 1996-97, C,SFAA, with the assistance of the consultants, has prepared a ready reckoner for that year to relate the applicants’ family income under the AFI formula towith their eligibility for assistance.   This will enhance the transparency and efficiency of the means test.  We recommend that the ready reckoner at Enclosure 2, which reflects the 1996-97 price level, be adopted and be adjusted annually. 


(b) Asset test

	Encl. 3
	13.

We propose to revise the existing asset test (at Enclosure 3) to treat liquid and fixed assets on the same basis in order to enhance equity.   This is in line with the practice adopted in other Government assistance schemes, such as the Public Rental Housing Scheme. 


	Encl. 4
	14.

We also propose that the net asset ceiling per household member be fixed at $500,000 (at 1996‑97 price level) because an applicant living solely on the investment proceeds of $500,000 worth asset, at a reasonable rate of return, will approach the cut‑off point in the AFI ready reckoner which disqualifies him from receiving any assistance.  Setting the net asset limit on a per capita basis, rather than on a household basis, will avoid hardship on large size families and unjustified generosity towards smaller ones.  We also propose to adopt a sliding scale  (at Enclosure 4) which sets out the discount factors for different levels of net assets below the asset ceiling.  We further recommend that the net asset ceiling and the sliding scale be revised in line with future adjustments to the AFI ready reckoner.


15.

Given that home ownership is generally accepted as a legitimate aspiration of ordinary families and that the rate of return from the first home used for self-occupation by the family concerned is more theoretical than real, we recommend that the value of thae first home be discounted  in calculating the net assets of applicants’ families.

	Encl. 5
	16.

BroadlyOverall speaking, about the same number of students will continue to be eligible for financial assistance under the revised formula.  Enclosure 5 gives a comparison of the implications of the existing and proposed means tests on typical households. 


/17. .....

17.

To simplify the vetting procedures and speed up payment of financial assistance, we recommend that a simple asset declaration arrangement be adopted. C,SFAA will ask applicants to provide details of their assets and sign a declaration confirming the level of the household’s existingcurren net assets.  C,SFAA will conduct the authentication of applications after the vetting procedures and payment of financial assistance and rectify any deficiencies identified to ensure that the integrity of the scheme is safeguarded.

Delegation of Authority

18.

We propose that Members delegate to the Secretary for the Treasury the authority to revise annually in future the level of uncontrollable medical expenses for deduction, the AFI ready reckoner,  the asset ceiling and the sliding scale of net asset values as set out in paragraphs 9, 12 and 14 above according to movements ofin the Consumer Price Index (A).

Introduction of a Non-Means Tested Loan Scheme

Objectives

19.

We also propose to introduce a new NLS for tertiary students to complement the LSFS and replace the ELS in order to -

(a)
offer a new channel of finance to those students who prefer to pursue their tertiary studies on their own without relying on family support;

(b)
assist those students who cannot obtain financial support from their families due to domestic problems or special family circumstances but do not wish to reveal them to the SFAA tudent Financial Assistance Agency as required under the means-tested LSFS;

(c)
enable students to meet education-related expenses not currently covered by the LSFS, e.g. purchase of personal computers; and

(d)
relieve students from having to work part-time for excessive hours and/or resort to high-interest commercial credit facilities to finance their living costs and other academic expenses.

/Loan .....

Loan ceiling 

20.

We propose capping the loan ceiling of the applicants at the tuition fee level commensurate with their level of studies.  Successful LSFS applicants may also apply for loans under the NLS to top up to the difference between the maximum financial assistance under the LSFS and the actual financial assistance already given to them under the LSFS, provided that the NLS loan ceiling will not be exceeded.  To prevent possible abuses of NLS for non-educational purposes, the loans will be disbursed to the relevant institutions direct.

No-gain-no-loss and cost recovery basis

21.

We consider it unjustified for taxpayers to subsidise students who either fail the means test or are not prepared to be means-tested.   We therefore recommend that the NLS should operate on a no-gain-no-loss and cost-recovery basis.  On this basis, we recommend that we should adopt the Civil Service Housing Loan Scheme Interest Rate (CSHLS), which is at no-gain-no-loss to Government, plus together with a 1.5% risk adjustment factor be adopted for the NLS.  The risk factor seeks to cover the risks incurred by the Government in disbursing unsecured loans.  Interest will be charged on the capital once the loanNLS is drawn down and on the reducing capital throughout the repayment period.  We will also charge an administrative fee calculated on a full cost recovery basis, to be adjusted periodically, upon application and annually thereafter until full repayment of NLS loans.

Loan repayment
22.

Having considered the general salary trends of graduates, we propose that the NLS loans be repaid in 40 quarterly instalments within ten years after graduation or termination of study.  Loan recipients may choose to make early repayment of the loans.

FINANCIAL  IMPLICATIONS

Extension of LSFS to cover students of HKAPA
23.

We estimate that the proposed extension of LSFS to cover HKAPA students will require financial provision of $15,732,000 ($8,268,000 in grants and $7,464,000 in loans) in 1998-99.  Subject to Members’ approval of the proposal, we will correspondingly reduce the recurrent subvention under Head 177 Subventions: Non-departmental Public Bodies Subhead 459 Hong Kong Academy


/for .....

for Performing Arts to reflect the transfer of proposed change in the administration of the scheme.  To cope with the additional workload, C,SFAA estimates that one Senior Clerical Officer and one Assistant Clerical Officer posts are required.  There will be corresponding staff savings in the HKAPA which would be deployed to perform the Academy’s teaching function.

Improvement to the LSFS

24.

As a result of the streamlining of the application procedures, C,SFAA estimates that he would save about ten10 full-time staff.   The latter will be redeployed to implement the safeguarding measures aimed atwith a view to further strengthening the integrity of the LSFS.  C,SFAA will shorten the processing time for LSFS applications from three months to two months through simplification of vetting procedures and enhanced computerisation.

25.

We estimate that the replacement of the ADI formula with the AFI formula would not have significant financial implications for Government.   Based on the profile of students in the 1996-97 application exercise, adoption of the AFI formula is unlikely to affect the total amount of grants and loans disbursed under the LSFS.   With the exception of a small number of applicants from the high-income and high-expenditure families who may no longer be eligible for assistance, we expect more or less the same number of students to benefit although the actual level of assistance they receive may differ depending on individual family circumstances. 

Non-means tested loan scheme

26.

As regards the NLS, we estimate, based on assumed take-up rates, that loans provided to eligible full-time students under the NLS in 1998-99 would be about $1,274 million.  This will be partly offset by a reduced loan requirement of $86 million as a result of the discontinuation replacement of the ELS.  The exact amount of loans required will depend on the number of eligible students and the take-up rate.  Thus, as in the case of other loan schemes for students, we will estimate and include provision for making loans to students under the NLS in the annual estimates of the Loan Fund.
27.

In addition, SFAA will incur a recurrent cost of $8,368,000 in
1998-99,  rising to $10,746,000 in 2001-02, for administering the NLS.  The cost is made up as follows -

/(a) .....

	
	
	1998-99
	1999-2000
	2000-01
	2001-02

	
	
	$'000
	$'000
	$'000
	$'000



	(a)
	Recurrent staff costs
	5,386
	6,804
	6,804
	6,804



	(b)
	Departmental expenses
	2,982

_____
	3,284

_____
	3,613

_____
	3,942

_____

	
	
Total
	8,368

_____
	10,088

_____
	10,417

_____
	10,746

_____

	
	
	
	
	
	


28.

As regards paragraph 27(a),  the expenditure is for the creation of 14 non-directorate posts including one Executive Officer I, one Executive Officer II, one Senior Clerical Officer, four Clerical Officers, six Assistant Clerical Officers and one Clerical Assistant.  The expenditure will rise from 1999‑2000 onwards due to the need for four additional Assistant Clerical Officer and one Clerical Assistant posts to manage loan repayments.

29.

As regards paragraph 27(b), the expenditure is for data processing, records management and employment of temporary clerical staff.

30.

If Members approve the proposals, we will include sufficient provision in the 1998-99 draft Estimates to meet the additional requirements.

Non-recurrent expenditure

31.

C,SFAA will enhance the computer system in order to support the operation of the improved scheme and the NLS.  We will conduct a feasibility study to identify the specific enhancement requirements and ascertain the funding requirements shortly.  Additional funds required will be sought in the normal manner.

Impact on fees and charges
32.

The improvement to the LSFS will have no impactlications on fees. As regards the NLS, the SFAA will charge an administrative fee upon application and annually until the loans have been fully repaid.  According to SFAA’s preliminary calculation, the administrative fee will be at full costs incurred in processing an application and administering a loan repayment account will be around $185 per annum at 1998‑99 price level based on the full in line with the no-gain-no-loss and cost recovery principles.  The rate will be subject to annual adjustments.

/Implementation .....

Implementation Plan

33.

Subject to Members’ approval of the proposal, we will improve the LSFS , extend the scheme to include the HKAPA students and introduce the NLS with effect from the 1998/99 academic year.

BACKGROUND  INFORMATION

34.

To ensure that no qualified student will be denied access to tertiary education because of a lack of means, Government administers the LSFS to provide financial assistance in the form of grants (to cover tuition fees, academic expenses and compulsory student union fees) and/or loans (to cover living costs).  In 1996‑97, a total of $968 million in grants and $945 million in normal and extended loans were provided to 37 502 eligible full‑time local students (or about 60% of the student population) of specified tertiary institutions.  Successful applicants on average received $27,985 in grants and/or $24,566 in normal loans in 1996-97.

35.

The ELS was introduced in the 1995/96 academic year as an additional component of the LSFS to help those applicants who have marginally failed the means test as well as successful applicants who receive a low level of financial assistance under the LSFS.

36.

The HKAPA is a publicly-funded institution of higher education and professional training for the performing arts and related technical and media arts.  It has fully developed into a degree-awarding institution offering degree in addition to diploma and certificate programmes.  Its tuition fees are pegged to the respective level of courses offered by University Grants Committee-funded institutions. Using subvention provided by the Government, HKAPA is administersing a scheme of grants and loans for needy students studying in its full-time sub-degree and degree programmes. The objective of the scheme, which is in line with that of the LSFS, is to ensure that no qualified students would be denied access to tertiary education because of a lack of means.

/37. .....

37.

In 1995, the SFAA commissioned a consultancy to review the cost-effectiveness and efficiency of the LSFS.  The study was completed in 1996, followed by public consultation.  The Joint Committee on Student Finance (JCSF), which advises the Government on the operation of the LSFS, had considered the consultants’ recommendations in the light of public feedback.  The present proposal to improve the LSFS and introduce the NLS is based on the key recommendations made by the JCSF.

----------------------------------------------

Education and Manpower Bureau

November 1997

Enclosure 1 to FCR(97-98)74

Comparison of the Annual Disposable Income (ADI) Formula 

With the Adjusted Family Income (AFI) Formula

	Existing ADI Formula
	Proposed AFI Formula

	(A)
Calculation of ADI
	(A)
Calculation of AFI

	(1)
Total income is the sum of -


(i)   income of parents


(ii)  30% of income of unmarried siblings living  together
	(1)
Total income is the sum of -


(i)   income of parents


(ii)  30% of income of unmarried siblings living  together


(iii) studentship(s) of applicant

	(2)
Household members include -


(i)   applicant


(ii)  applicant’s parents


(iii) applicant’s unmarried siblings living together

 
	(2)
Household members include -


(i)   applicant


(ii)  applicant’s parents


(iii) applicant’s unmarried siblings living together

 (iv) dependent grandparents living together 


	(3)
Deductible expenses, if any, including -


(i)
accommodation expenses of second and subsequent year applicant and siblings living outside the home


(ii)  school fees of siblings


(iii) medical expenses


(iv) grandparent allowance


(v)  mortgage or rent payment

subject to production of documentary proof and maximum limits. 
	(3)
No deductible expenses, except for household members who are -


chronically ill; or


permanently incapacitated

and subject to production of receipts and a maximum limit ($13,900 at 1996-97 price level) to be revised annually. 

	(4)
ADI = [ (1)  -  (3)  +  assumed return on liquid assets ]  (  (2) 
	(4)
AFI = [ (1) - (3)] ( [(2) + 1* ]


* A “plus-one” factor is added to the household size to protect small families.

	(B)
Grant / Loan Caculation under ADI
	(B)
Grant  / Loan Calculation under AFI

	(5)
(i)
60% of ADI offsets the maximum grant, difference is the grant payable


(ii)
40% of ADI offsets the maximum loan, difference is the loan payable
	(5)
Use a ready reckoner which relates the AFI with applicant’s eligibility for assistance to determine the % of maximum grant / loan to be awarded. (see Enclosure 2 for details)

	(C)
Asset Test
	(C)
Asset Test

	(6)
Assistance reduced or refused if liquid asset and /or fixed assets exceed prescribed limits. (see Enclosure 3 for details)
	(6)
Assistance reduced or refused by using a sliding scale of asset value which sets out the discount ratio for the reduction in the level of grants and loans. (see Enclosure 4 for details).


Enclosure 2 to FCR(97-98)74

Ready Reckoner under the new Adjusted Family Income (AFI) Formula

The new AFI formula will be used as the first tier of the means test under LSFS.  The following ready reckoner sets out the percentage of maximum grant/loan in relation to respective AFI groups.  The grant/loan calculated on the basis of the ready reckoner will also be subject to the second tier of the means test  (i.e. the asset test at Enclosure 4).

	
	AFI groups between
	% of Maximum Grant
	% of Maximum Loan

	A
	0
	18404
	100%
	100%

	
	18405
	20436
	95%
	96%

	B
	20437
	22468
	91%
	92%

	
	22469
	24500
	86%
	88%

	
	24501
	26528
	82%
	83%

	
	26529
	28516
	72%
	72%

	C
	28517
	30504
	63%
	61%

	
	30505
	32492
	53%
	50%

	
	32493
	34477
	44%
	39%

	
	34478
	36416
	36%
	31%

	D
	36417
	38355
	28%
	24%

	
	38356
	40294
	21%
	16%

	
	40295
	42230
	13%
	9%

	
	42231
	44226
	11%
	8%

	E
	44227
	46222
	8%
	6%

	
	46223
	48218
	6%
	4%

	
	48219
	50212
	4%
	2%

	F
	
	>50212
	0%
	0%


Enclosure 3 to FCR(97-98)74
CURRENT ASSET TEST UNDER THE LSFS
The current asset test under the LSFS is the second tier of the means test which discounts the level of grant/loan determined under the Annual Disposable Income (ADI) formula with reference to the assets held by the applicants’ families.   Below are the guidelines used by the Secretariat of the Joint Committee on Student Finance in 1996-97 for dealing with assets held by the applicants’ families.

	
	
	Liquid  Assets

	
	Parents
	A
	B
	C
	D
	E

	
	Economically active


	Below $320,000
	$320,001 - $360,000
	$360,001 - $410,000
	$410,001 - $450,000
	Over

$450,000



	1.
	Living in rented/self-owned flat without property


	No change
	Grant not to exceed 50% of tuition fee with loan unchanged
	Loan only
	
	

	2.
	Living in rented/self-owned flat and owning another flat for self-occupation


	Grant not to exceed amount of tuition fee with loan unchanged
	Loan only
	Half loan
	
	

	3.
	Living in rented/self-owned flat and owning another flat for investment


	Grant not to exceed 50% of tuition fee with loan unchanged
	Half loan or loan not to exceed the amount of tuition fee whichever is less
	No
	award
	

	4.
	Living in rented/self-owned flat and owning two other flats or more
	
	
	
	
	


	
	
	Liquid  Assets
	

	
	Parents
	F
	G
	H
	I
	J
	K

	
	Economically Inactive


	Below $320,000
	$320,001 - $360,000
	$360,001 -

$410,000
	$410,001 - $450,000
	$450,001 - $570,000
	Over

$570,000



	5.
	Living in rented/self-owned flat without property


	No change
	Grant not to exceed amount of tuition fee with loan unchanged
	Grant not to exceed 50%  of tuition fee with loan unchanged
	Half Loan
	
	

	6.
	Living in rented/self-owned flat and owning another flat for self-occupation


	Grant not to exceed amount of tuition fee with loan unchanged


	Grant not to exceed 50% of tuition fee with loan unchanged
	Loan only
	Half loan or loan not to exceed amount of tuition fee whichever is less
	
	

	7.
	Living in rented/self-owned flat and owning another flat for investment


	Grant not to exceed the amount of tuition fee with loan unchanged
	Loan only


	Half Loan
	No
	award
	

	8.
	Living in rented/self-owned flat and owning two other flats or more
	
	
	
	
	
	


Enclosure 4 to FCR(97-98)74

New Asset Test :
Sliding Scale of Asset Value for

Discounting Grant and Loan Assistance 

Asset Test

The asset test will be used as the second tier of the means test under the LSFS. The following sliding scale sets out the discount factor to be applied to the grant/loan level calculated under the AFI ready reckoner at Enclosure 2.

	Asset Level per 

Household Member
	Discount Factor of 

Grant and Loan Assistance



	Over $500,000


	0%

	Over $420,000 - $500,000


	20%

	Over $340,000 - $420,000


	40%

	Over $270,000 - $340,000


	60%

	Over $180,000 - $270,000


	80%

	 $180,000 or below
	100%




Illustration:

Given:

notional maximum grant in 1996‑97:
$42,450

maximum loan in 1996-97:
$33,050

Applicant’s AFI:
$32,000

Applicant’s per capita net asset worth
$250,000

(excluding the value of the first home):

First Tier of Means Test (using the AFI formula at Enclosure 2):

entitled grant:
$42,450 x 53% = $22,499

entitled loan:
$33,050 x 50% = $16,525

Second Tier of Means Test (using the above sliding scale):

entitled grant:
$22,499 x 80% = $17,999

entitled loan:
$16,525 x 80% = $13,220
Enclosure 5 to FCR(97-98)74

Comparison of Existing and Proposed Means Test :

Implications on Typical Households

	
	Notional maximum grant (96-97)
	$
	42 450
	
	
	

	
	Maximum loan (96-97)
	$
	33 050
	
	
	

	
	
	
	
	
	
	

	Item
	Group (note 1)
	
	A
	B
	C
	D

	
	Household Profile
	
	
	
	
	

	(A)
	Household Size:
	
	4
	4
	4
	4

	
	Total Household Income (note 2):
	
	
	
	
	

	
	   Monthly
	$
	35 000
	7 500
	7 500
	12 000

	(B)
	   Annual
	$
	420 000
	90 000
	90 000
	144 000

	
	Deductible Expenditure
	
	
	
	
	

	(C)
	   Medical Expenses
	$
	12 000
	0
	0
	12 000

	
	   Mortgage/Rent
	$
	168 000
	12 000
	12 000
	18 000

	
	   School Fees
	$
	13 800
	0
	0
	1 000

	(D)
	   Sub-total
	$
	193 800
	12 000
	12 000
	31 000

	
	Net Asset:
	
	
	
	
	

	(E)
	   Liquid
	$
	300 000
	450 001
	200 000
	250 000

	
	   Fixed (excluding first home)
	$
	5 000 000
	0
	0
	0

	
	Existing Means Test
	
	
	
	
	

	(F) = [(B) + deemed income on (E)-(D)]/(A)
	ADI
	$
	59 400
	23 775
	21 400
	30 625

	(G)
	grant calculated under ADI
	$
	6 800
	38 910
	40 620
	33 700

	(H)
	loan calculated under ADI
	$
	9 250
	30 650
	31 800
	27 200

	
	Existing Asset Test
	
	
	
	
	

	(I)
	grant awarded
	$
	6 800
	0
	40 620
	33 700

	(J)
	loan awarded
	$
	9 250
	0
	31 800
	27 200

	
	New Means Test
	
	
	
	
	

	(K) = [(B)-(C)]/[(A)+1]
	AFI
	$
	81 600
	18 000
	18 000
	26 400

	(L)
	grant calculated under AFI
	$
	0
	42 450
	42 450
	34 800

	(M)
	loan calculated under AFI
	$
	0
	33 050
	33 050
	27 400

	
	New Asset Test
	
	
	
	
	

	(N)
	grant awarded
	$
	0
	42 450
	42 450
	34 800

	(O)
	loan awarded
	$
	0
	33 050
	33 050
	27 400

	
	Difference (New Vs Existing)
	
	
	
	
	

	(P) = (N)-(G) 
	grant awarded
	$
	(6 800)
	42 450
	1 830
	1 100

	(Q) = (O)-(H) 
	loan awarded
	$
	(9 250)
	33 050
	1 250
	200


Notes:

(1)
See detailed elaboration in the Explanatory Notes.

(2)
Total Household Income is the sum of the parents’ income and 30% of the income of siblings living together with the applicants.

/Explanatory .....

Explanatory Notes:


The above table shows the level of financial assistance awarded to four different groups of households under the existing and the proposed formula.  Overall speaking, roughly the same number of students will continue to be eligible for financial assistance under the proposed scheme.  Some applicants (notably those low income low expenditure group) will be better off whereas those high income high expenditure group will become worse off.

2.

To illustrate this point, we have selected four different household groups for comparison.  They are:

	Group
	Income
	Expenditure
	Liquid Asset
	Fixed Asset

(excluding first home)

	A
	High 
	High
	Medium
	High

	B
	Low
	Low
	High
	Low

	C
	Low
	Low
	Low
	Low

	D
	Low
	High
	Low
	Low


Group A

Group A is a sandwich class household earning $35,000 a month, with some liquid asset but owning a second flat.  As this household incurs huge deductible expenditure notably in mortgage repayment, its ADI is correspondingly reduced.  The applicant is therefore entitled to a reasonable level of grant ($6,800) and loan ($9,250) calculated under the ADI.  Since the existing asset does not take full account of the fixed asset, the applicant’s grant/loan will not be affected even though its family owns a second flat with net worth of $5 million.  However, this household, which is not genuinely needy by our community standard, will not receive any financial assistance under the new formula.

Group B

Group B is a low-income low-expenditure household with some liquid assets (e.g. retirement benefits) but no fixed asset.  The fact that the family has more than $450,000 liquid asset (e.g. shares or bank deposits) disqualifies the applicant from receiving assistance under the existing formula.  Nevertheless, this low income family will be entitled to maximum grant and loan under the new formula.

Group C

Group C is a low-income low-expenditure household with little liquid or fixed asset.  Its entitled grant and loan under the new formula will increase by about 5%.  Under the new formula, both Groups B and C, which earn the same income, will obtain the same level of grant/loan (in this case, the maximum grant and loan), as long as their asset per household does not exceed the lowest limit under the sliding scale at Enclosure 4.

Group D

Group D is a relatively low-income household.  It will continue to be allowed to claim uncontrollable medical expenses as at present.  Its grant and loan awarded will remain broadly the same.

