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Notes for Beneficiaries under Mortgage Interest Subsidy Scheme 
(These notes should be retained for future reference) 

INTRODUCTION 
 Payment of interest subsidy benefits to successful applicants under the 
Mortgage Interest Subsidy Scheme (“MISS”) is governed by the Terms and 
Conditions (“T& C”) of the MISS.  These notes are intended to highlight some of the 
requirements of the T & C which the beneficiaries must observe. 

PREVENTION OF DOUBLE HOUSING BENEFITS 
2. It is government policy that an employee receiving assistance under the 
MISS and his/her spouse should not receive double housing benefits.  This policy is 
strictly enforced (Clause III.2).  
 
3. It is the responsibility of an employee receiving interest subsidy to 
observe the rules on the prevention of double housing benefits.  When in doubt, he/she 
should seek clarification from the MISS Unit of the Education Bureau.  Further details 
on double housing benefits will be provided on request. 
 
4. It is also the responsibility of the beneficiary to report any changes in 
circumstances which may affect his/her entitlement to the interest subsidy under the 
MISS.  Examples of such changes include change in the beneficiary’s marital status or 
in his/her spouse’s entitlement to housing benefits.  A beneficiary must notify the 
Permanent Secretary for Education/Director of Social Welfare/Director of 
Health/Commissioner for Rehabilitation (“Permanent Secretary/Director”) in writing 
immediately of any change in marital status and in any event within two months 
from the date of marriage.  A beneficiary who will infringe the Double Benefits Rule 
by virtue of his/her marriage must furnish a declaration to the Permanent 
Secretary/Director within two months of his/her marriage to the effect that he/she 
elects for either the mortgage interest subsidy or the housing benefits of his/her spouse 
(Clause VIII.3, V.2 and V.3). 
 
5. The beneficiary should note that participation in the MISS may have 
implication(s) on any other housing benefits that may be offered to him/her or his/her 
spouse by any employer(s) in future. 

LIVE-IN REQUIREMENT 
6. The beneficiary must personally live in the property as his/her full-time 
residence and is not permitted to rent out the property (including car parks, if any) in 
respect of which he/she is receiving interest subsidy for so long as the interest subsidy 
is received (Clause III.6). 
 
7. In the case of an uncompleted property which is subsequently 
completed, the beneficiary is required to comply with the Live-in Requirement 
within two months after he/she has executed the legal mortgage on completion, and 
in any event, within two years from the date that interest subsidy first becomes 
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payable, unless he/she has obtained an extension approved by the Permanent 
Secretary/Director (Clause III.6). 
 
ADDITIONAL FACILITIES 
8.     Without the written approval of the Permanent Secretary/Director, a 
beneficiary must not obtain additional financing or facilities on his/her property 
after joining the MISS, whether by creating any additional mortgage or charge on the 
property or obtaining additional facilities through remortgaging the property with a 
new lending institution. Permanent Secretary’s/Director’s approval is normally not 
given and would only be considered under very exceptional circumstances (e.g. 
genuine financial hardship of the beneficiary) evidenced by adequate documentary 
proof. This rule is applied strictly. If the beneficiary has serious financial hardship, 
he/she must obtain approval from the Permanent Secretary/Director before he/she 
seeks additional facilities against his/her property from the lending institution. 
Applications for covering approval will not be considered (Clause VIII.5).  In the 
event that approval is granted, the interest rate for the purpose of calculating the 
interest subsidy will be: 

(i) the outstanding mortgage interest rate charged by the lending institution 
or the applicable interest rate; or 

(ii) the new mortgage interest rate charged by the lending institution after 
obtaining additional facilities; 

whichever is lower. 

DISPOSAL OF PROPERTY and CHANGE OF PROPERTY 
9. A beneficiary who disposes of his/her property or discharges the 
mortgage before the end of entitlement period will be deemed to have irrevocably 
given up his/her right to participate in the MISS as from the date of the disposal or 
discharge as aforesaid (Clause VIII.1).  If he/she wishes to continue to receive 
interest subsidy, he/she must obtain approval for him/her to change property before 
he/she disposes of his/her property (see paragraph 11 below). 
 
10 In disposing of the property under the MISS and thereby relinquishing 
any further right to interest subsidy, a beneficiary must notify the Permanent 
Secretary/Director in writing at least 14 days before the scheduled completion date 
of such disposal of the property and the scheduled date of the discharge of the 
mortgage. 
 
11. If a beneficiary intends to continue to receive interest subsidy under the 
MISS after changing property, he/she must apply beforehand for the approval of 
the Permanent Secretary/Director (Clause VIII.1). 
 
12. The acquisition of the second property must be completed within six 
months from the date of approval by the Permanent Secretary/Director.  If the 
acquisition cannot be completed within this time limit, the beneficiary must apply to 
the Permanent Secretary/Director for an extension (Clause VIII.1). 
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13. As the main objective of the MISS is to assist an employee in home 
ownership, he/she is not allowed to profiteer from the MISS.  Accordingly, in 
changing property the beneficiary is required to sell his/her first property and after 
retaining there from a sum up to a maximum of 10% of the appraised value of the 
second property, apply the net sale proceeds in the acquisition of the second 
property; the maximum amount of permissible loan on the second property will 
thus be limited. Guidelines to illustrate this principle are set out in Annex and Worked 
Examples 1 and 2 (Clause VIII.1). 
 
14. The loan for the purpose of calculating the interest subsidy in respect of 
the second property will be the outstanding ‘loan’ as reduced under Clause IV.2 at the 
time of disposal of the first property or the outstanding mortgage loan on the second 
property, whichever is less. 
 
15. If the second property is acquired before the date of a beneficiary’s 
application to change property, such mortgage loan will be further reduced by any 
downpayment and instalments already made on the second property before the date of 
his/her application (Clause VIII.1).  Please refer to the Worked Example 2 at  Annex. 
 
16. The beneficiary’s eligibility to receive interest subsidy in respect of 
his/her second property will be subject to the fulfilment of all the relevant T & C, 
particularly application of net sale proceeds rule governing the purchase of second 
property.  The exact amount of net sale proceeds cannot be ascertained until the first 
property is sold.  Therefore, even though a second property may already have been 
purchased, the interest subsidy will continue to be paid on the first property until it is 
sold, subject to the beneficiary’s continuation to comply with the Live-in Requirement 
by residing in the first property, as well as the beneficiary’s meeting of all the other T 
& C of the MISS. 
 
17. The actual interest rate charged by the lending institution on the 
mortgage of the second property, subject to a ceiling of 12% per annum, will be used 
for determining the interest subsidy in respect of the second property for the 
remainder of the beneficiary’s entitlement period. 
 
 
APPLICATION FOR APPROVAL TO CHANGE MORTGAGE(S)/ 
MORTGAGE TERM(S) 

18. The beneficiary must ensure that there will be no variation to the terms 
and conditions of the Mortgage from that in existence at the time of the Formal 
Approval, save as provided under Clause IV.4(e) (Clause VII.1). 
 
19. The beneficiary is required to apply for approval from the Permanent 
Secretary/Director before the following changes are effected : 
 

(i) Change of lending institution  - the beneficiary must obtain prior 
written approval of the Permanent Secretary/Director (determined on 
the merits of the case).  If prior approval has not been obtained, a 
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discharge of his/her existing mortgage will result in the cessation of 
payment of interest subsidy to him/her and forfeiture of the remainder of 
his/her entitlement to subsidy under the MISS (Clause IX.1); 

 
(ii) Variation to repayment period (except where the variation is a result 

of mortgage interest rate change arising from changes in prime lending 
rate) - the beneficiary must apply for and obtain the approval from the 
Permanent Secretary/Director in writing within 14 days before such 
variation (Clause VIII.2). 

 

NOTIFICATION FOR CHANGES IN CIRCUMSTANCES 
20. It is also the responsibility of the beneficiary to notify the Permanent 
Secretary/Director after the following changes in circumstances: 
 

(i) Changes in interest rate not related to movements in the best 
lending rate  -   the beneficiary should apply in writing to the 
Permanent Secretary/Director within 14 days for recognition of such 
changes (Clauses IV.3 and IV.4); 

(ii) Upon completion of an uncompleted property, a subsequent legal 
mortgage is taken out which results in any adjustment in the actual 
interest rate charged by the lending institution  - the beneficiary must 
inform the Permanent Secretary/Director in writing as soon as possible 
so that an appropriate adjustment to the interest subsidy can be made 
(Clause IV.3); 

(iii) Early partial repayment - a beneficiary must, within 14 days from the 
partial repayment, notify the Permanent Secretary/Director in writing of 
the revised outstanding Mortgage Loan and repayment period (Clauses 
IV.4 and VIII.4); 

(iv) A successful applicant’s entitlement to receive interest subsidy will 
cease under the following circumstances during the 120 months’ 
entitlement period (Clauses V  and  IX.1) : 

 
 

(a) upon ceasing to be a full-time employee (including retirement) of 
any school/organization covered by the MISS or upon ceasing to 
hold a subvented post (including retirement) in any 
school/organization covered by the MISS; or 

 
 
 

(b) in the case of a teacher in an aided school, upon withdrawal of 
provident  fund benefits or closing of the contributor’s account of 
the provident fund in accordance with rules made under the 
Education Ordinance (Cap 279) unless his eligibility is preserved 
under the approved arrangements for aided schools to switch to 
Direct Subsidy Scheme; or 
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 (c) when he/she dies; or 
 (d) when the employee’s spouse receives any other housing benefits, 

in which case the employee must immediately notify the 
Permanent Secretary/Director in writing; or 

 (e) when the mortgage is discharged; or 
 (f) when the mortgage is foreclosed for whatever reasons; or 
 (g) when the participant is disqualified or is subject to other sanctions 

under the provision of Clause XIII.1 of the T & C. 

A beneficiary must immediately notify the Permanent 
Secretary/Director in writing of the occurrence of the above events, 
except (c) and (g) (Clause IX.2). 

 
21. A beneficiary and his/her spouse will not be allowed to apply for 
Interest Subsidy under the MISS again in future if he/she has ceased to be eligible for 
Interest Subsidy (Clauses III.1, IX.1 and XIII.1), except in the circumstances 
specified in Clause III.1.  The cessation may also have implications on the 
beneficiary’s and/or his/her spouse’s eligibility for housing benefits provided by the 
Government, other public funded organizations or private employers in future. 
 

EMPLOYEE’S OBLIGATION 
22. A beneficiary must ensure that each of the criteria for eligibility under 
the MISS remains fulfilled and that all the T & C of the MISS are complied with for 
so long as he/she is receiving interest subsidy under the MISS (Clause VII.1).  If in 
any doubt, full facts should be declared to, and advice sought from, the Permanent 
Secretary/Director. 
 
DISQUALIFICATION, ETC. 
23. A beneficiary who has furnished any incorrect, false or misleading 
information, or who is in breach of any of the T & C of the MISS may be subject to 
one or more of the following sanctions (Clause XIII) : 
 (a) cessation of interest subsidy; 
 (b) refund of interest subsidy paid to him/her; 
 (c) disqualification from any further participation in the MISS; and 
 (d) civil and/or legal proceedings against him/her. 
 
 
 
Mortgage Interest Subsidy Scheme Unit 
Administration Division 
Education Bureau 
July 2007 
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                                                                                             Annex 
 

    Guidelines on the application of Net Sale Proceeds under 
Clause VIII.1 of the Terms and Conditions of 

Mortgage Interest Subsidy Scheme (T&C) 
  
 Clause VIII.1 of T&C states that 
  
  "...the Employee must sell the Property and apply the net sale 

proceeds ("Net Proceeds") in the acquisition of the Second 
Property...". 

  
For the avoidance of doubt, 
 

(a) Net Proceeds (See Clause VIII.1) are determined by the selling 
price of existing property reduced by - 

  
 (i) the outstanding principal of mortgage loan on the existing 

property at the date of discharge of the mortgage; 
 (ii) the total amount of early partial repayment  made to the 

lending institution by the employee out of his/her own 
resources (topped-up payment for monthly instalments and 
loans from public funds are not regarded as early partial 
repayment) for reducing the mortgage loan on his/her 
existing property since his/her mortgage interest subsidy 
commenced to be payable for the property; and 

 (iii) a maximum of 10% of the appraised value of the second 
property. 

   
(b) The maximum amount of the mortgage loan that can be taken on 

the second property is the appraised value of the second property 
reduced by the Net Proceeds (See Worked Example 1 attached).  If 
the second property is acquired before the date of an employee's 
application to change property, the maximum amount of such 
mortgage loan will be further reduced by any downpayment 
and instalments already made before the date of his/her 
application to change property (See Worked Example 2 
attached); and 

   
(c) "Acquisition of the Second Property" means that an employee has 

become the owner of the second property by way of an assignment.
  
  
 



 

[NFB_jul2007(AF4-97)E.doc] 

Worked Example 1 : The second (2nd) property is acquired after the date of 
application to change property 

 An employee has applied to change property and obtained approval.  
He/She sold the property (1st property) for $2,500,000 and acquired another property 
(2nd property) for $3,500,000. The outstanding principal of mortgage loan on 1st 
property with the lending institution was $1,200,000. Early partial repayment of 
$200,000 had been made to the lending institution for reducing the mortgage loan on 1st 
property since mortgage interest subsidy commenced to be payable for the property. 

 The maximum amount of mortgage loan on the 2nd property that can be 
taken out with a lending institution is $2,750,000, calculated as follows - 

(i) selling price of 1st property  $2,500,000 

(ii) outstanding principal of mortgage loan on 1st 
property at the date of discharge of the mortgage loan 
(excluding the interest accrued) 

 $1,200,000 

(iii) total  amount of early partial repayment made by the 
employee out of his/her own resources (topped-up 
payment for monthly instalments and loans from 
public funds should not be regarded as early partial 
repayment)  to the lending institution for reducing 
the mortgage loan on 1st property since the mortgage 
interest subsidy commenced to be payable for the 
property (see note below) 

    $200,000 

(iv) appraised  value  of  2nd  property  acquired  $3,500,000 

(v) a  maximum  of  10%  of  appraised  value  of 2nd 
property 
(i.e. 10% of (iv)) 

    $350,000 

(vi) net sale proceeds  
(i.e. (i) less (ii) less (iii) less (v)) 

    $750,000 

(vii) maximum permissible amount of mortgage loan 
that can be taken on 2nd property to qualify for the 
continued receipt of interest subsidy  under  Clause 
VIII.1 of  the T & C 
[i.e. (iv) less (vi)] 

 $2,750,000 

Note : According to Clause VIII.1 of the T & C, upon mortgage of the 2nd property, 
the loan for the purpose of calculating interest subsidy under Clause IV.4 will 
be either (i) the outstanding loan as reduced under Clause IV.2 at the time of 
disposal of the 1st property; or (ii) the outstanding mortgage loan on the 2nd 
property; whichever is less. 

In accordance with Clause VIII.4 of the T & C, an early partial repayment 
may have an effect of reducing the employee's outstanding mortgage loan 
below the outstanding loan for the purpose of interest subsidy.  If that is the 
case, the outstanding loan and the interest subsidy calculated on the 1st 
property will have been adjusted downwards accordingly.  If no early partial 
payment have been made, the amount in item (iii)  will be nil. 
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Worked Example 2 : The second (2nd) property is acquired before the date of 
application to change property 
 An employee has applied to change property and obtained approval.  
He/She sold the property (1st property) for $2,500,000 and acquired another property 
(2nd property) for $3,500,000.  The outstanding principal of mortgage loan on 1st 
property with the lending institution was $1,200,000. Early partial repayment of 
$200,000 had been made to the lending institution for reducing the mortgage loan on 1st 
property since the mortgage interest subsidy commenced to be payable for the property.  
The down payment and instalments already made on 2nd property prior to the date of 
application to change property is $1,057,000. 
 The maximum amount of mortgage loan on the 2nd property that can be 
taken out with a lending institution is $1,693,000, calculated as follows - 

(i) selling price of  1st property $2,500,000 
(ii) outstanding principal of mortgage loan on 1st 

property at the date of discharge of the mortgage loan 
(excluding the interest accrued) 

$1,200,000 

(iii) total  amount of early partial repayment made by the 
employee out of his/her own resources (topped-up 
payment for monthly instalments and loans from 
public funds should not be regarded as early partial 
repayment) to the lending institution for reducing the 
mortgage loan on 1st property since the mortgage 
interest subsidy commenced to be payable for the 
property (see note below) 

   $200,000 

(iv) appraised  value  of  2nd  property  acquired $3,500,000 
(v) a  maximum  of  10%  of  appraised  value  of 2nd 

property 
(i.e. 10% of (iv)) 

   $350,000 

(vi) net sale proceeds 
(i.e. (i) less (ii) less (iii) less (v)) 

   $750,000 

(vii) downpayment and  instalments already  made on 2nd 
property prior to the date of application to change 
property 

$1,057,000 

(viii) maximum permissible amount  of mortgage loan 
that can be taken on 2nd property to qualify for the 
continued receipt of interest subsidy under Clause 
VIII.1 of  the T & C 
[i.e. (iv) less (vi) less (vii)] 

$1,693,000 

Note : According to Clause VIII.1 of the T & C, upon mortgage of the 2nd property, 
the loan for the purpose of calculating interest subsidy under Clause IV.4 will 
be either (i) the outstanding loan as reduced under Clause IV.2 at the time of 
disposal of the 1st property; or (ii) the outstanding mortgage loan on the 2nd 
property; whichever is less. 
In accordance with Clause VIII.4 of the T & C, an early partial repayment may 
have an effect of reducing the employee's outstanding mortgage loan below the 
outstanding loan for the purpose of interest subsidy.  If that is the case, the 
outstanding loan and the interest subsidy calculated on the 1st property will 
have been adjusted downwards accordingly. If no early partial payment have 
been made, the amount in item (iii) will be nil. 
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