LC Paper No. CB(1)1961/09-10

Legislative Council Panel on Transport

Adjustment to MTR Fares in 2010

This paper notifies Members of the calculation and outcome of the
MTR Corporation Limited (“MTR”)’s Fare Adjustment Mechanism (“FAM”)
for 2010.

Fare Adjustment Mechanism

2. Adoption of a more objective and transparent FAM was one of the
five parameters set down by the Government for the Rail Merger.

3. After detailed discussions with the Government, the MTR agreed to
give up its autonomy to adjust fares and adopt FAM instead. This change
was extensively discussed in the Legislative Council as part of the Merger and
approved by independent shareholders of the MTR, after much consideration
and deliberation.

4. FAM forms part of the merger agreement between the MTR and the
Government. It is legally binding.

5. Under FAM, MTR’s fares are reviewed once per calendar year with
the Overall Fare Adjustment Rate calculated by a set formula that is based on
the Census and Statistics Department-published year-on-year percentage
changes in the Composite Consumer Price Index (“CCPI”) and Nominal
Wage Index (Transport Services) for December of the preceding year as well
as a pre-determined productivity factor. The productivity factor is 0% before
2013 and 0.1% with effect from 2013. If the Overall Fare Adjustment Rate
calculated falls within the range of +1.5%, there will be no fare adjustment
and the rate will be carried over to be incorporated into the following year’s
Overall Fare Adjustment Rate.

6. FAM was implemented for the first time in 2009. At that time, the
Overall Fare Adjustment Rate calculated was +0.7%. As it was within the
range of +1.5%, no fare adjustment was made in 2009 and the +0.7% was
carried over to be incorporated into the 2010 Overall Fare Adjustment Rate.

7. For calculation of the 2010 Overall Fare Adjustment Rate, the

year-on-year percentage change in the CCPI for December 2009 over that for
December 2008 is +1.3%.



8. The year-on-year percentage change in the Nominal Wage Index
(Transport Services) for December 2009 over that for December 2008 is
+1.4%.

9. Using the values in paragraphs 6 to 8 above, the Overall Fare
Adjustment Rate of +2.05% has been calculated for 2010. The table below
shows the calculation of the Overall Fare Adjustment Rate for MTR’s fares in
2010:

Overall Fare Year-on-year Year-on-year 2010 Overall
Adjustment Rate percentage percentage change Fare
carried over from | change in CCPI | in Nominal Wage Adjustment

2009 for Dec 2009 Index (Transport Rate
Services)
for Dec 2009
+0.7% + (05x13%) + (05x14%) = +2.05%

10. The +2.05% Overall Fare Adjustment Rate represents the weighted
average figure by which all adjustments to individual fares taken together
shall equal to.

1. All Controlled Fares are subject to the FAM, including:

(a)  Adult, Elder, Student and Child fares for one way journeys on
all MTR lines, excluding the Airport Express but including
Airport Workers’ fares;

(b)  East Rail Line First Class Premium fares; and

(c) All Light Rail and MTR’s Bus fares. As the MTR Bus Route
A73 (Tin Fu - Tuen Mun Ferry Pier) has ceased service, fares
for the route are no longer applicable. MTR proposes the
withdrawal of it from the list of Controlled Fares.

12. In calculating individual fares, the following guiding principles have
been applied:

(a)  Adjustments to Octopus fares are rounded to the nearest 10-cent
denomination;

(b)  Adjustments to Single Journey Ticket fares are rounded to the
nearest 50-cent denomination; and

(c) The weighted average of all individual fare adjustments must
equal +2.05%.



13. To maintain market competitiveness, longer distance cross-boundary
journeys between Lo Wu / Lok Ma Chau and MTR stations south of the East
Rail Line’s Tai Wai Station (inclusive of all West Rail Line and Tung Chung
Line stations) will remain unchanged.

14. MTR has completed the required administrative procedures and has
submitted the independent expert certificates required under the Operating
Agreement to the Government to certify compliance with the FAM. Key
information regarding certification is provided in Appendix 1.

15. The new MTR fares will take effect from 13 June 2010 (Sunday).
New fare charts are attached in Appendix 2. They will also be made
available to the public at MTR stations and on the MTR website.

16. As a result of this year’s fare adjustment, 83.3% of MTR passenger
trips will have a fare adjustment of 20 cents or less, including about 10% who
will not see any change in their fares.

Promotions

17. MTR is committed to providing a world-class railway service at
competitive fares. In addition, it also offers a variety of promotional
activities from time to time. A list of existing promotions and new
promotions is provided in Appendix 3 for members’ information.

MTR Corporation
May 2010



Appendix 1: Key Information of the Independent Experts’ Certificates

Calculation of the 2010 FAM

The year-on-year percentage change in the Composite +1.30%
Consumer Price Index for December 2009

The year-on-year percentage change in the Nominal Wage +1.40%
Index (Transport Services) for December 2009

Productivity factor : 0% before 2013, 0.1% from 2013 0%
Overall Fare Adjustment Rate calculated for 2010 = (a) * +1.35%
Overall Fare Adjustment Rate carried over from 2009 = (b) +0.70%
Total Overall Fare Adjustment Rate for 2010 = (a) + (b) +2.05%

Weighted Average Price of all Controlled Fares in the prior year ~HK $7.6348
Weighted Average Price of all Controlled Fares after the 2010 HK $7.7916
Fare Adjustment
Weighted Average Price of all Controlled Fares after the 2010 102.05%
Fare Adjustment compared to those of prior year
* QOverall Fare Adjustment Rate = (0.5 x year-on-year percentage change
in CCPI) + (0.5 x year-on-year percentage change in Nominal Wage
Index (Transport Services) — productivity factor

Breakdown of Passengers Affected by Varying Percentage Changes in
Controlled Fares

Changes in Controlled Fares Proportion of Total Passengers
Decrease greater than 20% 0%
Decrease between 10% and 20% 0%
Decrease between 5% and 10% 0%
Decrease between 0% and 5% 0%
No change 9%
Increase between 0% and 5% 91%
Increase between 5% and 10% *
Increase between 10% and 20% 0%
Increase greater than 20% 0%
Overall Change = +2.05% 100%

* Less than 0.5%

Breakdown of Passengers Affected by Varying Absolute Changes in
Controlled Fares

Changes in Controlled Fares Proportion of Total Passengers
Decrease greater than $0.5 0%
Decrease greater than $0 and up to $0.5 0%
No change 9%
Increase greater than $0 and up to $0.5 89%
Increase greater than $0.5 and up to $1.0 2%
Increase greater than $1.0 and up to $1.5 0%
Increase greater than $1.5 and up to $2.0 0%

100%



Appendix 2: New Fare Charts

New fare charts are available at MTR website www.mtr.com.hk.


































Appendix 3: MTR Promotions

New promotions for 2010

Enhanced $2 Fare Promotion for the Elderly

The current promotion whereby Elder Octopus cardholders enjoy paying a flat
fare of only $2 for each MTR journey taken on Wednesdays and public
holidays (excluding Sundays) to any destination in the MTR network' is due
to expire on 31 August 2010.

MTR is pleased to advise it has decided to extend the promotion for one year
to 31 August 2011. Furthermore, this promotion scheme will be enhanced.
Starting from 1 September 2010 to 31 August 2011, Elder Octopus
cardholders will also enjoy $2 travel on the MTR on Saturdays as well. It is
believed the promotion will encourage senior citizens to get out and involve
more in community activities.

Ride MTR for Summer Spending

Between 14 June and 8 August 2010, Adult Octopus cardholders will be able
to redeem a $5 MTR Shops cash coupon for every $100 of MTR’s fares
deducted from the same Octopus card from Monday to Friday of each week.
Child and Elder Octopus cardholders, as well as holders of Personalised
Octopus cards encoded with “Student” or “Persons with Disabilities” status
will be able to redeem the same $5 MTR Shops cash coupon for every $50
deducted.

Monthly and Day Pass Promotion Extended

The Monthly and Day Pass promotions, due to expire on 30 June 2010, will be
extended for one more year from 1 July 2010 to 30 June 2011 at new prices’
as follows:

Pass New Price
Sheung Shui — East Tsim Sha Tsui Monthly
$390
Pass
Tuen Mun — Nam Cheong Monthly Pass $410
Tuen Mun — Hung Hom Monthly Pass $480
Tuen Mun — Nam Cheong Day Pass $21

' Not applicable on the Airport Express, East Rail Line First Class, journeys to and from Lo Wu and Lok Ma
Chau stations, Light Rail, MTR Bus and MTR Feeder Bus
* New prices for the current $300/$370 Monthly Pass will be $315/$390.




To thank Monthly Pass users for their past support, those who purchase
Monthly Passes for use in July or August 2010 will also receive a $20
supermarket shopping voucher.

Enhanced Interchange Discount in Tung Chung

With effect from 9 July 2010, passengers will be able to enjoy a higher
discount when using the same Adult Octopus card to interchange between
MTR and several New Lantao Bus routes in Tung Chung including 37/37P
(Yat Tung Estate - Caribbean Coast), 38/38P and N38 (Yat Tung Estate-Tung
Chung Bus Terminus) within one hour. The interchange discount will be
raised from $1 to $1.5 for six months.

New Fare Saver at Metro Harbour Plaza

From mid-July, Adult Octopus cardholders who start their journey from
Olympic or Nam Cheong stations will be able to enjoy a $1 discount off their
fare to any MTR destination (except Airport Express and the Free MTR
Connections journeys offered by the Airport Express) via a new Fare Saver
machine at Metro Harbour Plaza. To take advantage of the offer, all
passengers have to do is swipe their Octopus card at the Fare Saver before
entering through the ticket gates of Olympic or Nam Cheong stations at any
time on the same day.

Light Rail and MTR Bus

The Light Rail Personalised Octopus Frequent User Bonus Scheme, Free
Light Rail / MTR Bus Connection to MTR, and Free MTR Bus Connection to
Light Rail using Octopus which are due to expire on 30 June 2010, will be
extended for one year to 30 June 2011.




Current promotions (As at May 2010):

Promotion Details Expiry Date
Student Travel Eligible  students can enjoy | To be
Scheme concessionary fares on the MTR | determined

network (not applicable on journeys
to/from Lo Wu and Lok Ma Chau
stations, East Rail Line First Class,
MTR Feeder Bus and Airport
Express)
Fare Promotion Eligible persons with disabilities can | To be
for Eligible enjoy concessionary fares on the | determined
Persons with MTR network (not applicable on
Disabilities MTR Feeder Bus and Airport
Express)
$2 Fare Senior citizens can enjoy $2 per | End August
Promotion for journey on Wednesdays and public | 2010
the Elderly holidays (excluding Sundays) with
their Elder Octopus cards (not
applicable on Airport Express, East
Rail Line First Class, journeys
to/from Lo Wu and Lok Ma Chau
stations, Light Rail, MTR Bus and
MTR Feeder Bus)
“Tuen Mun - * Price: $470 30 June 2010
Hung Hom * Unlimited rides on the West Rail
Monthly Pass Line between Tuen Mun and
Hung Hom, Light Rail, MTR Bus
and other designated feeder
services during the month
“Tuen Mun - * Price: $400 30 June 2010
Nam Cheong * Unlimited rides on the West Rail
Monthly Pass Line between Tuen Mun and

Nam Cheong, Light Rail, MTR
Bus and other designated feeder
services during the month

Passengers who had purchased the Monthly Passes every month since their

introduction enjoy a special price of $300/$370.
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Promotion Details Expiry Date
* Sheung Shui - e Price: $380 30 June 2010
East Tsim Sha * Unlimited rides on the East Rail
Tsui Monthly Line Standard Class (except for
Pass Lo Wu, Lok Ma Chau &
Racecourse stations), Ma On
Shan Line, East Tsim Sha Tsui
Station and MTR Feeder Bus
during the month (except Feeder
Bus Route K12 on Sundays and
public holidays)
Tuen Mun - * Price: $20 30 June 2010
Nam Cheong * Unlimited rides on the West Rail
Day Pass Line between Tuen Mun and
Nam Cheong stations, Light
Rail and MTR Bus on the day
of purchase
Free Light Rail West Rail Line passengers can enjoy | 30 June 2010
and MTR Bus free transfers on Light Rail (within
Connection to 30 minutes of exit) and MTR buses
or from MTR (within 60 minutes of exit) on
using Octopus journeys with an adult Octopus fare
of $3.9 or less (or Concessionary
fare of $1.9 or less)
Free MTR Bus Light Rail passengers will enjoy | 30 June 2010
Connection to free transfers on MTR buses (the
or from Light interchange offer will be the bus
Rail using fare or the rail fare, whichever is
Octopus lower)
Free Bus Using the same Octopus card to | To be
Connection for interchange at designated MTR | determined
Passengers stations, passengers can enjoy a free
interchanging bus connection (with the fare of the
between MTR bus journey less than the railway
and MTR journey)
Feeder Bus

using Octopus




Promotion

Details

Expiry Date

Light Rail
Personalised
Octopus
Frequent User
Bonus Scheme

e Adults, children and elders
travelling on Light Rail using
personalised Octopus cards can
accumulate bonus points for
discounted travel

* $3 bonus on the next Light Rail
journey for every $30 of Light
Rail travel accumulated within
six days by adults

* $1.5 on the next Light Rail
journey  for  every $15
accumulated within six days by
children or senior citizens

30 June 2010

Fare Savers

A business development tool.

Passengers can wave an Adult
Octopus card over the reader on the
MTR Fare Savers and enjoy $1 or
$2 discount for the next MTR ride
entering at designated stations using
the same Octopus card on the same
day. Currently there are 26 Fare
Savers available throughout Hong

Different

expiry dates
for different
Fare Savers

Kong, Kowloon and the New
Territories.
Inter-modal $0.3 to $1.0 discount for passengers | Different
Discount with interchanging  between selected | expiry dates
Franchised Bus franchised bus routes and MTR | for different
using Octopus card within 60 | routes
minutes
Inter-modal $0.3 to $3.0 discount for passengers | Different
Discount with interchanging  between selected | expiry dates
Green Mini Bus | GMB routes and MTR wusing | for different
(GMB) Octopus card within 60 minutes routes

Cross-Boundary
Student Special
Fare Trial
Scheme

* Applicable to registered
cross-boundary school children
studying in 3 designated schools
in Fanling and Sheung Shui

* For $2,000, students can pay $2
per journey (original price: $9.4)
on the East Rail Line to/from Lo

31 July 2010
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Promotion

Details

Expiry Date

Wu / Lok Ma Chau stations and
Sheung Shui / Fanling stations
between October 2009 and July
2010

Students can enjoy concessionary
fares at $2.0 to $6.5 per ride for
journeys between Lo Wu / Lok
Ma Chau stations and other East
Rail Line stations (20
concessionary  journeys  per
month)

Tourist Day
Pass / Child
Tourist Day
Pass

Price: $55  (Adult), $25
(Children)

Unlimited rides for one day on
the MTR and Light Rail (except
Airport Express, MTR Bus, East
Rail Line First Class, Lo Wu and
Lok Ma Chau stations) within 1
month from date of issue

To be
determined

Cross Boundary
Tourist Travel
Pass

Price: $120

Unlimited travel on MTR and
Light Rail (except Airport
Express, East Rail Line First
Class, Lo Wu and Lok Ma Chau
stations) and 2 single journeys
to/from Lo Wu or Lok Ma Chau
stations for any 2 consecutive
days within 1 month from date of
issue

To be
determined

Disneyland
Resort Line
Day Pass

Price: $50

Unlimited rides to/from
Disneyland Resort Station for one
day (including to/from Lo Wu or
Lok Ma Chau stations; excluding
Airport Express, Light Rail,
MTR Bus and East Rail Line
First Class)

To be
determined




Promotion Details Expiry Date
Airport Express | ® Price: $220 for 1 Airport Express | To be
Travel Pass ride / $300 for 2 Airport | determined

Express rides
* Includes unlimited MTR, Light
Rail and MTR Bus rides for 3
consecutive days (except Lo Wu
and Lok Ma Chau stations and
East Rail Line First Class) within
180 days from date of issue
Airport Express | ¢ Savings of up to 40% for | Tobe
Group Ticket travelling by Airport Express in | determined
groups of 2, 3 or 4 people
Free MTR Free connection when using the | To be
Connection for same Octopus card to interchange | determined
Airport Express within one hour of arrival between
Passengers the Airport Express at Hong Kong,
Kowloon or Tsing Yi stations and
the connecting MTR Line including
Lo Wu and Lok Ma Chau stations
(except Light Rail, MTR Bus and
East Rail Line First Class)
Airport Express 50% off Airport Express fares from | 30 June 2010
Discount for Kowloon Station or Tsing Yi Station
passengers to the Airport using Octopus upon
using taxi as a presenting taxi receipt of $60 or
feeder above on the date of issue
Morning $20 for the Airport Express Service | To be
Express Service | from Tsing Yi or Kowloon to Hong | determined

Kong Station from 7-10am, Monday
to Saturday (excluding public
holidays)




