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Purpose 
 
 This paper provides further details on the 10-cent Octopus 
contribution towards the retrofitting of platform screen doors (“PSDs”) 
and automatic platform gates (“APGs”) at 38 MTR stations along the 
Tsuen Wan Line, Kwun Tong Line and Island Line, further to Members’ 
discussion on the paper on the progress of the retrofitting of APGs along 
the East Rail Line and Ma On Shan Line and their related financial 
arrangements (LC Paper No. CB(1)308/13-14(03)) at the meeting of the 
Subcommittee on 22 November 2013. 
 
 
Background 
 
2. The pre-merger MTR Corporation Limited first announced the 
PSDs retrofitting works at 30 underground stations along the Tsuen Wan 
Line, Kwun Tong Line and Island Line in 1999.  It was estimated at the 
time that the capital cost of the works would be $2 billion.  Half of that 
cost would be borne by the Corporation, and the remaining half (i.e. $1 
billion) would be met by collecting 10 cents from each journey taken on 
the pre-merger MTR network1 using Octopus cards.  Collection began in 
July 2000. 
 
3. The Corporation subsequently decided to retrofit APGs at eight 
at-grade and aboveground stations in 2007.  The construction cost was 
about $300 million, with half of the cost (i.e. $150 million) similarly 
contributed by Octopus journeys with 10 cents collected per journey.  As 
a result, the Corporation would collect a total of $1.15 billion from 
Octopus journeys for the retrofitting of PSDs and APGs.  The 

1 MTR lines before merger: Tsuen Wan Line, Kwun Tong Line, Island Line, Tseung 
Kwan O Line, Tung Chung Line and Disneyland Resort Line. 
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Corporation adopted the flat value of 10 cents in calculating the collection 
amount and it had not taken into account the impact of inflation. 
 
4. The post-merger MTR Corporation Limited (“MTRCL”) 
announced on 12 November 2013 it would withdraw the 10-cent Octopus 
contribution from 1 December 2013, about three months earlier than 
planned.  It was then estimated that about $1.13 billion would have been 
collected by 30 November 2013, $20 million less than the original target 
of $1.15 billion, without, for the sake of simplicity, taking into account 
any impact of previous fare adjustments on the value of the 10-cent 
Octopus contribution.  The 10-cent Octopus contribution was withdrawn 
on 1 December 2013. 
 
5. The 10-cent Octopus contribution did not apply to fares of the 
pre-merger Kowloon-Canton Railway Corporation (“KCRC”) network.  
Accordingly, the withdrawal of the 10-cent Octopus contribution applied 
to pre-merger MTR lines only. 
 
 
Opinion from a member of the public on the calculation of 10-cent 
Octopus contribution 
 
6. At the Subcommittee meeting held on 22 November 2013, 
Members requested MTRCL to provide response to an opinion expressed 
by a member of the public on the calculation of the 10-cent contribution.  
That piece of opinion is at Annex A. 
 
7. MTRCL has critically examined the matter.  In doing so, the 
Corporation considers it necessary to take all MTR fare adjustments 
implemented since 2000 into account, both downwards (after rail merger 
in 2007) and upwards (from 2010 to 2013), in determining whether or not 
passengers have contributed more than the required total sum of $1.15 
billion.  Details of MTR fare adjustments implemented since 2000 are 
at Annex B.  The impact of fare adjustments on the 10-cent contribution 
is set out at Annex C. 
 
8. When all such fare adjustments are taken into account, the total 
amount collected via the 10-cent Octopus contribution would have been 
only about $1.106 billion, $20 million less than the $1.126 billion 
previously calculated based on the flat rate of 10 cents, and $44 million 
less than the intended target of $1.15 billion.  Hence, MTRCL had not 
over-charged passengers under both calculation methods.  Details of the 
calculation are at Annex D. 



 
 
Adjustment to the Weighted Average Price of all Controlled Fares 
after the 2013 fare adjustment 
 
9. As can be seen from Annex C, the value of 10 cents has 
effectively become slightly over 10 cents after the fare adjustment 
implemented in June 2013.  The difference is 0.45 cent.  With the 
announcement on 12 November 2013 that the 10-cent passenger 
contribution would be withdrawn as from 1 December 2013, adjustments 
were accordingly made to the Octopus fares.  Since adjustments to 
Octopus fares are in units of $0.10, it is MTRCL’s plan to remove the 
0.45 cent residual amount from the Weighted Average Price of all 
Controlled Fares prior to the next round of MTR fare adjustment, which 
is to occur on 29 June 2014.  MTRCL also notes that the 0.45 cent 
residual amount would generate additional fare revenue of about $2.8 
million from 1 December 2013 to 28 June 2014 (before the 
implementation of the 2014 fare adjustment).  MTRCL will credit this 
sum to the fare concession account and return to passengers through the 
“10% Same Day Second Trip Discount” scheme for their enjoyment from 
29 June 2014.  
 
10. Details of the adjustment, rounded to the nearest 4 decimal 
places as per the Operating Agreement signed between Government and 
MTRCL governing the operation of the MTR, are illustrated below: 
 
Weighted Average Price of all Controlled Fares after 
the withdrawal of 10-cent Octopus contribution for 
PSDs/APGs retrofitting and before the 2014 fare 
adjustment [a] 

$8.6313 

Residual amount arising from 10-cent Octopus 
contribution for PSDs/APGs retrofitting [b] 

$0.0045 
(i.e. 0.45 cent) 

Reduced Weighted Average Price of all Controlled 
Fares for 2014 fare adjustment [a] – [b] 

$8.6268 

 
11. The deduction of 0.45 cent from the Weighted Average Price of 
all Controlled Fares would apply to all MTR Controlled fares, both 
Octopus and Single Journey Ticket fares, before the 2014 fare adjustment 
rate of +3.6% is applied.  Passengers using pre-merger KCRC lines, 
would also benefit, even though the 10-cent Octopus contribution did not 
apply to them. 



 
12. MTRCL has engaged an external auditor to verify the 
calculation.  The external auditor considers that MTRCL’s findings are 
appropriate. 
 
13. MTRCL will adopt the Reduced Weighted Average Price of all 
Controlled Fares of $8.6268 for the purpose of the implementation of the 
2014 fare adjustment on 29 June 2014.  Details of the 2014 fare 
adjustment will be reported in a separate paper in accordance with the 
requirement of the Operating Agreement. 
 
 
Advice sought 
 
14. Members are invited to note the latest development. 
 
 
 
 
MTR Corporation Limited 
May 2014 
 







Annex B 
 

MTR Fare Adjustments since 2000 
 
(A) Before rail merger in 2007 
 
 Since the implementation of the 10-cent Octopus contribution 
arrangement in 2000, there was no adjustment of the MTR fares until 2 
December 2007. 
 
 
(B) Fare reduction upon rail merger in 2007 
 
2. Upon the rail merger on 2 December 2007, MTRCL reduced 
railway fares through various means, resulting in an overall fare 
adjustment of -7.4% on average. 
 
 
(C) Fare adjustments since rail merger in 2007 
 
3. After the rail merger, MTRCL adopted the Fare Adjustment 
Mechanism.  It is a direct-drive formula, as follows: 
 
 
 
Overall 
Fare 
Adjustment 
Rate 

= (0.5 x year-on-year percentage change in Composite 
Consumer Price Index in December) + (0.5 x 
year-on-year percentage change in Nominal Wage 
Index (Transportation Section) in December) – 
productivity factor (0% before 2013, and 0.6% for the 
period from 2013 to 2017) 

 
4. Since the 2007 rail merger and the initial downward adjustment 
of fares, MTR fares have been adjusted upwards four times, as follows: 
 

Year Overall Fare Adjustment Rate 
2008 0% 
2009 0% 
June 2010 +2.05% 
June 2011 +2.2% 
June 2012 +5.4% 
June 2013 +2.7% 

 



Annex C 
 

Impact of MTR Fare Adjustments 
on 10-cent Octopus Contribution since 2000 

 
 

Year1 Overall Fare 
Adjustment Rate2 

Effective Passenger 
Contribution per 
Octopus Journey3 

2000 – 2006 0% $0.10 
2007 1 January to 

1 December 0% $0.10 

2 to 31 
December -7.4% $0.0926 

2008 1st half 
2nd half 0% $0.0926 2009 1st half 
2nd half 0% $0.0926 2010 1st half 
2nd half +2.05% $0.0945 2011 1st half 
2nd half +2.2% $0.0965 2012 1st half 
2nd half +5.4% $0.1017 2013 1st half 
2nd half 
(up to 
November 
2013) 

+2.7% $0.1045 

 

1 Under the Fare Adjustment Mechanism stipulated in the Operating Agreement 
(“OA”), fare adjustments are implemented in June every year. 

2 The Overall Fare Adjustment Rate applies to all MTR fares including pre-merger 
MTR lines and pre-merger KCRC lines. 

3 The OA requires that the Weighted Average Price of all Controlled Fares is 
rounded to the nearest 4 decimal places. 

                                                 



Annex D 
 

Comparison of Total Amount of Octopus Contribution: 
(a) Using 10 Cents as a Flat Rate; and 

(b) MTR Fare Adjustments taken into account 
 
 

Year Total Amount of Octopus Contribution 
(a) 10 Cents 

as a Flat 
Rate 

(million) 

(b) MTR Fare Adjustments 
taken into account 

(million) 

2000 – 2006 $470.2 
$0.1 

$470.2 
2007 1 January to 

1 December $75.4 $75.4 

 2 to 31 
December $7.2  

 
 

$0.0926 

$6.7 

2008 1st half $87.6 $81.1 2nd half 
2009 1st half $89.4 $82.7 2nd half 
2010 1st half 

$94.7 
 

$0.0945 
 

$88.5 2nd half 

2011 1st half 
$99.7 

 
$0.0965 

 
$95.2 2nd half 

2012 1st half 
$104.1 

 
$0.1017 

 
$103.2 2nd half 

2013 1st half $97.5 

$0.1045 $100.5 
2nd half 
(up to 
November 
2013) 

Total $1,126 $1,1061 
Original Target $1,150 

 
$1,150 
(-$44) 

 

1 Including additional fare revenue of about $2.8 million to be generated by the 
remaining value of 0.45 cent from 1 December 2013 to 28 June 2014 (i.e. before 
the implementation of the 2014 fare adjustment). 

                                                 




