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Purpose 
 
1. This paper provides updated background information on the toll 
adjustment mechanism for Tate's Cairn Tunnel ("TCT") and summarizes 
concerns expressed by Legislative Council ("LegCo") Members on 
previous applications for toll increases by Tate's Cairn Tunnel Company 
Limited ("TCTC"). 
 
 
Background 
 
Tate's Cairn Tunnel 
 
2. TCTC was granted a franchise under the Tate's Cairn Tunnel 
Ordinance (Cap. 393) ("TCTO") to build and operate TCT for 30 years 
starting from July 1988, inclusive of the construction period.  The tunnel, 
linking Diamond Hill of Eastern Kowloon and Siu Lek Yuen of Shatin, was 
opened to traffic in June 1991.  The franchise granted to TCTC will expire 
in July 2018. 
 
Toll adjustment mechanism 
 
3. Section 36(3) of TCTO provides that the tolls specified in the 
Schedule to TCTO may be varied by agreement between the Chief 
Executive-in-Council ("CE-in-Council") and TCTC.  If an agreement 
cannot be reached, either party may resort to arbitration.  TCTO has not 
set out the criteria for determining toll adjustments.  It only stipulates that 
if the matter is submitted for arbitration, the arbitrator shall be guided by 
the need to ensure that TCTC is reasonably but not excessively 
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remunerated for its obligations under TCTO.   
 
TCTC's financial position 
 
4. During the 30-year franchise period, TCTC is allowed to earn a 
reasonable but not excessive return through collection of tolls.  TCT was 
built at a cost of $2 billion.  As at 30 June 2014, i.e. 26 years into its 
30-year franchise, TCTC had cumulative profits of $1.28 billion.  
 
LegCo's power to examine the applications for toll increases by TCTC 
 
5. In considering TCTC's applications for toll increase, the 
Administration would seek the views of the Panel on Transport ("the 
Panel") and the Transport Advisory Committee, before seeking the 
approval of CE-in-Council for the applications.   
 
6. After an agreement on revision to toll levels is reached between 
CE-in-Council and TCTC, the Commissioner for Transport ("C for T") 
shall amend the Schedule to TCTO by notice in the Gazette as soon as 
practicable.  Such a notice is an item of subsidiary legislation subject to 
the negative vetting procedure of LegCo.  However, members may wish 
to note that the power of C for T to make the Gazette notice on the toll 
increase of TCT does not cover the determination of toll levels and the 
timing for implementation of the new tolls.  According to section 34(2) of 
the Interpretation and General Clauses Ordinance (Cap. 1), the power of 
LegCo to amend subsidiary legislation has to be consistent with the power 
to make such subsidiary legislation.  In other words, there is little room 
for LegCo to amend such notices other than making minor technical 
amendments.   
 
7. Similarly, LegCo cannot repeal the notice as the exercise of such 
power is also inconsistent with the power of C for T to make the gazette 
notice.  
 
 
Alternative tunnels to TCT 
 
8. The Lion Rock Tunnel ("LRT") provides a road link from north 
Kowloon to Sha Tin and north-eastern New Territories.  It was used on 
average by 90 608 vehicles daily in 2014.  The toll is $8 (flat toll).   
 
9. The Shing Mun Tunnels link up Tsuen Wan and Sha Tin.  They 
were used on average by 51 079 vehicles each day in 2014.  The toll is $5 
(flat toll). 
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10. The Eagle's Nest Tunnel and Sha Tin Heights Tunnel are within 
Tsing Sha Control Area which form part of Route 8 linking east New 
Territories with West Kowloon.  The tunnels were opened to public in 
March 2008.  They were used on average by 46 513 vehicles daily in 2014.  
The toll is $8 (flat toll).   
 
11. TCT was used on average by 57 044 vehicles each day in 2014.  
From 1 August 2013, tolls have been adjusted to a range between $13 and 
$34.  The traffic flow of TCT and the alternative tunnels for the past few 
years are set out in Appendix I.  According to the figures in Appendix I, a 
bar chart is prepared in Appendix II for members' easy reference. 
 
 
Concerns expressed by Members on previous toll increases of TCT 
 
12. So far, TCT has had seven toll increases that came into effect in 
May 1995, November 1996, January 2000, August 2005, November 2008, 
December 2010 and August 2013 respectively.  Details in respect of the 
toll increase application in 2012, which took effect on 1 August 2013, are 
set out below. 
 
Toll increase in 2013 
 
13. TCTC applied for its seventh toll increase in November 2012, 
proposing a $2 increase for all types of vehicles and additional axle; and $1 
increase for motorcycle.  When consulted on TCTC's application in 
December 2012, Panel members expressed concern about the impact of the 
proposed weighted average rate of toll increase of 11.1% as it might induce 
public transport operators to raise fares of public transport services, drive 
up inflation and affect the livelihood of the general public and drivers.   
 
14. The Administration explained that TCTC had originally proposed a 
weighted average rate of toll increase of 19.6% in March 2012, which was 
assessed to be excessive.  TCTC then had revised the proposal and applied 
for an increase of 11.1%.  The Administration further explained that the 
proposed increase had been assessed to be reasonable because the increase 
of 11.1% (indeed covered a period of 2.5 years since the last toll increases 
in December 2010) was even lower than the cumulative change in the 
Composite Consumer Price Index for the same period.   
 
15. Some members opined that any toll increase would not be welcome, 
but according to the projection of TCTC , it would only be able to achieve 
an Internal Rate of Return ("IRR") of 6.76% compared with the investment 
of $2 billion over the 30-year franchise period should the revised toll 
increase application be approved.  It was considered not too high a return.  
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Some members proposed that TCTC should take measures to generate 
more non-toll revenue, such as letting of advertising panels, to subsidize 
TCTC's operation.     
 
16. On the traffic implications of the toll increase, some members 
expressed concern that there had already been traffic congestions at both 
TCT and LRT during peak hours in the morning.  They urged the 
Administration to critically examine the traffic implications of TCT's toll 
increase and work out effective measures to lessen the adverse traffic 
impact on LRT.   
 
17. The Administration advised that with the diversion effect of 
Route 8, it was expected that there would not be significant impact on LRT 
resulting from TCTC's toll increase.   
 
18. The Gazette notice on the new tolls, i.e. the Tate's Cairn Tunnel 
Ordinance (Amendment of Schedule) Notice 2013 ("the 2013 Notice"), was 
published on 16 May 2013 and tabled before LegCo on 22 May 2013.  A 
subcommittee was formed at the House Committee meeting on 24 May 
2013 to examine the details of the 2013 Notice. 
 
19. The Subcommittee noted that TCTC's target IRR, which was 
13.02%, was the lowest among the four Build-Operate-Transfer ("BOT") 
tunnels1

 in Hong Kong.  Some members observed that TCTC's nominal 
IRR would only be increased from 6.61% to 6.76% over the 30-year 
franchise period with the proposed toll increases.  The real IRR of TCTC 
would only be 3.38% after discounting the inflation factor according to the 
Administration's estimation.  They were of the view that TCTC should 
consider freezing the toll prior to the expiry of the franchise in 2018 due to 
the mild effect on the overall IRR so as to win the favour and support of the 
public and motorists. 
 
20. Members urged TCTC to consider the introduction of 
concessionary tolls to motorists, such as off-peak hour or early bird 
discounts, to attract more users after the toll increases.  TCTC indicated 
that they had already considered various factors and incorporated 
concessions in the proposed toll increases and that members' views would 
be taken into account for future planning. 
 
21. The Subcommittee concluded that there should be a balance struck 
between respecting the spirit of contract, allowing the franchise company to 
have reasonable return according to provisions of TCTO, and safeguarding 

                                                 
1 BOT tunnels are owned and managed by franchisees over a franchise period, and their operations are 
governed by their respective legislation. 
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public interest by ensuring that the toll levels should be affordable and 
acceptable to the public. 
 
 
Relevant motion raised at Council meeting 
 
22. At the Council meeting of 7 January 2015, a motion on 
"Expeditiously launching the Fourth Comprehensive Transport Study" was 
passed, with a relevant part urging the Administration to review the tolls of 
all tunnels and bridges, having regard to future town planning, 
development of industries and land use, etc.  
 
 
Latest developments 
 
23. TCTC has recently submitted an application for toll increase again 
to the Administration.  The Administration has proposed to consult the 
Panel at its meeting on 17 April 2015 on the application for toll increase 
before seeking the approval of CE-in-Council for the application. 
 
 
Relevant papers 
 
24. A list of relevant papers is in Appendix III.  
 
 
 
Council Business Division 4 
Legislative Council Secretariat 
14 April 2015 
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相關隧道的汽車流量 (2011-2014)
Vehicular flow of the relevant tunnels (2011-2014)
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Applications for toll increases by Tate's Cairn Tunnel Company Limited 
 

List of relevant papers 
 

Date of 
meeting  

 

Panel/ 
Committee 

Minutes/Paper LC Paper No. 

14.12.2012 Panel on 
Transport 

 

Administration's paper 
on application for toll 
increase by Tate's Cairn 
Tunnel Company 
Limited 

CB(1)249/12-13(03) 
 
http://www.legco.gov.hk/yr1
2-13/english/panels/tp/paper
s/tp1214cb1-249-3-e.pdf 
 

  Tate's Cairn Tunnel 
Company Limited's 
paper on toll increase 
application 

CB(1)282/12-13(01) 
 
http://www.legco.gov.hk/yr1
2-13/english/panels/tp/paper
s/tp1214cb1-282-1-e.pdf 
 

  Administration's 
follow-up paper 

CB(1)1209/12-13(01) 
 
http://www.legco.gov.hk/yr1
2-13/english/panels/tp/paper
s/tp1214cb1-1209-1-e.pdf 
 

  Updated background 
brief on applications for 
toll increases by Tate's 
Cairn Tunnel Company 
Limited prepared by the 
Legislative Council 
Secretariat  
 

CB(1)249/12-13(04) 
 
http://www.legco.gov.hk/yr1
2-13/english/panels/tp/paper
s/tp1214cb1-249-4-e.pdf 
 

  Minutes of meeting CB(1)689/12-13 
 
http://www.legco.gov.hk/yr1
2-13/english/panels/tp/minut
es/tp20121214.pdf 
 

3.6.2013 
 
 

Subcommittee 
on Tate's 

Cairn Tunnel 
Ordinance 

(Amendment 
of Schedule) 
Notice 2013 

Legislative Council 
brief on "Application 
for toll increases by 
Tate's Cairn Tunnel 
Company Limited" 

THB(T)CR 1/4651/94 
 
http://www.legco.gov.hk/yr0
9-10/english/subleg/brief/67
_brf.pdf 
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Date of 
meeting  

 

Panel/ 
Committee 

Minutes/Paper LC Paper No. 

  Legal Service Division 
Report on Subsidiary 
Legislation Gazetted on 
16 May 2013 

LS54/12-13 
 
http://www.legco.gov.hk/yr1
2-13/english/hc/papers/hc05
24ls-54-e.pdf 
 

  Background brief CB(1)1195/12-13(03) 
 
http://www.legco.gov.hk/yr1
2-13/english/hc/sub_leg/sc1
0/papers/sc100603cb1-1195-
3-e.pdf 
 

  Minutes of meeting CB(1)1841/12-13 
 
http://www.legco.gov.hk/yr1
2-13/english/hc/sub_leg/sc1
0/minutes/sc1020130603.pd
f 
 

28.6.2013 
 

House 
Committee 

Report of the 
Subcommittee on Tate's 
Cairn Tunnel Ordinance
(Amendment of 
Schedule) Notice 2013 

CB(1)1380/12-13 
 
http://www.legco.gov.hk/yr1
2-13/english/hc/papers/hc06
28cb1-1380-e.pdf 
 

7.1.2015 Council 
Meeting 

Motion on 
"Expeditiously 
launching the Fourth 
Comprehensive 
Transport Study" 
 

http://www.legco.gov.hk/yr1
4-15/english/counmtg/motio
n/cm20150107m-ycm-wordi
ngs-e.pdf 
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