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Public Wor ks Subcommittee of the Finance Committee
of the L egidative Council

Minutes of the 10" meeting
held in Conference Room 1 of the L egislative Council Complex
on Wednesday, 13 January 2016, at 8:30 am

(Verbatim Transcript)
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Honorable Member, thank you for that question. As the Honourable
Member knows, there has been the establishment of an Independent Board
Committee by the Board of MTR. The Independent Board Committee has
been advised by an Independent Financial Advisor, who has also been advised
by an independent quantity surveyor. The report has already been published.
The report was published on the 7" of January. The Independent Board
Committee and the Independent Financial Advisor both recommend that
independent shareholders vote in favour of this transaction. Thank you,

Chairman.
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(09:24:06)
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Chairman, thank you Honourable Member for that question. First, as |
mentioned, our Independent Board Committee has employed their
Independent Financial Advisor, who looked at the whole Express Rail Link
Agreement and the proposed transaction. That includes the payment of the
Special Dividend. The recommendation from the Independent Financial
Advisor and the Independent Board Committee is for independent

shareholdersto vote in favour of the transaction.

| think, secondly, as highlighted in the document that went out to
shareholders, although there will be an increase in the borrowings of MTR,
that increase will still be of avery, very manageable magnitude. Thirdly, the
capital efficiency is enhanced for the company. Also as highlighted in the
document, with this proposed transaction, the capital efficiency of the

company is enhanced, which is good for all shareholders.

With regard to the Honourable Member's second question on fares, these
are two very separate things. As Members are well aware, there is a fare
adjustment mechanism that determines the fares of MTR. The XRL
transaction ... XRL Agreement and the fare adjustment mechanism are two
very separate things and the XRL Agreement would not impact the fare

adjustment mechanism.

Thirdly, with regard to the future ordinary dividends of MTR, as
mentioned in the report by the Independent Board Committee and by our
Board of Directors, it is the intention of the company to continue with the

existing progressive dividend policy. Thank you, Chairman.
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(09:26:44)

Mr Lincoln LEONG, Chief Executive Officer of MTR Corporation
Limited: Thank you for the question of the Honourable Member. As |
mentioned, the fare adjustment mechanism is a transparent mechanism that
has been in place for a number of years. The mechanism is completely
separate from the Express Rail Link Agreement —— two very separate
things.

The Honourable Member's second question with regard to the benefits to
al shareholders, particularly the independent shareholders, | think the
Independent Board Committee and the document that has been sent out to all
shareholders highlights the recommendation from the Independent Board
Committee and the Independent Financial Advisor. Once again, the
Independent Board Committee and the Independent Financial Advisor are
recommending shareholders to vote in favour of the transaction. Thank you,
Chairman.
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Mr Lincoln LEONG, Chief Executive Officer of MTR Corporation
Limited: Thank you, Honourable Member, for that question. In 2014, the
Board of MTR set up an Independent Board Committee to ook at the Express
Rail Link situation. The Independent Board Committee has employed an
Independent experts group to give advice on what additional and incremental
oversight can be added to the existing oversight structure. Asaresult of that,
the Board of MTR, after recommendation from the Independent Board
Committee, implemented a number of new measures. That included the
establishment of our Capita Works Committee. It also included
enhancements to the reporting structure. On top of that, there was the
establishment of a Risk Committee to help the Board in overseeing the
Express Rail Link as well as our other projects. Once again, the project is

75%, three quarters, complete. Thank you, Chairman.
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