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Review of the MTR Fare Adjustment Mechanism

Purpose

The Government is going to conduct a joint reviewth the
MTR Corporation Limited (“MTRCL”) on the MTR Fare djustment
Mechanism (“FAM”). We now invite views from the Iplic on the FAM.

Public Transport Policy

2. It is the Government’s established policy that pulttansport
services should be run by the private sector ino@amnce with
commercial principles to enhance efficiency and t-edfectiveness.
Currently, there is no direct subsidy from the Gaweent for public
transport services save for six major outlyingrigiéerry routes

3. Regarding public transport fares, the Governmestéiace is that
the fares have to be fair to both passengers aretatmps. The
Government has been providing pragmatic subsidietafgeted uses and
to meet clear policy needs. Examples include tttemmes under the
Labour and Welfare Bureau to provide allowances fow-income
persons working across districts, and for the &ldand persons with
disabilities to travel by public transport at aefasf $2; the Education
Bureau has also been providing travel subsidy é&dy students.

MTRCL

4. The MTRCL was established in 1975, initially as @anpany
solely owned by the Government, i.e. the Governmeas the only
shareholder. It was established with a view to stwcting and
operating, under prudent commercial principles, aée,sreliable and
efficient urban underground metro system to helgetnrtéong Kong's
public transport needs. The Corporation was listed the Stock
Exchange of Hong Kong through an Initial Public €ifig by the

Special Helping Measures are provided to theseesotity the Government because there is
basically no alternative to the ferry services ame@ans of public transport, and short of the
Special Helping Measures, the ferry services catmeomaintained without periodic hefty fare
increases.



Government in October 2000. The Government nowsoaround 76%
of the shares of MTRCL.

5. The rail merger of the MTRCL and the Kowloon-Canton
Railway Corporation (“KCRC”) took effect on 2 Deckar 2007, which
involved, among other things, the expansion of MIERCL's franchise
under the MTR Ordinance (Cap. 556) to provide thER@L with the
right to operate both the MTR and KCR railways dor initial period of
50 years from the merger date. Currently, the yeail network
comprises nine railway lines serving the Hong Kisignd, Kowloon and
the New Territories, as well as an Airport Expresanecting the urban
area with the Hong Kong International Airport. €TMTR network
also includes a Light Rail network serving the lacammunities of Tuen
Mun and Yuen Long in the New Territories, and &fflef buses provide
convenient feeder services.

6. Extract of some basic financial data from MTRCL’snaal
report is atAnnex 1.

Current FAM of the MTRCL

7. Before the rail merger, the MTRCL enjoyed autonamgetting
their fares in accordance with prudent commercraigples and with
due regard to, among other things, economic camditi competition
from other public transport modes and whether thgise was value for
money. At that time, there was general public eonc¢hat the basis on
which the rail companies adjusted fares was naircleAt the time of rail
merger in 2007, the Government and the MTRCL agteqult in place a
“Fare Adjustment Mechanism” witlan_objective and transparent
formulaic_approach in determining future annual fare adjustments, to
replace the fare autonomy MTRCL hitherto enjoyeduring the
legislative process of the rail merger, the FAM eatensively discussed
in the Legislative Council (“LegCo”) and approvdadugh voting at the
MTRCLs shareholders’ meeting after careful deldie@m before being
included as a condition for the merger As such, the FAM is an integral
part of the rail merger agreement between the Govent and MTRCL
at that time and has been incorporated into the&pg Agreement. It
is legally binding.

> As the Government is both the sole shareholder GR&E and the majority shareholder of

MTRCL, it did not take part in the voting.



Review schedule

8. Either of the Government and the MTRCL may reqaesview

on the FAM every five years following the rail merg Outcome of the
first review was announced in April 2013. The nextiew is originally

due for completion in 2018.

9. The Government considers that the experience gaswedar
since the last review suggests that there is plessdtmm for an early
review of the FAM. The Government therefore issaetetter to the
MTRCL on 22 March 2016 asking the Corporation twate by one
year a joint review with the Government on the FAdé, that the new
FAM can take effect in 2017. The MTRCL repliedthe Government
on 20 April 2016, conveying their decision to adsaiy one year a joint
review with the Government. The main directiorthof review is for the
operation of the FAM to better respond to the pulbbncern about the
relationship between fare adjustment and the Cator's profitability,
as well as the passengers’ affordability, whilsil sespecting the
financial prudence required of the Corporation &stad company.

FAM Formula for the first five years after the Risierger (2007 - 2012)

10. The FAM put in place since the rail merger in 209adirect-
drive formula that takes into account changes in (a) the Cortgosi
Consumer Price Index (“CCPI") and (b) the Nominabd¥' Index
(Transportation Section) (“NWI(TS)”), as well as) (@ pre-determined
productivity factor:

Overall Fare Adjustment= (0.5 x Change in CCPI) + (0.5 x

Rate Change in NWI(TS)) —
Productivity Factor

where —

e  Overall fare adjustment rate is the weighted averdagure
by which all adjustments to individual fares takegether
shall equal to;

* Change in CCPI is the year-on-year percentage ehang
CCPI for December of the previous yeatr,

* Change in NWI(TS) is the year-on-year percentagangé
in NWI(TS) for December of the previous year; and



*  Productivity Factor is a pre-determined factor & Defore
2013 and 0.1% from 2013.

11. Based on the data of these objective indices uih@eFAM, fares

will be maintained, or adjusted upwards or downwardf, in a given

year, the outcome of the calculations on the oVvémat adjustment rate
under the FAM is within the range of +1.5%, therelk be no fare
adjustment and the unadjusted percentage shatlllee over to the next
annual fare review for calculation.

12. The adoption of CCPI and NWI(TS) seeks to alignefar
adjustments with economic conditions and wage $vellThe CCPI
reflects the macroeconomic environment and pubficrdability to a
certain extent, whereas the NWI(TS) reflects MTRChbn-managerial
staff cost in wages. These two indices are pubdisiata of the Census
and Statistics Department and are objective anflatde.

13. According to the arrangements then, the produgtifdttor was

set at zero for the first five years starting frime rail merger (i.e. before
2013) and would have a value of 0.1% starting ftbm sixth year (i.e.

from 2013). The 0% productivity factor for thestifive years took into
consideration the general reduction of MTR farestioa day of the

merger on 2 December 2007, before any synergielsl tmurealised for

the merger. The productivity factor of 0.1% todpgplied from the sixth

year onwards was so determined taking accounteofatt that the scope
for productivity gain would be limited due to heawwestment by the
merged MTRCL, particularly as the railway netwaslexpanding.

Outcome of the First Review on FAM (2013)

14. Following detailed deliberations, the Governmend &MTRCL

announced the outcome of the first review on th&FA the MTRCL in

April 2013. That review introduced multiple meassirto reduce
citizens’ fare burden of travelling by railway, Whimaintained the
financial viability of MTRCL as a listed companyThe Government had
two major objectives when conducting the reviewhwdTRCL. They

were —

(a). reviewing the original fare adjustment formula and
expanding the scope of consideration under the HAM
incorporating factors such as MTRCLs profitabilignd
service performance as well as public affordahibiyd



(b). relieving the fare burden on medium- and long-dista
passengers living in remote areas.

15. Details of the revised FAM announced in April 2048 as
follows —

(a). annual Overall Fare Adjustment Rate from 2013 tb72@ill
be calculated according to the following directvdrformula:

Overall Fare Adjustment Rate
= (0.5 x change in CCPI in December of the presigear)

+ (0.5 x change in NWI(TS) in December of the poesi
year)

— Productivity Factor (value set at 0.6% from 204 2017)

According to the outcome of the review, the Produdctity
Factor value in the formula was _improved from 0.1%to
0.6%. The enhanced Productivity Factor value can thus
moderate any fare increase by 0.5 percentage peicih year
from 2013 to 2017, benefitting all passengers;

(b). monthly passes and related concessions have been
comprehensively enhancedto address the need and
affordability of frequent medium- and long-distan®&R
passengers. MTRCL has accordingly launched a nuofbe
new ticket schemes, including —

(1) a new “MTR City Saver” for frequent medium- and
long-distance MTR travellers commuting within the
urban area (passengers are entitled to 40 MTR rides
within 30 days between designated stations in the
urban area);

(i)  “Monthly Pass Extras” which offer additional 25%
fare discount for onward domestic journeys reaching
stations not covered by the particular monthly pass
benefitting passengers riding on different railway
lines; and



(i) a new “Tung Chung — Nam Cheong Monthly Pass
Extra” in response to passengers’ need;

(c). an “Affordability Cap” has been introduced, where no
matter the outcome of the direct-drive formula utufe, the
fare increase rate of that year will not be higtiean the
change in the Hong Kong Median Monthly Household
Income for the corresponding period to address ipubl
affordability;

(d). a “Profit Sharing Mechanism” has been introduced to
address the public concern on MTRCL'’s profitability
MTRCL will, based on its underlying business piofgach
year, set aside an amount to provide fare conacessaod
share the Corporation’s operational success wisgragers
as well as relieve their burden from fare increa3ée
underlying business profits include profits from al
businesses of MTRCL. Those from property
developments and overseas businesses are inclupaiwld

(e). a “Service Performance Arrangement” has been put in
place, whereby an amount will be set aside foroseri
service disruptions (defined as disruptions of 3hutes or
above) caused by factors within MTRCL’s controAny
amount set aside will be given back to passengers
through fare concessions.

Calculation methods for the “Profit Sharing Meclsami and
“Service Performance Arrangement” areAgsinex 2. The fare
concessions under the existing FAM arédanex 3.

Adjustments of Individual Fares

16.

The FAM is applicable to all Controlled Fares irtihg —

(a). Adult, Elder, Student and Child fares for one wawyrpeys
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 Bus fares.



17. In calculating individual fares, the following gung principles
have been applied —

(a). adjustments to Octopus fares are in units of 1@s¢en

(b). adjustments to Single Journey Ticket fares are s uof
50-cents; and

(c). the weighted average of all individual fare adjustihis must
equal to the overall fare adjustment rate calcdlftem the
formula.

18. In accordance with the Operating Agreement sigretdideen the
Government and MTRCL in 2007, MTRCL is requiredpimvide the
Government with two independent expert certificatedifying that the
fare adjustments are in compliance with the FAMhe MTRCL is also
required to inform the Panel on Transport of thg@e and the Transport
Advisory Committee three weeks prior to implemeptatof the new
fares in June each year.

MTR Fare Adjustment and Fare Promotions

19. As part of the rail merger deal, the first MTR famerease could
only take place on or after 1 July 2009. The &adistment rates for the
period between 2009 and 2016 are set out in the &lAnnex 4.

20. All along, MTRCL has been providing a wide range fafe
concessions and promotional schemes, includimigrgoing fare
promotions such as —

(a). fare concessions for the elderly, children, eligistudents
and persons with disabilities;

(b). Monthly and Day Passes;
(c). free Light Rail and MTR bus interchanges; and

(d). Light Rail “Personalised Octopus Frequent User Bonu
Scheme”.

In 2015, these on-going fare concessions brouglesamated additional
fare savings of about $2.4 billion to passengers.



21. Apart from the above on-going fare concessions, KIILRas set
up Fare Savers to encourage passengers to traelobmo designated
MTR stations to enjoy discount. There would alsoaddditionalshort-
term fare promotions in conjunction with the MTR annual fare
adjustments. Recent examples in 2015 are as feHow

(a). Passengers would receive a bonus $50 MTR Shops Cash
Coupon for each purchase of any July or August “Miyn
Pass Extra” in 2015 or “MTR City Saver” during tketsvo
months;

(b). MTRCL launched the “MTR Festive Discount” Promotion
Scheme during major festive holidays (including i€tinas,
Lunar New Year and Easter); and

(c). MTRCL has also extended the “Early Bird Discount
Promotion” Programmefor one year to 31 May 2016.

The various short term concessions in the pastyleavs are set out in
Annex 5.

22. The MTRCL is reviewing the existing fare promotieohemes
with a view to working out the fare promotions f@016. The
Government has been encouraging the MTRCL to inttedsuitable fare
concession schemes as far as possible, havingdregathe financial
prudence required of the Corporation as a listedpamy.

Railway service enhancement

23. MTRCL is committed to providing the public with safreliable

and highly efficient railway service. This requareontinuous upgrading
and enhancement of railway operation systems aogh®egnt to ensure
smooth operation of the entire system. The longrtdevelopment of

MTRCL launched the “Early Bird Discount Promotiofitial Programme in 2014. Commuters
holding Adult Octopus can enjoy a 25% fare discowhen they exit from any of the 29 core
urban stations between 7:15am and 8:15am from Mantta Fridays (except Public Holidays).
The 29 designated MTR stations are as follows —

East Rail Line: Hung Hom to Kowloon Tong

Island Line: Sheung Wan to Tai Koo

Kwun Tong Line: Yau Ma Tei to Kowloon Tong

Tsuen Wan Line: Central to Mei Foo

Tung Chung Line: Hong Kong to Nam Cheong

West Rail Line: Hung Hom to Mei Foo



the Light Rail will be explored in the “Role and $ft@ning Review”
under the “Public Transport Strategy Study” (“PTy8iitiated by the
Government. At the request of the Government, MERCL is
currently conducting a preliminary feasibility sfjudn ways to increase
the carrying capacity of Light Rail, and will makecommendations on
improvement measures, including the feasibility mfocuring new
vehicles for the Light Rail. The PTSS is schedui@dcompletion in
mid-2017. If the enhancement of the Light Railteys capacity through
increase in Light Rail vehicles is confirmed tofbasible in the study, the
MTRCL will make suitable arrangements through thhecprement of
new Light Rail vehicles. In the meantime, MTRCL shalready
earmarked funds for possible procurement of 10 t_ighil vehicles and
10 feeder buses. Suitable contractual arrangerhentsalso been made
with the future supplier such that upon the conmpedbf the PTSS, the
schedules for delivery of the Light Rail vehiclesldeeder buses to Hong
Kong will be confirmed with the supplier to meettqpaage growth.
This procurement plan represents MTRCL'’s extra stiwent in addition
to its annual investment of several billion dollarxgshe maintenance and
upgrading of its railway assets.

24. In 2015, MTRCL has invested more than $7 billion in
maintaining, upgrading and renewing railway asseffhis includes
recurrent expenses on staff and materials costrieduin daily
maintenance of railway assétand capital investment in purchasing any
necessary new railway equipment and components2015, MTRCL
also awarded a $6 billion contract for replacemeh®©3 8-car trains
operating in urban lines and set aside $3.3 billienupgrading the
signalling systems of seven railway lines.

25. These investments by MTRCL in asset maintenance and
upgrading are critical to ensuring the continuedvgon of high level
performance in railway service that is safe andhloét. MTRCL has
been maintaining its world class operational penfnmce. In 2015, the
indicators on trains running on schedule (trainviser delivery) and
passenger journeys on-time have reached 99.9%.

4

In 2015, MTRCL's expense relating to Hong Kong $port operations is over $9.7 billion.
Apart from the expenses deployed for daily mainteea the $9.7 billion also includes daily
operating expenses other than maintenance (susdiay expenses for operations staff.)



Public Consultation

26. The Government will formally commence discussiorthwthe
MTRCL to review the FAM. The review outcome wiltagt taking
effect in the fare adjustment in 2017. Particafiiention will be paid to
the following matters during the review —

(a). The operation of existing public transport serviciss
generally efficient and highly cost-effective, piding
convenient transport services to over 90% of thamanity
every day. Such efficient services are attrib@atal the
Government’s long-standing policy that public traod
services should be run according to commerciakjples;

(b). The FAM of MTRCL adopts a direct-drive formula. réa
are adjusted in accordance with figures releasedthiey
Government. It is an open, objective and transpare
mechanism;

(c). During the legislative process of the rail merge2007, the
FAM was extensively discussed in the LegCo and apmut
in shareholders’ meeting of MTRCL after voting. €lRAM
became a condition for approving the rail mergerd &
legally binding;

(d). The last review (also the first one), conducted2bi3,
introduced multiple measures (see paragraphs 14td5)
reduce citizens’ fare burden of travelling on raiyand also
maintained the financial prudence of MTRCL as detls
company;

(e). The main direction of this review is for the operatof the
FAM to better respond to public concern about btbta
relationship between the FAM and MTRCL's profitayil
and passengers’ affordability, whilst still respegt the
financial prudence required of the Corporation aksted
company, on the premises of retaining a transpaiianet
adjustment mechanism building on the basis of puéahd
objective data, and a direct-drive formula;

10



(f). It is noted that the financial prudence required tbé
Corporation as a listed company should be respectédis
iIs not only for the need to be accountable to #llits
shareholders (including minority shareholders),isitalso
because the MTRCL needs to spend more than $1i6nbill
each year in operating and in maintaining railwageas
(including over $9.7 billion of routine operatingpenses
and additional capital investment in purchasing mailway
equipment and components). On the other hand,ruhde
Government’s public transport policy with railwag ghe
backbone, MTRCL being the sole operator of railsagvice,
performs important social functions, and cannotdgarded
as an ordinary profit-making commercial entity. r@atly,
an average of over five million passenger trips rasgle in
the MTR network daily, accounting for around 40%tatfl
passenger trips travelling by public transport iong Kong.
For the construction and operation of new railwdyading
gap will also be subsidised by the Government. Treee
views in some quarters of the community that theR@L,
in its handling of the relationship between praiitd fare,
should be able to strike a better balance betwesntaining
financial prudence and fulfilling social function;

(g). To a certain extent, the “Profit Sharing Mechaniswés
introduced in 2013 (see paragraph 15 (d)) to addtes
public’s concern over the correlation between thee fand
MTRCL's profitability. However, there are viewsaththe
amount set aside under the “Profit Sharing Mecmahis
relatively low, accounting for only 1-1.9% of theverall
profit.

27. Recently, some members of the public opined that th
Government could deploy the dividends paid by th&R@L to the
Government, being the major shareholder of the @akpn, to subsidise
MTR fares and even the public’s travelling expensdsshould be noted
that the dividends received from the MTRCL formtpaf the general
revenue. As such, they should be put to appraptisé. According to
the Government’s established principles of puldharice, public money
iIs to be allocated prudently based on the needs paiadities of the

A railway is considered not financially viable e present value of all its projected revenues net
of projected expenditures falls short of the expéctturn on capital. For any new railway project,
the return required by MTRCL would ordinarily betlween 1% and 3% above the weighted
average of cost of capital. This shortfall is kmoas the funding gap.

11



community so that public money will be put to apprate use in all
public policy areas (e.g. healthcare, educationlfanee and security)
without slanting towards any particular area. $thahe Government
subsidise fares with public money while allowingbpe transport
operators with handsome profits to increase fahes,will amount to an
indirect way of making the operators more profigaby spending public
money.

28. We would like to cordially invite views from theuplic on the
review of the FAM of the MTRCL. The public consailon will last for
three months. Please send your views in writingthte Transport
Departmenbn or before 19 August 201y the following means —

By mail: The Bus and Railway Branch,
Transport Department
40/F., Immigration Tower,
7 Gloucester Road, Wan Chai, Hong Kong.

By fax: 2519 7017
By email: fam-review2016@td.gov.hk

Please mark “FAM Review” on the envelope or in sadmission. For
any enquiry, please call 2824 2600.

29. It is voluntary for members of the public to suppghgir personal
data when providing views on the consultation pap@mny personal data
provided with a submission will only be used foe thurpose of this
consultation exercise.

30. The names and views of the individuals and orgépisa which
put forth submissions in response to the consafigbaper (“senders”)
may be published for public viewing after conclusiof the public
consultation exercise. We will respect the wishsehders to remain
anonymous and/or keep the views confidential it pain whole; but if
no such wish is indicated, it will be assumed thatsender can be named.

Transport Department
Transport and Housing Bureau
May 2016

12



Annex 1

Basic Financial Data of MTRCL

2015 (for the year ended 31 December)

Items Amount (Hong Kong Dollars)
Revenue Expenses
Hong Kong transport About 16.9 billion About 9.7 billion
operations (@) (d)
Revenue or profit from | About 27.7 billion About 15.9 billion
other businesses (including (b) (e)

revenue from Hong Kong
station commercial
businesses, revenue fron
Hong Kong property rental
and management businesse
revenue from Mainland of
China and international
subsidiaries, revenue from
other businesses and profi
on Hong Kong property
development)

[

[

Other revenue (including
investment property
revaluation and share of
profit of associates)

About 2.5 billion
(c)

Not Applicable

Other expenses (including
depreciation, amortization,
variable annual payment,
interest, finance charges ang
iIncome tax)

Not Applicable

About 8.3 billion
(f)

Profit for the year

About 13.1 billion
[(a)+(b)+(c)-(d)-(e)-(f)]

Reserve (retained profits) |

Around 121.1 billion

Note: Please see details in MTRCL’s 2015 Annual Rept



Annex 2

Calculation Methods for “Profit Sharing Mechanism” and
“Service Performance Arrangement”

“Profit Sharing Mechanism”

The profit-sharing mechanism for further fare castens is based on
MTRCL’s underlying business profit per year. MTRGAilIl decide the
amount to be shared with passengers each year waiiferent profit levels
according to a pre-determined tiered table. DetHithe pre-determined tiered
table are as follows:

Underlying Business Profit per Year Amount set aside for
Fare Concessions

Below $5 billion 0

$5 billion to <$6 billion $50 million
$6 billion to <$7 billion $75 million
$7 billion to <$8 billion $100 million
$8 billion to <$9 billion $125 million
$9 billion to <$10 billion $150 million
$10 billion to <$11 billion $175 million
$11 billion to <$12 billion $200 million
$12 billion to <$13 billion $225 million
>=$13 billion $250 million

MTRCL'’s underlying business includes (a) Hong Karansport operations; (b)
Hong Kong station commercial business; (c) Hong &@noperty rental and
management businesses; (d) Hong Kong property olewvants; (e) Mainland
of China and international businesses; and (f) rothesinesses (principally
Ngong Ping 360, railway consultancy and project aggament).



“Service Performance Arrangement”

The levels of financial penalty to be imposed unither “Service Performance
Arrangement” are as follows:

Train Service Disruption Amount set aside
per Incident
(subject to a

maximum of $15
million per incident)

Equal to or more than 31 minutes but less tharmgaaleto $1 million
one hour

More than one hour but less than or equal to two$o $2 million
More than two hours but less than or equal to thaes $3 million
More than three hours but less than or equal tolours $5 million
Each additional hour (or part thereof) exceeding fwours $2.5 million

Note: “Exemption Events” (i.e. events which ardsale MTRCL’s control,
such as passengers’ behaviours and bad weathesx@ueled under the
“Service Performance Arrangement”.



Annex 3
Fare Concessions under the FAM as Revised in 2013

“MTR City Saver”

MTRCL introduced “MTR City Saver” on 8 June 2014ktenefit medium- and
long-distance frequent travellers commuting withine urban area, i.e.
essentially the zone not covered by the existingoriMly Pass Extras”.
Holders of “MTR City Saver” tickets are entitled 4® rides within 30 days
between the designated stations in the urban arBae coverage of “MTR City
Saver” is at Appendix. The current price is $4d&ssengers could enjoy a fare
discount ranging from 11% to 25% on an averagen@uthrough this scheme.

“10% Same-Day Second-Trip Discount” promotion

MTRCL will offer the “10% Same-Day Second-Trip Diecit” promotion
under the “Profit Sharing Mechanism” and “ServiefBrmance Arrangement”
in accordance with the arrangement under Annex2tails are set out below:

“Profit Sharing Mechanism” “Service Performance
Arrangement”
Year Number of
MTRCL'S seri_ous s_ervice
underlying , dlsr_up_tlon
business profit in Sharing within Amou_nt set
Amount MTRCL'’s aside

the previous year control in the

previous year

2013 $9.775 billion $150 million 8 $13 million
2014 $8.600 billion $125 million 5 $27.5 million
2015 $11.571 billion $200 million 12 $20 million
2016 $10.894 billion $175 million 8 $11 million

“Monthly Pass Extras”

After purchasing “Monthly Pass Extra”, passengers entitled to unlimited
rides between the specified stations within theai¥e month. In addition,
they enjoy a 25% discount for connecting domestiarneys beyond the
specified stations. Current prices are set ouvizel

Pass Current Price
Tung Chung — Hong Kong Monthly Pass Extra $605
Tung Chung — Nam Cheong Monthly Pass Extra $385
Sheung Shui — East Tsim Sha Tsui Monthly Pass Extra $465
Tuen Mun — Nam Cheong Monthly Pass Extra $485
Tuen Mun — Hung Hom Monthly Pass Extra $570




Appendix

Coverage of “MTR City Saver”
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Annex 4
MTR Fare Adjustment Rate from 2009 to 2016

Year Effective Overall Remarks
Date Fare
Adjustment
Rate
2009 Not Not The overall fare adjustment rate calculated
Applicable Applicable | according to the formula was +0.7%. Thus, |the
adjustment rate was less than £1.5%. According to
the FAM, if the adjustment rate is less than +1.5%,
the required adjustment will not come into effect |
the same year but the following year. On this
basis, the adjustment rate of +0.7% was carried ove
to the fare review in 2010 for calculation.

2010 13 June +2.05% The outcome of the fare adgrgtender the FAM
that year was +1.35%. Together with the +0,7%
carried forward from 2009, the overall fare
adjustment rate for 2010 was +2.05%.

2011 19 June +2.2% MTRCL revised the overall fatpigtment rate for
2011 from +2.3% to +2.2%. The fare adjustment
rate was made having regard to the latest findings
by the C&SD in the 2009/10 Househald
Expenditure Survey cum the revision of the yearson-
year percentage change in CCPI for December 2010
on the basis of the findings.

2012 17 June +5.4%

2013 30 June +2.7% From 2013 onward, the fare td@rd rate will be
calculated in accordance with the outcome of|the
review on the FAM announced in April 2013.

2014 29 June +3.6%

2015 21 June +4.3%

2016 Pending +2.65% MTRCL revised the overall fare adjustmen far

announcement 2016 from +2.7% to +2.65%. The fare adjustment
of MTRCL rate was made having regard to the latest findings

by the C&SD in the 2014/15 Househaold
Expenditure Survey cum the revision of the yearson-
year percentage change in CCPI for December 2015
on the basis of the findings.




(a).

(b).

(©).

(d).

Annex 5
Short-term fare promotions offered by MTRCL
on top of its on-going Fare Concessions over the gidew years

In 2010, a “Ride $100 Get $5 MTR Shop Coupon” prbamoscheme was
launched for a period of about two months.

In 2011, MTRCL offered the “Ride $100 Get 1 Freedmotion scheme
for a period of about six months.

In 2012, MTRCL offered a package of new fare proor# valued at
some $670 million with a view to benefitting an Bveider range of
passengers. The additional fare promotion schémeisgle the “Ride 10
Get 1 Free” scheme for a period of more than sirthm “10% Discount
for Same-day Second Trips” scheme for about sixthsyras well as the
new Tung Chung — Hong Kong Monthly Pass for abaoe rmonths.
MTRCL introduced, for the first time, free weekeadd public holiday
travel for children on MTR services for a period aidout five months.
In addition, a $20 MTR Shops Coupon was offeredef@ry purchase of
a Monthly Pass for a period of six months.

The MTRCL extended the promotion period of “the0% Same Day

Second Trip Discount” in 2014 to celebrate it§ 2Bniversary of serving
the Hong Kong community. To address the relativegh train loading
situation during the morning peak hours, it laurtchibe "Early Bird
Discount Promotion" Trial Programme. The MTRCLaoalaunched a
joint trial scheme with Kowloon Motor Bus Co. (1938'KMB”) in
October 2014. Under the scheme, holders of demdrdTR “Monthly
Pass Extras” travelling on specified trips of seddcKMB morning bus
routes running parallel to the MTR East Rail Lim&laVest Rail Line on
Mondays to Fridays (except Saturdays, Sundays abticFHolidays) do
not need to pay extra fares. Subsequently, the MTBnd the KMB
further extended the scheme for one year to 31 204¥.
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