
Dear Shareholders and other Stakeholders,

I am pleased to report that, in the first six months of 2013, 
we achieved good financial results while our rail businesses 
continued to turn in impressive operational performances, 
supported by world-class safety standards. We continued to 
focus on investing in Hong Kong to enhance our service and 
grow our network, while expanding rapidly in other markets.

Our recurrent businesses in Hong Kong, comprising our 
transport operations, station commercial and property rental 
businesses, continued to perform well with an increase in 
passenger numbers as well as solid increases in retail rent 
reversions, particularly for our Duty Free Shops. Our property 
development business booked profits mainly from the sale 
of inventory units at The Riverpark. Contributions from 
the Company’s railway subsidiaries outside of Hong Kong 
continued to increase.

In Hong Kong, we continued our strong focus on operations 
and maintenance activities designed to maintain our highly 
reliable train services. The high levels of service and safety we 
achieved as a result of these efforts has helped strengthen 
our Hong Kong corporate citizen reputation. Furthermore, 
we are building on the success of the Listening • Responding 
programme, introduced in 2012, to respond directly to 
passengers in areas where they say they would like to see us 
do more. Various initiatives have been introduced under this 
programme, such as enhancing train services to provide more 
convenient and comfortable journeys, improving barrier-free 
access to stations through additional wide gates and lifts, and 
helping our passengers to stay connected through improved 
smartphone apps and free Wi-Fi hotspots in all stations. We 
are encouraged by the feedback from passengers that they 
welcome the improvements we have made.

We continue to work ceaselessly to maintain high safety 
standards across all our operations in Hong Kong, the 
Mainland of China and overseas through benchmarking 
safety performance, learning lessons from railway incidents 
and actively sharing best practice through peer reviews. Our 
2012 Staff Attitude Survey in Hong Kong shows that our staff 
recognise that upholding safety is our top priority.

We viewed with grave seriousness the Light Rail incident on 
17 May 2013, when the wheels of a couple-set came off the 
tracks at a turn. An in-depth investigation was conducted 
immediately and we have implemented new safety 
enhancement measures. These include stepping up speed 
checks on Light Rail vehicles and more structured reminders 
to train captains on the importance of strictly adhering to safe 
driving practices. We will continue exploring other possible 
measures for safety enhancement.

In April 2013, we successfully concluded the review of the Fare 
Adjustment Mechanism (“FAM”) with Government, arriving 
at an outcome that will ensure the Company’s continued 
long-term sustainable development. The “win-win” outcome 
safeguards the Company’s interests while providing our 
passengers with lower fares than otherwise would have been 
in place.

“...we are building on the success 

of the Listening • Responding 

programme... to respond directly 

to passengers in areas where 

they say they would like to see 

us do more.”

CEO’s Review of Operations and Outlook
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Our growth strategy remains on track. Steady progress was 
made on our five railway extension projects in Hong Kong, and 
we remain on target to open the first of these lines, the West 
Island Line, next year. Looking beyond these five lines, the 
second stage of public consultation for Government’s Review 
and Update of the Railway Development Strategy 2000 (“RDS-
2U”) has also been completed. We expect that Government’s 
railway development roadmap will greatly enhance our 
railway growth potential beyond 2020. Outside of Hong 
Kong, Phase 1 of Beijing Metro Line 14 (“BJL14”) commenced 
operations as our third rail line in Beijing. MTR Property 
Development (Shenzhen) Company Limited is also currently 
developing Shenzhen Metro Longhua Line Depot Site Phase 1 
and pre-sale may take place as early as the end of 2014, 
depending on market conditions. More recently, on 5 August 
2013, Tianjin TJ-Metro MTR Construction Company Limited, a 
joint venture between the Company and Tianjin Metro (Group) 
Company Limited, won the bidding for another site of 278,650 
square metres, at Beiyunhe Station on Tianjin Metro Line 6 in 
Tianjin. The joint venture company will develop the site for 
residential and commercial use.

Total revenue for the first six months of 2013 rose 12.0% 
to HK$19,214 million. Operating profit before Hong Kong 
property developments, depreciation, amortisation and 
variable annual payments also increased by 14.1% to HK$7,332 
million. Excluding our Mainland of China and international 
subsidiaries, revenue rose by 13.4% and operating profit 
by 12.9%, while operating margin decreased slightly by 
0.2 percentage point to 56.4%. Profit from Hong Kong 
property developments was HK$531 million compared to 
HK$627 million in the first half of 2012, and was derived 
mainly from the sale of inventory units at The Riverpark at 
Che Kung Temple Station. Excluding investment properties 
revaluation, net profit from underlying businesses attributable 
to equity shareholders increased by 5.1% to HK$4,251 
million, representing earnings per share of HK$0.73. Gain in 
revaluation of investment properties was HK$1,907 million, 
as compared with HK$1,740 million in the first half of 2012. 
As a result, net profit attributable to equity shareholders was 
HK$6,158 million, equivalent to earnings per share of HK$1.06 
after such revaluation. Your Board has declared an interim 
dividend of HK$0.25 per share.

Hong Kong 
Transport 
Operations

Total revenue in the first half of 2013 from our Hong Kong 
transport operations reached HK$7,258 million, an increase of 
5.0% over the first half of 2012. Operating costs of our Hong 
Kong transport operations increased by 5.4% to HK$3,822 
million, resulting in the operating profit for this business 
increasing 4.5% to HK$3,436 million, with an operating margin 
of 47.3%.

Patronage
Total patronage from all of our rail and bus passenger services 
in Hong Kong rose by 3.6% to 883.1 million. Excluding the 
Intercity service, total patronage would have increased by 
3.6% to 881.0 million.

For our Domestic Service (which comprises the Kwun Tong, 
Tsuen Wan, Island, Tung Chung, Tseung Kwan O, Disneyland 
Resort, East Rail (excluding the Cross-boundary Service), West 
Rail and Ma On Shan lines), total patronage reached 713.3 
million, a 3.7% increase over the first half of 2012. The increase 
was driven by continued economic growth and inbound 
tourism, as well as our service enhancements.

The Cross-boundary Service to Lo Wu and Lok Ma Chau 
reported a 2.8% rise in patronage to 54.4 million in the six-
month period.

Passenger traffic on the Airport Express increased by 5.7% as 
compared with the first half of 2012 to 6.4 million, supported 
by a rise in air travel and various promotions.
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Passenger volume on Light Rail and Bus during the first six 
months of 2013 was 106.9 million, a 2.8% increase, while 
patronage on the Intercity service was 2.1 million, up 7.1%.

Average weekday patronage for all of our rail and bus 
passenger services in Hong Kong increased by 4.6% to 5.16 
million during the first six months of 2013 (5.15 million 
if excluding the Intercity service). The Domestic Service 
accounted for the majority of this patronage, achieving a 4.7% 
increase to 4.22 million.

As part of the FAM review, additional concessions were offered 
to our passengers. These include an enhanced monthly pass 
programme called “Monthly Pass Extra” which provides an 
additional 25% discount for domestic journeys connecting to 
or from stations beyond those covered by monthly passes, as 
well as a new “Tung Chung - Nam Cheong Monthly Pass Extra”. 
A new “MTR City Saver” ticket for frequent medium-distance 
travellers will also be introduced in 2014.

Passengers will also be able to directly share profits of the 
Company through a profit-related fare concession scheme. In 
addition, under the new Service Performance Arrangement 
we will offer concessions directly to passengers in cases where 
an operational fault on our network due to factors within the 
Company’s control causes a lengthy service disruption. These 
two fare concessions will be given in the form of the “10% 
Same-Day Second-Trip Discount” promotion.

Total Hong Kong fare revenue in the first half of 2013 was 
HK$7,188 million, a 4.9% increase over the same period of 
2012. Within this total, the Domestic Service accounted for 
HK$5,023 million or 69.9%. Average fare per passenger on our 
Domestic Service increased by 1.6% to HK$7.04, mainly due to 
adjustments in fares, partly offset by fare concessions.

Fare revenue from the Cross-boundary Service for the first six 
months of 2013 was HK$1,406 million, an increase of 4.1% over 
the first half of 2012. Fare revenue from the Airport Express 
was up 3.6% at HK$401 million. Light Rail and Bus fare revenue 
during the first half of 2013 was HK$289 million, a 3.6% 
increase over the same period of 2012, while fare revenue from 
the Intercity service was HK$69 million, increasing by 7.8%.

Promotions and Concessions
We have designed promotions during the period to attract 
more patronage and create better value for passengers. 
We expanded our Tourist Ticket offerings, one of which 
offered the chance to win complimentary Hong Kong 
Disneyland admission tickets. To attract more Mainland 
visitors, a new “Holiday – Hong Kong” Travel e-Book was 
published promoting the convenience of the MTR network. 
We continued to offer special promotions for our MTR Club 
members including a “Bonus Points Scheme”, exclusive 
experiences such as a chance to take a train cab ride and a look 
behind the scenes at the Operations Training Centre, as well as 
a 50% discount on the Airport Express for selected members.

Promotions for the Airport Express included an online “Buy 
1 Get 1 Free” promotion with credit card companies and free 
rides for children using Octopus during seleted festive seasons. 
“Ride to Rewards” members were invited to register for a lucky 
draw to win an entry to a unique wine tasting charity event 
held at the site of the decommissioned explosive storage 
magazine for the West Island Line project.

Market Share
The Company increased its overall share of the franchised 
public transport market in Hong Kong from 45.8% in the first 
six months of 2012 to 46.5% in the comparable period of 2013, 
which was mainly brought about by the increase in market 
share on our Domestic Service. Within this total, our share of 
cross-harbour traffic remained at around 66%. The Company’s 
market share of Cross-boundary business for the first six 
months declined from 54.4% to 53.4%, while market share to 
and from the airport rose slightly to 21.8% from 21.7%.

Fare Revenue
In April 2013, we concluded the first of a series of five-yearly 
reviews of the FAM with Government, keeping the overall FAM 
formula and the direct drive mechanism intact but introducing 
an objective and transparent methodology to calculate the 
productivity factor. Under the revised FAM, the productivity 
factor was calculated to be 0.6% for the five years from 2013 to 
2017, resulting in a fare adjustment this year of 2.7%. Without 
the revision, the adjustment would have been 3.2%, and 
thus passengers are enjoying fares which are lower than they 
otherwise would have been.
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Operations Performance in first half 2013

Service performance item
Performance 
Requirement

Customer Service 
Pledge Target

Actual 
Performance

Train service delivery 
– Kwun Tong Line, Tsuen Wan Line, Island Line, Tseung Kwan O Line,  

Tung Chung Line, Disneyland Resort Line and Airport Express 98.5% 99.5% 99.9%
– East Rail Line (including Ma On Shan Line) 98.5% 99.5% 99.9%
– West Rail Line 98.5% 99.5% 99.9%
– Light Rail 98.5% 99.5% 99.9%

Passenger journeys on-time 
– Kwun Tong Line, Tsuen Wan Line, Island Line, Tseung Kwan O Line,  

Tung Chung Line and Disneyland Resort Line 98.5% 99.5% 99.9%
– Airport Express 98.5% 99.0% 99.9%
– East Rail Line (including Ma On Shan Line) 98.5% 99.0% 99.9%
– West Rail Line 98.5% 99.0% 99.9%

Train punctuality 
– Kwun Tong Line, Tsuen Wan Line, Island Line, Tseung Kwan O Line,  

Tung Chung Line and Disneyland Resort Line 98.0% 99.0% 99.8%
– Airport Express 98.0% 99.0% 99.9%
– East Rail Line (including Ma On Shan Line) 98.0% 99.0% 99.9%
– West Rail Line 98.0% 99.0% 99.9%
– Light Rail 98.0% 99.0% 99.9%

Train reliability: train car-km per train failure causing delays ≥ 5 minutes 
– Kwun Tong Line, Tsuen Wan Line, Island Line, Tseung Kwan O Line,  

Tung Chung Line, Disneyland Resort Line and Airport Express N/A 600,000 3,699,774
– East Rail Line (including Ma On Shan Line) and West Rail Line N/A 600,000 3,788,577

Ticket reliability: magnetic ticket transactions per ticket failure 
– Kwun Tong Line, Tsuen Wan Line, Island Line, Tseung Kwan O Line, Tung 

Chung Line, Disneyland Resort Line, Airport Express, East Rail Line (including 
Ma On Shan Line) and West Rail Line N/A 8,000 10,600

Add value machine reliability 
– Kwun Tong Line, Tsuen Wan Line, Island Line, Tseung Kwan O Line,  

Tung Chung Line, Disneyland Resort Line and Airport Express 98.0% 99.0% 99.5%
– East Rail Line (including Ma On Shan Line) 98.0% 99.0% 99.9%
– West Rail Line 98.0% 99.0% 99.8%
– Light Rail N/A 99.0% 99.7%

Ticket machine reliability 
– Kwun Tong Line, Tsuen Wan Line, Island Line, Tseung Kwan O Line, Tung 

Chung Line, Disneyland Resort Line and Airport Express 97.0% 99.0% 99.5%
– East Rail Line (including Ma On Shan Line) 97.0% 99.0% 99.6%
– West Rail Line 97.0% 99.0% 99.5%
– Light Rail N/A 99.0% 99.9%

Ticket gate reliability 
– Kwun Tong Line, Tsuen Wan Line, Island Line, Tseung Kwan O Line,  

Tung Chung Line, Disneyland Resort Line and Airport Express 97.0% 99.0% 99.8%
– East Rail Line (including Ma On Shan Line) 97.0% 99.0% 99.9%
– West Rail Line 97.0% 99.0% 99.9%

Light Rail platform Octopus processor reliability N/A 99.0% 99.9%
Escalator reliability 

– Kwun Tong Line, Tsuen Wan Line, Island Line, Tseung Kwan O Line,  
Tung Chung Line, Disneyland Resort Line and Airport Express 98.0% 99.0% 99.9%

– East Rail Line (including Ma On Shan Line) 98.0% 99.0% 99.9%
– West Rail Line 98.0% 99.0% 99.9%

Passenger lift reliability 
– Kwun Tong Line, Tsuen Wan Line, Island Line, Tseung Kwan O Line,  

Tung Chung Line, Disneyland Resort Line and Airport Express 98.5% 99.5% 99.8%
– East Rail Line (including Ma On Shan Line) 98.5% 99.5% 99.8%
– West Rail Line 98.5% 99.5% 99.9%

Temperature and ventilation 
– Trains, except Light Rail: to maintain a cool, pleasant and comfortable train 

environment generally at or below 26°C N/A 97.5% 99.9%
– Light Rail: on-train air-conditioning failures per month N/A <3 0
– Stations: to maintain a cool, pleasant and comfortable environment generally 

at or below 27°C for platforms and 29°C for station concourses, except on very 
hot days N/A 91.0% 99.5%

Cleanliness 
– Train compartment: cleaned daily N/A 98.5% 99.9%
– Train exterior: washed every 2 days (on average) N/A 99.0% 100.0%

Northwest Transit Service Area Bus Service 
– Service Delivery N/A 99.0% 99.4%
– Cleanliness: washed daily N/A 99.0% 100.0%

Passenger enquiry response time within 6 working days N/A 99.0% 100.0%
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Service and Performance
During the first six months of 2013, our train service delivery 
and passenger journeys on time across the network were 
maintained at a world-class standard of 99.9%, which 
exceeds the targets set out in the Operating Agreement 
and our own more demanding Customer Service Pledges. 
This service excellence was recognised by numerous local 
and international awards. These include “The Best Public 
Transportation Service Award” in “Sing Tao Excellent Services 
Brand Award 2012”, for the seventh year in a row, “Category 
Award of Infrastructure & Economic – Public Transportation” 
for the ninth consecutive year in the “Hong Kong Service 
Awards 2013” and “Utility Provider (Public Transport) category 
in Hong Kong” in the “Reader’s Digest Trusted Brands Gold 
Award 2013”. The service quality of the Airport Express has 
recently achieved international recognition with the “North 
Star Air Rail Link of the Year” award in the Global AirRail 
Awards 2013.

Making MTR journeys more convenient and comfortable, 
especially for senior citizens, persons with disabilities and 
those travelling with baby prams, is one priority. Work is 
underway to install additional 52 wide gates in 30 MTR stations 
in 2013, of which 13 were already in place by the end of June. 
A new external lift will be completed at Shek Kip Mei Station 
later this year and eight more lifts will open by 2015. By that 
time, all but three of the existing 83 full-time MTR stations will 
have at least one independent barrier-free access point. In 
addition, new Customer Service Centres that are brighter and 
more accessible to those with disabilities have replaced the 
existing service centres at 15 of our busiest stations.

To provide timely and user-friendly information to passengers, 
we have upgraded our flagship MTR Mobile app, thus making 
it easier for passengers to be updated instantly about changes 
in train services. Since July 2013, free Wi-Fi hotspots have 
become available at all 84 MTR stations to help passengers 
stay connected.

Following the addition of more than 1,200 weekly train trips 
in 2012, we have continued to enhance services in different 
sections of the rail network to provide passengers with 
more convenient and comfortable journeys. From 20 April 
2013, train services on the East Rail Line were increased on 
Saturdays, while more couple-sets were deployed on the 
busier Light Rail routes on weekends. An additional 75 weekly 
train trips will be added on different lines by the end of 
August 2013. This year, we also launched an initiative to make 
journeys quieter by installing inflatable door seals to trains. 
Three trains running on the Tseung Kwan O Line are now fitted 
with such seals and work will begin later this year to retrofit 90 
train sets.

To provide better connectivity for passengers and enhance 
the general station ambiance, Fo Tan Station is currently 
undergoing a major refurbishment programme which includes 
joining the two currently separated concourses.

The Listening • Responding programme is an important pillar 
in our service offering and we will continue to explore new 
enhancement opportunities by listening and responding to 
views from users of our transport network.

To maintain good passenger safety performance, in addition 
to assistants in stations, we have increased both the number 
and the visibility of safety messages on trains and in stations. 
Safety promotion initiatives focusing on passenger behaviour 
on escalators have resulted in a notable reduction in escalator 
related accidents. We continue to instil a safety-first culture 

The Listening • Responding programme continued to drive 
improvements in services and performance in those areas 
where passengers have said they would like to see us do more. 
The positive response we have received from passengers to 
the changes we have made is very encouraging. Building on 
the success achieved in 2012, major initiatives in 2013 are 
focusing on providing more barrier-free access to stations, 
enhancing passenger communications and increasing train 
service frequency.
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Revenue from our Hong Kong station commercial businesses 
rose by 29.1% in the first half of 2013 to HK$2,194 million. The 
increase was derived mainly from higher station retail revenue. 
Operating costs of our Hong Kong station commercial 
businesses increased by 9.6% to HK$206 million, resulting 
in the operating profit for this business increasing 31.6% to 
HK$1,988 million, with an operating margin of 90.6%.

Station retail revenue increased 39.9% to HK$1,449 million. 
The increase was due to the significant rental increases at 
the Duty Free Shops at Lo Wu and Hung Hom stations under 
the new licence which commenced in January 2013, as well 
as higher rentals arising from trade mix refinements and 
favourable renewal rates in our station shops. As at 30 June 
2013, the number of station shops was 1,329, spread across 
55,946 square metres of retail space. Branding campaigns 
which reinforced the “Stylish Convenience” positioning 
of MTR Shops were launched to increase their appeal. To 
promote MTR Shops and stimulate spending, an “MTR Club 

Bonus Points Scheme” was launched, under which customers 
are rewarded with a “Bonus Points Card” instantly upon 
designated spending at participating MTR Shops.

Advertising revenue during the first six months of 2013 increased 
by 6.1% to HK$454 million, with the number of advertising 
units rising by 224 to 44,875. Innovation in formats continued, 
with a “Supernova Zone”, which blends advertising panels with 
interactive devices, installed in Hong Kong Station. The upper 
platform and Jardine Bazaar exits of Causeway Bay Station were 
also enhanced to improve their advertising potential.

Revenue from telecommunications in the first half of 2013 
rose by 29.9% to HK$217 million due mainly to incremental 
revenue from the launch of additional mobile phone services 
and capacity enhancement projects. Enhancement of 2G and 
3G data capacity was completed at 14 more stations during 
the six months. By the end of June 2013, 4G mobile phone 
service was available at 66 stations.

Hong Kong 
Station 
Commercial 
Businesses

in our workforce, encouraging reporting of potential hazards 
and near-miss incidents for timely mitigation through various 
channels, including an internal mobile app.

To promote continuous improvement in safety, in February 
2013 we engaged an external consultant to conduct an 
assessment of our Operations Division Safety Management 
System using the Railway Management Maturity Model 

developed by the Office of Rail Regulation in the UK. We 
achieved an excellent result, with our performance far better 
than the 2012 average for UK train operating companies.

We have also continued to explore energy saving initiatives 
to enhance productivity. An Energy Saving Competition 
was launched at the end 2012 and 31 proposals have been 
shortlisted for trial in 2013.
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Hong Kong 
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and Other 
Businesses

CEO’s Review of Operations and Outlook

During the first half of 2013, market sentiment in the Hong 
Kong property market continued to be dampened by the 
series of Government measures intended to stabilise prices 
and curb speculation. As a result, transaction volumes for sales 
of both residential and commercial property declined sharply. 
Average home prices remain supported by the prevailing 
low interest rates and only moderated slightly. Primary flat 
sales volume also shrank due to the delayed launch of new 
residential projects for sale after the Residential Properties 
(First-hand Sales) Ordinance took effect in late April 2013. 
Office leasing activities in Central remained subdued amid 
softer demand from traditional financial tenants, while the 
retail property market continued to be supported by domestic 
consumption and growth in inbound tourism.

Property Development in Hong Kong
Profit from Hong Kong property developments in the first half 
of 2013 was HK$531 million. This mainly comprised the sale of 
inventory units at The Riverpark at Che Kung Temple Station, 
Lake Silver and Island Harbourview.

During the first half of 2013 sales for The Riverpark continued, 
with 93% of the 981 units sold as at 30 June 2013. The 
Certificate of Compliance for The Riverpark was issued in April 
2013 and units are now being handed over to purchasers.

With regard to tendering activities, the Long Ping Station 
(South) site, where we act as agent for the relevant subsidiary 
of Kowloon-Canton Railway Corporation (“KCRC”), was 
tendered in May 2013. The site was awarded to a member 
company of Chinachem Group on 5 June 2013. In the 
meantime, we are examining the development packages for 
the Tai Wai Station, Tin Shui Wai Light Rail and LOHAS Park 
Package 4 sites with a view to putting these projects out to 
tender, depending on market conditions.

Progress continued to be made on future development sites. 
The Master Layout Plan for the Wong Chuk Hang site along the 
South Island Line (East) was approved by the Town Planning 
Board in February 2013.

In response to Government’s request, we are exploring 
opportunities for other new developments along our railway 
lines in order to provide more housing supply.

Property Rental and Management Businesses in 
Hong Kong
Revenue from our Hong Kong property rental and property 
management businesses in the first half of 2013 rose by 10.8% 
to HK$1,842 million. Operating costs increased by 9.4% to 
HK$304 million, resulting in operating profit increasing 11.0% 
to HK$1,538 million, with an operating margin of 83.5%.

Total property rental income in Hong Kong was HK$1,735 
million, 10.7% higher than in the first six months of 2012. Our 
shopping mall portfolio achieved an average 15% increase in 
rental reversion for the period. At the end of June 2013, our 
shopping malls in Hong Kong and the Company’s 18 floors at 
Two International Finance Centre (“Two ifc”) remained close to 
100% let.

As at 30 June 2013, the Company’s attributable share of 
investment properties in Hong Kong was 213,278 square 
metres of lettable floor area of retail properties, 40,969 square 
metres of lettable floor area of offices, and 14,282 square 
metres of property for other use.

Our retail portfolio again benefited from investments designed 
to improve the properties’ attractiveness, efficiency and 
environmental performance. Many of our MTR shopping 
malls were installed with electric vehicle chargers. Our energy 
conservation initiatives, ranging from improved lighting to air 
conditioning improvements, were recognised in numerous 
awards. These include the Indoor Air Quality Certificate (Good 
Class) from the Environmental Protection Department, as well 
as the Gold Certificates for Elements and Maritime Square 
and Blue Certificates for Ocean Walk, Hanford Plaza and 
Citylink Plaza under the Quality Water Recognition Scheme 
for Buildings of the Water Supplies Department. Our MTR 
Malls also actively participated in the “Food Wise Charter” of 
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Property Development Packages Completed during the period and Awarded

Location Developers Type
Gross floor 

area (sq. m.)
Period of  

package tenders
Expected 

completion date

LOHAS Park Station   

Package Three Cheung Kong (Holdings) Ltd. Residential
Kindergarten

128,544
1,000

Awarded in 
November 2007

2014

Austin Station     

Sites C and D New World Development Co. Ltd. 
and Wheelock Properties Limited 

Residential 119,116 Awarded in 
March 2010

2014

Tuen Mun Station#   

Century Gateway Sun Hung Kai Properties Ltd. Residential
Retail

119,512
25,000

Awarded in 
August 2006

By phases from 
2012 – 2013 

Tsuen Wan West Station#

City Point Cheung Kong (Holdings) Ltd. Residential 113,064 Awarded in 
September 2008

2014 

TW5 Cityside Chinachem Group Residential
Retail

66,114
11,210

Awarded in 
January 2012

2018

TW5 Bayside Cheung Kong (Holdings) Ltd. Residential
Retail
Kindergarten

167,100
40,000

550

Awarded in 
August 2012

2018
 

TW6 New World Development Co. Ltd. 
and Vanke Property (Overseas) 
Limited

Residential 62,711 Awarded in 
January 2013

2018

Nam Cheong Station#

Nam Cheong Sun Hung Kai Properties Ltd. Residential
Retail
Kindergarten

214,700
26,660

1,000

Awarded in 
October 2011

By phases from 
2017 – 2019 

Long Ping Station#

Long Ping (North) K. Wah International Holdings 
Limited and Sino Land  
Company Limited

Residential 48,675 Awarded in 
October 2012

2018

Long Ping (South) Chinachem Group Residential 41,990 Awarded in  
June 2013

2019

# as a development agent for the relevant subsidiaries of KCRC

Property Development Packages to be Awarded Notes 1 and 2

Location
No. of packages 
envisaged Type

Gross floor  
area (sq. m.)

Period of  
package tenders

Expected 
completion date

LOHAS Park Station 6 – 10 Residential
Retail

1,025,220 – 1,035,220
39,500 – 49,500

2013 – 2017 2020

Tai Wai Station 1 Residential
Retail

190,480
62,000

2013 2018 – 2019

Tin Shui Wai Light Rail 1 Residential
Retail

91,051
205

2013 2018

Wong Chuk Hang Station 3 – 6 Residential
Retail

357,500
47,000

2015 – 2020 2024

Ho Man Tin Station 2 Residential 128,400 2015 – 2018 2021

Notes:

1. Property development packages for which we are acting as development agent for the relevant subsidiaries of KCRC are not included.

2. These property development packages are subject to review in accordance with planning approval, land grant conditions and completion of statutory processes. 
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Mainland of 
China and 
International 
Businesses

Revenue in the first six months of 2013 from our railway 
subsidiaries outside of Hong Kong, namely Metro Trains 
Melbourne Pty. Ltd. (“MTM”), MTR Stockholm AB (“MTRS”) 
and MTR Corporation (Shenzhen) Limited (“SZMTR”), was 
HK$6,954 million. This represents an increase of 9.8% over 
the same period of 2012, and is mainly the result of increases 
in contracted revenue and, for SZMTR, higher passenger 
numbers. Operating costs were HK$6,506 million, resulting 
in a 34.5% rise in operating profit to HK$448 million and an 
operating profit margin of 6.4%.

Our associates outside of Hong Kong, Beijing MTR Corporation 
Limited, London Overground Rail Operations Limited 
(“LOROL”) and Tunnelbanan Teknik Stockholm AB (“TBT”) 
maintained their good performance. After the commencement 
of operation of Hangzhou Metro Line 1 (“HZL1”) on 24 
November 2012, we have for the first time included the full 
half year results of our new 49% owned associate, Hangzhou 
MTR Corporation Limited (“HZMTR”), which incurred an 
operating loss higher than our original forecast, due mainly to 

the Food Wise Hong Kong Campaign and the “Energy Saving 
Charter 2013” organised by the Environmental Protection 
Department.

Hong Kong property management revenue in the first six 
months of 2013 rose by 12.6% to HK$107 million. As at 30 June 
2013, the number of residential units under our management 
in Hong Kong had risen by 3,177 to 89,443, with additional 
units from The Wings, The Riverpark and La Splendeur. The 
area of managed commercial space was 763,018 square 
metres. During the six months, our MTR properties also gained 
recognition, including three awards for The Palazzo in the 
“11th Quality Building Management Competition – Shatin 
District”.

Other Businesses
The Ngong Ping cable car (“Ngong Ping 360”) and associated 
theme village achieved a 75.9% increase in revenue in the 
first six months of 2013 to HK$153 million. Visitor numbers 
for the period reached approximately 800,000 and reliability 
exceeded the target of 99.65%. Ngong Ping 360 completed a 
major haul rope replacement project in March 2013, which was 
part of the predictive maintenance regime designed to ensure 
system reliability. Ridership was supported by numerous 

promotional activities, including a Guinness World Record 
skipping event involving 46 local athletes.

Revenue from our consultancy business in the first half of 
2013 was HK$60 million, an increase of 36.4% over the same 
period of 2012. Consultancy services were provided to clients 
in Hong Kong, Australia, the Middle East and Macau.

Octopus continued to expand its presence in the retail sector 
and the Company’s share of Octopus’ net profit for the first 
half of 2013 was HK$102 million, a 7.4% increase over 2012. 
By 30 June 2013, over 5,000 service providers in Hong Kong 
were using the Octopus service. Total Octopus cards and 
other stored-value Octopus products in circulation during 
the period were 23.3 million. Average daily transaction 
volume and value were 12.7 million and HK$134.8 million 
respectively.

Income from project management services to Government, 
predominantly for entrustment works on the Hong Kong 
section of the Guangzhou-Shenzhen-Hong Kong Express 
Rail Link (“Express Rail Link”) and Shatin to Central Link, was 
HK$670 million in the first six months of 2013, an increase 
of 102.4% over the same period of 2012. Income from the 
entrustment works is booked on a cost recovery basis.
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lower than expected passenger numbers. Plans have been put 
into place to enhance patronage on this line. Our overall share 
of losses from these four associates for the first six months in 
2013 was HK$51 million.

Total passengers carried by our rail subsidiaries and associates 
outside of Hong Kong was approximately 652 million in the 
first half of 2013, against approximately 556.5 million in the 
first half of 2012.

Railway Businesses in the Mainland of China
In the Mainland of China, Beijing Metro Line 4 (“BJL4”) and the 
Daxing Line continued to exceed service targets. Combined 
ridership in the first half of 2013 was 212.7 million passenger 
trips, with average weekday patronage of more than 1.2 
million. The two lines have 35 stations and a combined length 
of 50 km.

In May 2013, Phase 1 of the BJL14 opened on schedule. The 
12.4-km section of the new line has seven stations, running 
from Zhangguozhuang Station to Xiju Station in the south-
western part of Beijing. The service performance has been 
satisfactory since the line opening, with average weekday 
patronage of 40,000.

Shenzhen Metro Longhua Line (“SZL4”) operational 
performance also exceeded targets during the period. 
Ridership for the six months was 64 million, with average 
weekday patronage reaching 350,000. The line runs 20.5 km 
and has 15 stations.

HZL1, which has 31 stations covering 48 km, recorded 
a ridership of 34.5 million for the six months. Since 
commencement of operations in November 2012, HZL1’s 
service performance has been good. Ridership of the line is 
below the original forecast although its average weekday 
patronage has increased to over 300,000 after the recent 
opening of the Hangzhou East high speed rail station. We have 
launched initiatives to drive patronage growth.

Railway Businesses Overseas
In the UK, LOROL continued to gain recognition for its 
excellence in service delivery. The network now extends to 
57 stations over 124 km. Ridership in the period was over 63 
million, with weekday average exceeding 430,000. LOROL 
won several awards during the period, including “Golden 
Whistles Awards” in the areas of Operational Performance and 
Operational Safety from the Institution of Railway Operators 
in January 2013, as well as three awards in the annual London 
Transport Awards in March 2013, namely “London 2012 
Transport Teams”, “Frontline Employee of the Year” (joint 

winner) and “Rail Station of the Year” (highly commended). 
In recognition of LOROL’s outstanding performance over the 
past five years, Transport for London (“TfL”) has extended our 
franchise to operate and maintain the London Overground rail 
services from November 2014 to November 2016.

In Stockholm, MTRS’ services in the capital continued to meet 
or exceed the contractual requirements. Ridership for the 
six months was about 166.4 million, with average weekday 
patronage reaching 1.2 million. The line consists of 100 
stations and runs 110 km.

In Melbourne, patronage on MTM held steady. Ridership 
for the six months was 111.7 million, with average weekday 
patronage reaching 786,000. The line has 217 stations and 
runs 390 km. In February 2013, the safety related advertising 
campaign of MTM won the prestigious “Ad Campaign of the 
Year” and “Ad of the Year” awards at the AdNews Agency of 
the Year Awards.

Property Development, Rental and Management 
Businesses in the Mainland of China
MTR Property Development (Shenzhen) Company Limited is in 
the process of developing Shenzhen Metro Longhua Line Depot 
Site Phase 1. The total developable gross floor area of the site 
is approximately 206,167 square metres. Depending on market 
conditions, pre-sale can take place as early as the end of 2014.

We continue actively to pursue other rail plus property 
opportunities in the Mainland of China. On 5 August 2013, 
Tianjin TJ-Metro MTR Construction Company Limited, a joint 
venture company formed by a wholly-owned subsidiary of 
the Company (49%) and Tianjin Metro (Group) Company 
Limited (51%) won the bidding for the land use right for a 
site at Beiyunhe Station on Tianjin Metro Line 6 in Tianjin, at 
a price of RMB2,075 million. The total developable gross floor 
area of the site is approximately 278,650 square metres. The 
joint venture company will develop the site for residential 
and commercial use.

Revenue from our property rental and property management 
businesses in the Mainland of China increased by 6.0% to 
HK$71 million for the six months of 2013. Our shopping mall in 
Beijing, Ginza Mall, achieved an occupancy rate of 100% at the 
end of June 2013.

The Company’s managed gross floor area in the Mainland 
of China remains unchanged at 233,000 square metres. This 
comprised AO City Fortune Centre in Beijing, with 22,000 square 
metres of commercial and 63,000 square metres of residential 
space, and the North Star Shopping Center and offices in Beijing 
with 148,000 square metres of commercial space.
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CEO’s Review of Operations and Outlook

Future 
Growth

The first six months of 2013 saw steady progress on our 
network expansion projects in Hong Kong, as well as in the 
Mainland of China.

Growth in Hong Kong
The 3-km West Island Line is an extension of the Island Line. As 
at 30 June 2013, the project was 74% complete and remains 
on schedule to open next year.

Civil construction works up to concourse level at all three new 
stations are complete. Kennedy Town Station was topped 
out in April 2013. The tunnels are lined and complete, with 
rail installed in both uptrack and downtrack tunnels. The new 
trackwork connection to the existing Sheung Wan Station and 
Island Line is complete. Works trains are now in full operation 
supporting the installation of services in the tunnels and 
the stations. Electrical and Mechanical (“E&M”) installation 
works, to fit out the stations and tunnels, are progressing well. 
Construction of the station entrances continues.

The 7-km South Island Line (East) will extend MTR services 
from Admiralty to the Southern District of Hong Kong Island, 
with a train depot located in Wong Chuk Hang. As at 30 June 
2013, the project was 41% complete and is on target to open 
in 2015.

Excavation at the Admiralty Station extension site is under 
way to construct the new integrated station for the South 
Island Line (East) and Shatin to Central Link. A combination of 
open cut excavation and drill and blast tunnelling methods 
is being used and, overall, 25% of the excavation has been 
completed. Drill and blast excavation of the Nam Fung 
Tunnel is 40% complete to connect to the southern area 
of Hong Kong Island. The first viaduct section between the 
Nam Fung portal and Ocean Park Station is complete and 
noise barrier installation has commenced. The foundations, 
substructure and concourse levels of Ocean Park and 
Wong Chuk Hang stations are also complete. At the Wong 
Chuk Hang Depot, the substructure is 90% complete and 
superstructure works are well advanced. Structural works 

for the Aberdeen Channel Bridge have been completed, 
while tunnel and cavern excavation between Lei Tung and 
South Horizons stations is 90% complete. Procurement of 
the railway system E&M contracts has been completed and 
design works are in progress.

The 2.6-km Kwun Tong Line Extension will extend the Kwun 
Tong Line from its existing terminus at Yau Ma Tei Station to 
new stations in Ho Man Tin and Whampoa. As at 30 June 2013, 
the project was 44% complete and remains on schedule to 
open in 2015.

Site formation excavation at Ho Man Tin Station passed 80% 
completion and tunnel excavation between Yau Ma Tei and 
Whampoa stations was 28% complete by end June 2013. At 
Whampoa Station, cofferdam piling for both concourses is 
90% complete.

The 26-km Express Rail Link, funded by Government, will 
provide high speed cross-boundary rail services connecting 
Hong Kong to Shenzhen, Guangzhou and the high speed 
rail network in the Mainland of China. Served by the West 
Kowloon Terminus, it is on schedule for completion in 2015. As 
at 30 June 2013, the project was 41% complete.

At the West Kowloon Terminus, access was given to E&M 
contractors from March 2013. Diaphragm wall panels for the 
approach tunnel at West Kowloon Terminus are complete, 
along with 17% of the Terminus concrete structure. Tunnel 
breakthrough was achieved at Kwai Chung and the last Tunnel 
Boring Machine (“TBM”) was launched from Mai Po. By end June 
2013, 78% of all tunnel and adit excavations had been achieved.

The 17-km Shatin to Central Link, funded by Government, 
has two sections and ten stations, including six interchange 
stations linking existing and future railway lines. The first 
phase is scheduled for completion in 2018 and the second 
phase in 2020.

During the period, 19 civil and ten E&M works contracts were 
awarded. Scoping and sequencing for the Hung Hom to 
Admiralty section is 50% complete. Civil works on the Tai Wai to 
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Hung Hom section commenced and construction of TBM tunnel 
launching shafts at To Kwa Wan and Diamond Hill is progressing.

The number of railway construction sites underway in Hong 
Kong rose to about 180, with over 11,400 workers employed 
daily. Our safety programmes secured more awards, and 
events such as “Safety Week”, “Worker Health” and “Well-being 
Month” and a campaign to address heat stress helped raise 
awareness.

Separately, on our existing MTR network, accessibility to 
the system was improved with the new integrated entrance 
at Che Kung Temple Station connecting to the property 
development, The Riverpark, while construction of the 
Tsim Sha Tsui Station entrance A1 enhancement works is 
progressing. The Carnarvon Road Subway project linking Tsim 
Sha Tsui Station and the K11 Art Mall was authorised in March 
2013.

Support for sustainable development of the railway network 
during the public engagement for RDS-2U was overwhelming. 
We are ready to collaborate with Government to continue with 
expansion of the rail network beyond 2020 for the benefit of 
the travelling public of Hong Kong.

Growth in the Mainland of China and Overseas
In Beijing, BJMTR initialled the Concession Agreement with the 
Beijing Municipal Government for BJL14 in November 2012. 
Under the RMB50 billion Public-Private-Partnership project, 
BJMTR is responsible for provision of E&M systems and rolling 
stock, as well as operation and maintenance of the line over a 
term of 30 years. The line runs for 47.3 km and has 37 stations, 
including ten interchange stations. Phase 1 commenced 
operation on 5 May 2013, while Phases 2 and 3 are targeted to 
open in 2014 and 2016 respectively.

The Company submitted a proposal for the construction and 
operating concession for Shenzhen Metro Line 6 (“SZL6”) 
in April 2013 and we have been selected by the Shenzhen 
Development and Reform Commission as the potential foreign 
investor for the project.

In Australia, a consortium of which the Company is a member, 
was shortlisted to bid for the Operations, Trains and Systems 
Contract for the Sydney North West Rail Link in May 2013. If 
successful, this would be our first Public-Private-Partnership 
project overseas.

In the United Kingdom, we have been shortlisted to tender for 
both the Essex Thameside and Thameslink franchises. These 
tenders were suspended as part of an independent review 
of the UK’s entire rail franchising process following a legal 
challenge relating to another franchise. The Department for 
Transport has announced that a revised Invitation to Tender 
for these two franchises will be issued to bidders later in 
the year. We were also shortlisted to tender for the Crossrail 
concession by TfL in June 2013.

Financial Review
The Group continued to deliver good financial performance in 
its recurrent businesses in the first half of 2013. Total revenue in 
the first half of 2013 increased by 12.0% to HK$19,214 million. 
Driven by patronage growth in all services, revenue from Hong 
Kong transport operations rose by 5.0% to HK$7,258 million. 
Revenue from Hong Kong station commercial businesses grew 
by 29.1% to HK$2,194 million mainly due to the significant 
increase in rental rates from licence renewal of the Duty Free 
Shops at Lo Wu and Hung Hom stations effective on 1 January 
2013. Hong Kong property rental and management income also 
increased by 10.8% to HK$1,842 million as a result of positive 
rental reversion and the full-period contribution from PopCorn 
which opened in late March 2012. Income from other businesses 
rose significantly, by 88.0% to HK$895 million, mainly due to the 
project management fee on the Shatin to Central Link booked 
on a cost recovery basis commencing in June 2012. Excluding 
all the project management fees, income from other businesses 
increased by 55.2%, mainly due to a lower comparative income 
from Ngong Ping 360 in 2012 as a result of the suspension 
of cable car services from late January to early April 2012. 
Outside of Hong Kong, revenue from the railway subsidiaries 
in Stockholm, Melbourne and Shenzhen, as well as property 
rental and management in the Mainland of China, increased by 
9.7% to HK$7,025 million, mainly attributable to the increase in 
income from the operations in Melbourne and Stockholm.

Total operating costs increased by 10.8% to HK$11,882 
million. Expenses relating to Hong Kong transport operations 
increased by 5.4%, slightly higher than the revenue growth, 
mainly due to above-inflation increases in the energy tariff rate 
and Government rent and rate charges, as well as additional 
maintenance and railway support expenditures for service 
enhancement under the Listening • Responding programme. 
Expense growth rates in our Hong Kong station commercial 
businesses, Hong Kong property rental and management 
businesses and Mainland of China and international 
subsidiaries were below their corresponding revenue growth 
rates, at 9.6%, 9.4% and 8.4% respectively. As a result of 
booking the Shatin to Central Link project management on 
a cost recovery basis, expenses relating to other businesses 
increased by 74.4%. Excluding these project management 
costs, expense growth was 10.3%. Project study and business 
development expenses increased by 55.0% to HK$155 million, 
mainly due to expenditure for railway franchise bids in 
Australia and the United Kingdom.

Operating profit before Hong Kong property development, 
depreciation, amortisation and variable annual payment 
(“EBITDA”) increased by 14.1% to HK$7,332 million, with 
operating margin improving from 37.5% in 2012 to 38.2%. 
Excluding subsidiaries outside of Hong Kong, EBITDA 
increased by 12.9% to HK$6,872 million with a slight decrease 
in EBITDA margin from 56.6% in 2012 to 56.4%.

Hong Kong property development profit was 15.3% less than 
the same period last year at HK$531 million, and was mainly 
derived from the sale of inventory from The Riverpark, Island 
Harbourview and Lake Silver, as well as receipt of sharing-in-
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Preferred Financing Model and Debt Profile
The Preferred Financing Model exemplifies the Company’s prudent approach to 
debt management and helps ensure a well balanced debt portfolio.

(Preferred Financing Model) vs. Actual debt profile 
As at 30 June 2013

Interest rate base
(Percentage)

Maturity
(Percentage)

Source
(Percentage)

Currency
(Percentage)

(60-90) 78 (10-40) 22

Short term loans and overdrafts
Export credits

Medium term loans
Capital market instruments

(50-80) 61 (20-50) 39

Floating rateFixed rate

(85-100) 97

Unhedged US$
Hedged (Include hedged by cash flows of underlying businesses)

Beyond 5 years2 to 5 yearsWithin 2 years

(20-40) 31 (20-40) 32 (20-50) 37

(0-15) 0(0-10) 0

(0-15) 3

As at 30 June 2013
(HK$ billion)

Simplified Consolidated Balance Sheet

Assets

Cash and investment-graded 
securitiesInvestment properties

Property development 
in progress

Others

Railway system

100.46 57.34

17.53

Financing

Debt
Deferred tax liabilities
Others

Equity

146.58 34.04

17.45

10.80 21.67

9.73

kind assets at The Riverpark. Depreciation and amortisation 
increased slightly by 1.7% to HK$1,641 million, while the 
variable annual payment increased substantially by 46.5% to 
HK$589 million as the relevant revenue derived from KCRC’s 
assets has reached the highest progressive charge rate of 35%. 
Profit before interest and finance charges was therefore 11.8% 
better than the same period last year at HK$5,633 million.

Interest and finance charges increased by 0.7% to HK$435 
million. The increase in value of investment properties 
since the end of 2012 was HK$1,907 million as compared to 
HK$1,740 million for the same period last year. The share of 
profits of associates, including Octopus Holdings Limited and 
its subsidiaries as well as railway associates in the Mainland 
of China and overseas, decreased by 82.9% to HK$51 million 
mainly due to the share of HK$161 million of loss of HZMTR, 
as well as the lower profit from Beijing MTR Corporation 
Limited due to BJL14’s pre-operating expenses and one-off 
adjustments made for BJL4 in 2012. Excluding these, the 
Group’s share of profits of associates increased by 4.3% to 
HK$243 million.

After deducting income tax of HK$900 million and the non-
controlling interests’ share of profit of HK$98 million, net 
profit attributable to shareholders of the Company was 
HK$6,158 million, increasing by 6.4% as compared to the 
same period last year. Earnings per share therefore increased 
from HK$1.00 to HK$1.06. Excluding investment property 
revaluation, profit from underlying businesses attributable 
to shareholders increased by 5.1% to HK$4,251 million, of 
which HK$3,804 million, a 8.0% increase over the first half of 
2012, was derived from recurrent businesses while HK$447 
million, a 14.7% reduction as compared to the same period 
last year, was derived from property developments. Earnings 
per share based on the underlying business profit increased 
from HK$0.70 to HK$0.73. The Board has declared an interim 
dividend of HK$0.25 per share.

The Group’s balance sheet strengthened further with net 
assets increasing by 2.4% from HK$143,111 million as at 
31 December 2012 to HK$146,583 million as at 30 June 
2013. Total assets increased by 0.5% to HK$207,796 million 

as a result of the investment property revaluation gain, 
capitalisation of further construction of the South Island Line 
(East) and Kwun Tong Line Extension, as well as property 
development costs incurred for the Ho Man Tin and Wong 
Chuk Hang sites. These asset additions were partly offset by 
the decrease in cash balance, reductions in properties held 
for sale due to the sale of units in inventory and settlement 
of accounts receivable on property developments under 
debtors, deposits and payments in advance. Total liabilities 
decreased by 3.7% to HK$61,213 million mainly due to the 
settlement of the land cost for the Shenzhen Metro Longhua 
Line Depot Site and the utilisation of the Government subsidy 
for the construction of the West Island Line under creditors 
and accrued charges. Total loan outstanding decreased from 
HK$23,577 million as at 31 December 2012 to HK$23,231 
million as at 30 June 2013. With the decrease in cash balance, 
the net debt-to-equity ratio increased from 11.0% as at 31 
December 2012 to 11.6% as at 30 June 2013.

The Group continued to maintain a strong cash position 
during the first half of 2013. Excluding working capital 
movement, net cash inflow generated from operating 
activities increased by 14.3%, similar to the EBITDA growth, to 
HK$7,369 million. Including working capital movement, receipt 
of government subsidy for the Shenzhen Metro Longhua Line 
operation and tax payment, net cash inflow from operating 
activities increased only slightly by 1.0% to HK$8,056 million 
due to additional rental deposits collected in 2012 for the 
renewed Duty Free Shops licence. Cash received from property 
developments was HK$2,422 million, mainly from the sale of 
units and reimbursement of land premium in respect of The 
Riverpark. Including dividends and loan repayment received 
from associates, net cash receipt in relation to the Shatin to 
Central Link entrustment works and other miscellaneous 
cash receipts, total cash inflow in the period was HK$10,588 
million. Total capital expenditure paid was HK$7,652 million, 
comprising HK$3,857 million for the construction of new 
railway extensions, HK$1,400 million for asset additions 
of existing operations and HK$2,395 million for property 
renovation and developments, which included RMB1,577 
million in relation to the settlement of land cost for the 
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The Company, together with its controlled subsidiaries, 
employed 15,767 people in Hong Kong and 6,933 outside of 
Hong Kong as at 30 June 2013.

To meet the Company’s manpower needs for business 
expansion and succession planning, we continued our efforts 
in staff recruitment and development. During the first six 

months of 2013, a total of 1,036 new hires were made, and 
654 people were promoted internally. Different resourcing 
channels were used and various development schemes 
designed for graduate trainees, functional associates and 
apprentices are in place to attract and develop talent. Staff 
turnover remained low at 4.1%.

Human 
Resources

Shenzhen Metro Longhua Line Depot Site. Including variable 
annual payment of HK$883 million, net interest payment of 
HK$288 million and dividend payment of HK$3,209 million, 
total cash outflow in the period was HK$12,032 million. As a 
result, the Group recorded a net cash outflow of HK$1,444 
million before financing activities. Including a net loan 
repayment of HK$106 million, the Group’s cash balance 
decreased by HK$1,550 million to HK$17,059 million.

Financing Activities
After hitting historical lows in 2012, US Treasury yields 
remained subdued in 2013 until the beginning of May when 
concerns over the tapering of the Federal Reserve’s bond 
buying programme saw 10-year and 30-year yields rise from 
lows of 1.63% per annum and 2.82% per annum respectively 
to 2.49% per annum and 3.50% per annum on 30 June. With 
the rise in levels and volatility in Treasury yields, US dollar 
bond issuance activities significantly slowed in June. Short-
term interest rates, however, were lower compared with the 
same period last year with the average 3-month USD-LIBOR 
and 3-month HKD-HIBOR falling to around 0.28% per annum 
and 0.38% per annum.

The Group took advantage of the near-historical low Treasury 
yields and HK dollar interest rates to issue two tranches of 
30-year Hong Kong dollar fixed rate notes totalling HK$700 
million with a coupon rate of 3.25% per annum and a 30-year 
US dollar fixed rate note for US$90 million with a coupon rate 
of 3.65% per annum. Totalling about HK$1,400 million, these 
notes further lengthened the debt maturity profile and helped 
lock in attractive fixed rate long-term funding for the Group.

Despite continued economic uncertainties and regulatory 
issues, bank liquidity and appetite to lend improved 
significantly during the period. Loan pricing has dropped 
significantly from the highs in mid-2012 and banks were 
willing to lengthen maturity. As a strategy to diversify its 
funding sources, the Group arranged, on a bilateral basis, 
HK$2,300 million of revolving term loan facilities during the 
first half of 2013, with 5 and 7-year maturities.

The liquidity position of the Group remained strong. At the 
end of June 2013, the Group had total cash and bank deposits 
balance of HK$17,060 million, as well as total undrawn 
committed banking facilities of HK$7,003 million, which will 
provide sufficient forward coverage of our funding needs well 
into the first half of 2014.

The Group’s debt portfolio was prudently managed and 
remains well diversified in accordance with the Preferred 
Financing Model. At the end of June 2013, 31.1% of the 
Group’s total debt outstanding had maturity of within 2 years, 
32.3% between 2 and 5 years, and 36.6% beyond 5 years, with 
acceptable refinancing risk. Foreign exchange rate risk was 
well managed, with 97% of debt outstanding in HK dollars, 
hedged into HK dollars, or hedged by foreign currency cash 
flows from underlying businesses. Approximately 60.6% of 
debt outstanding was in fixed rate, indicating a moderate 
exposure to interest rate risk.

During the first half of 2013, the Group’s weighted average 
borrowing cost increased slightly to 3.5% per annum from 
3.3% per annum during the same period last year, mainly due 
to a higher level of fixed rate debt.
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The Company was selected as the “Most Attractive Employer”, 
according to a survey conducted in Hong Kong by the 
Randstad Group, one of the world’s largest human resources 
service firms. The results echoed the findings of our 2012 Staff 
Attitude Survey, conducted in October last year, in which 88% 
of our staff agreed that they were proud to be a staff member 
of MTR, while 81% agreed that MTR was a good employer.

New batches of talent were identified under the Executive 
Associate Scheme and People Development Initiative for 
further development along the Integrated Leadership 
Pipeline. The Executive Continuous Learning Programme 
kept Executive Managers and Senior Managers abreast of 
the latest business best practices and management insights. 
Our first “Leaders Forum” was held in April 2013, with CEO-
level executives from multinational companies in different 
industries sharing their insights.

Our long-standing programmes to promote MTR’s culture of 
excellence, learning and caring continued. Under the Academy 
of Excellent Service, we established an “AES Channel”, a “TV” 
channel broadcasting videos of service tips in stations. A 
mobile learning app called “ESpedia” is also in place to provide 
handy service-related information to staff.

More than 2,200 sessions of the “Enhanced Staff 
Communication Programme” were organised in the first half 
of 2013, with over 30,000 participants, to strengthen two-way 
communication between line managers and frontline staff. 
Forums for Executive Managers and CEO audio messages were 
developed as new channels to enhance communication and 
interaction with senior management.

“Work Improvement Team” (“WIT”) training to encourage 
collective innovation and continuous improvement continued. 
The WIT culture was further instilled in the Mainland of China 
with the formation of the Beijing WIT Steering Committee.

During the first six months of 2013, 3,075 courses were 
delivered providing 3.1 training days per Hong Kong employee. 
The Company’s efforts in training and development gained 
recognition globally, winning three awards in the American 
Society for Training and Development (ASTD) Award.

Community Engagement
The Company’s commitment to corporate responsibility 
saw 93 community projects under the “More Time Reaching 
Community” Scheme take place during the first six months 
of the year involving over 2,100 volunteers. MTR has been 
a supporter of the Hong Kong Athletes Career & Education 
Programme which aims to give retired athletes job 
opportunities as well as life skills training.

With regard to our new railway projects under construction 
in Hong Kong, we continue to listen and respond to the 
opinions of the community through various channels. During 
the course of our construction works, we have maintained 

relationships with the community through numerous charity, 
environmental and volunteering activities, and have aimed 
to minimise disruption to traffic, pedestrians and residents. 
Of note was a charity fund raising event organised by the 
Company at the site of the decommissioned explosive 
storage magazine for the West Island Line project. Some 400 
donors enjoyed the evening of wine and music, which raised 
HK$1.24 million for The Community Chest to enhance its 
services to the needy.

Outlook
Uncertainties continue to hang over the global economy, 
and there have been signs of a slow-down in the economy of 
the Mainland of China in recent months from its outstanding 
growth in past years.

All of our recurrent businesses in and outside Hong Kong 
remain robust. However, these may, to some extent, be 
affected by changes in the global economy. Our businesses 
outside of Hong Kong should increase revenue further as 
these franchises mature and we will continue to pursue new 
opportunities as they arise.

As mentioned before, based on the existing construction 
programme, we do not expect booking of development profits 
from property projects under development in the second half 
of this year, but may have profit contribution from the sale of 
inventory units.

Looking forward, we expect the next projects for pre-sale 
will be The Austin (Austin Station Site C) and LOHAS Park 
Package 3, depending on market conditions.

In our property tendering activities, depending on market 
conditions, we may tender the development sites at Tai Wai 
Station, Tin Shui Wai Light Rail and LOHAS Park Package 4.

Finally, I would like to thank my fellow Board Members and all 
my MTR colleagues for their contributions during the past six 
months, which have set us on the right track for the full year. I 
welcome two new members of the Executive Committee, Mr 
Stephen Law, who joined us as our Finance Director on 2 July 
2013, and also Ms May Wong, who was appointed as General 
Manager – Corporate Relations on 10 January, upon the 
retirement of Mrs Miranda Leung.

Jay H Walder, Chief Executive Officer 
Hong Kong, 26 August 2013
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