
REASONS FOR THE ADJUSTMENTS
On 21 October 2005, the Company and the other shareholders of Octopus Cards entered into a number of
agreements to adjust the arrangements relating to Octopus Cards, in order to spin off the non-payment businesses
of Octopus Cards into new, separate subsidiaries independent of the payment business of Octopus Cards that is
regulated by the Hong Kong Monetary Authority. Octopus Cards has been involved in the non-payment business
of international automatic fare collection consultancy services.
To effect these adjustments, a new holding company (OHL) has been interposed between Octopus Cards and its
former shareholders to hold the entire issued share capital of each of the new companies set up in connection
with the non-payment businesses of Octopus Cards as well as Octopus Cards (as illustrated below under the
heading “Adjusted Structure”). The economic substance of the relationship between the shareholders of Octopus
Cards has not changed as a result of the Adjustments, other than the fact that their interests in Octopus Cards
have become indirect instead of direct. No other benefits are expected to accrue to the Company as a result of the
Adjustments.
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THE ADJUSTMENTS – CONNECTED TRANSACTIONS
The Adjustments involve the following:
The Company has incorporated OHL as a new wholly-owned subsidiary. Pursuant to a Sale and Purchase
Agreement dated 21 October 2005, the shareholders of Octopus Cards sold all their shares in Octopus Cards to
OHL in consideration for the issue to them of new shares in OHL. As a consequence, the shareholding structure
of OHL is the same as that of Octopus Cards immediately before such sale and purchase of shares in Octopus
Cards. Octopus Cards has therefore become a wholly-owned subsidiary of OHL and OHL has been interposed
between the current shareholders of Octopus Cards and Octopus Cards, with the result that the direct
shareholding interests of Octopus Cards’ former shareholders in Octopus Cards are the same as their current
indirect shareholding interests in Octopus Cards.
Immediately after completion of the sale and purchase of shares in Octopus Cards, the sellers under the Sale and
Purchase Agreement entered into a Shareholders’ Agreement in respect of arrangements regarding OHL. The
Shareholders’ Agreement is substantially the same as the shareholders’ agreement that was in place governing the
arrangements regarding Octopus Cards and has replaced the Octopus Cards shareholders’ agreement.
At the same time, the shareholders of OHL made a loan in aggregate amounting to HK$150 million to OHL
pursuant to a Subordinated Loan Agreement, with each shareholder lending an amount in proportion to its
shareholding in OHL. The Company has therefore lent HK$86.1 million to OHL (or 57.4% of the total amount of
the loan). The loan is for a term of five years and is unsecured, the rights of the lenders are subordinated in all
respects to the rights of the other unsubordinated creditors of OHL in respect of all other unsubordinated
liabilities, and interest on the loan is payable at a rate of 5.5% per annum. The loan was effectively funded by a
dividend payment from Octopus Cards to its shareholders, which was then loaned back to OHL.
Octopus Cards then transferred the entire issued share capital of one of its wholly-owned subsidiaries, OND, to
OKL, a wholly-owned subsidiary of OHL set up for all international consultancy activities.
The Directors (including the independent non-executive Directors) believe that the terms of the Adjustments and
the related documentation are fair and reasonable and in the interests of the shareholders of the Company as a
whole.
GENERAL
As KCRC and KMB are both substantial shareholders of a subsidiary of the Company (namely, Octopus Cards),
and Octopus Cards is a non wholly-owned subsidiary of the Company where KCRC and KMB are each entitled
to exercise 10% or more of the voting power at any general meeting of Octopus Cards, each of KCRC, KMB and
Octopus Cards is therefore a connected person of the Company and the Adjustments described above involve
connected transactions for the Company under Rule 14A.13 of the Listing Rules. To the best of the Directors’
knowledge, information and belief having made all reasonable enquiry, all of the other counterparties and their
ultimate beneficial owners are third parties independent of the Company and connected persons of the Company.
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ADJUSTMENT OF ARRANGEMENTS RELATING TO OCTOPUS CARDS LIMITED
CONNECTED TRANSACTIONS

On 21 October 2005, the Company and the other shareholders of Octopus Cards entered into a number of agreements to adjust the arrangements relating to Octopus Cards, in order to spin off the non-payment businesses of
Octopus Cards into new, separate subsidiaries independent of the payment business of Octopus Cards that is regulated by the Hong Kong Monetary Authority. Accordingly, a new holding company (OHL) has been interposed
between Octopus Cards and its former shareholders to hold the entire issued share capital of each of these new companies as well as Octopus Cards (as illustrated below under the heading “Adjusted Structure”). The economic
substance of the relationship between the shareholders of Octopus Cards has not changed as a result of the Adjustments, other than the fact that their interests in Octopus Cards have become indirect instead of direct.
As KCRC and KMB are both substantial shareholders of a subsidiary of the Company (namely, Octopus Cards), and Octopus Cards is a non wholly-owned subsidiary of the Company where KCRC and KMB are each entitled to
exercise 10% or more of the voting power at any general meeting of Octopus Cards, each of KCRC, KMB and Octopus Cards is therefore a connected person of the Company and the Adjustments involve connected transactions
for the Company under Rule 14A.13 of the Listing Rules. As disclosed in the announcement of the Company dated 13 January 2005, the Stock Exchange has granted the Waiver to the Company from strict compliance with the
requirements of Chapter 14A of the Listing Rules which would otherwise apply to certain connected transactions, including transactions with associates of the Government (such as KCRC) and Octopus Cards. The Waiver is
subject to the conditions described below under the heading “General”. The Stock Exchange has updated the Waiver to reflect the Adjustments.
Transactions with KMB are not within the terms of the Waiver and are therefore subject to the requirements of Chapter 14A of the Listing Rules.
Accordingly, this announcement is made in accordance with the conditions of the Waiver and Rule 14A.47 of the Listing Rules. Details of the Adjustments will be disclosed in the next annual report of the Company in
accordance with the conditions of the Waiver and Rule 14A.45 of the Listing Rules.

As disclosed in the announcement of the Company dated 13 January 2005, the Stock Exchange has granted the
Waiver to the Company from strict compliance with the requirements of Chapter 14A of the Listing Rules which
would otherwise apply to certain connected transactions, including transactions with associates of the
Government (such as KCRC) and Octopus Cards. The Waiver is subject to certain conditions. Following a written
submission by the Company to the Stock Exchange, the Stock Exchange has updated the Waiver to reflect the
Adjustments. Accordingly, the Waiver which previously related to Octopus Cards now also relates to (i)
transactions between the Company and OHL, Octopus Cards and their respective subsidiaries and (ii)
transactions between KCRC and OHL, Octopus Cards and their respective subsidiaries.
Under the Waiver (as adjusted), the Company is required to disclose details of the Adjustments which involve
KCRC, OHL and Octopus Cards in its next annual report in accordance with Rule 14A.45 of the Listing Rules.
The Company is also required under the Waiver to make those Adjustments subject to the approval of the Board
of Directors, with the Directors appointed by the Government under section 8 of the Mass Transit Railway
Ordinance (Cap. 556) and any Director who holds a position in the Government being required to abstain from
voting. The Board of Directors of the Company approved the Adjustments at a Board meeting on 13 July 2005.
Under Chapter 14A of the Listing Rules (which is still relevant because the Waiver does not apply to transactions
with KMB), the Company is required to make an announcement of the Adjustments in accordance with Rule
14A.47 of the Listing Rules.
This announcement is made in accordance with the conditions of the Waiver (as adjusted) and Rule 14A.47 of the
Listing Rules. Details of the Adjustments will be disclosed in the next annual report of the Company in
accordance with the conditions of the Waiver (as adjusted) and Rule 14A.45 of the Listing Rules.
PRINCIPAL ACTIVITIES OF THE COMPANY
The principal activities of the Company and its subsidiaries are (a) the operation of a mass transit railway
system, (b) property development relating to the railway, (c) related commercial activities, (d) the construction of
Disneyland Resort Line (formerly known as Penny’s Bay Rail Link), (e) the design, construction and operation of
the Tung Chung Cable Car Project and related tourist development, (f) the planning and construction of future
extensions to the railway system and other related infrastructure projects, (g) consultancy services, (h) the
operation of a smart card system by Octopus Cards, and (i) equity investments and long term operation and
maintenance contracts outside Hong Kong.
DEFINITIONS
“Adjustments” means the adjustments to the arrangements relating to Octopus Cards, as

described under the heading “The Adjustments – Connected Transactions”;
“Agreements” means the Sale and Purchase Agreement, the Shareholders’ Agreement and the

Subordinated Loan Agreement;
“Citybus” means Citybus Limited, which operates a public bus franchise;
“Directors” means members of the board of directors of the Company;
“Government” means the Government of the Hong Kong Special Administrative Region of the

People’s Republic of China;
“KCRC” means Kowloon-Canton Railway Corporation, which operates the Kowloon-

Canton rail franchise;
“KMB” means KMB Public Bus Services Holdings Limited, which operates a public bus

franchise;
“Listing Rules” means the Rules Governing the Listing of Securities on The Stock Exchange of

Hong Kong Limited;
“NWFB” means New World First Bus Services Limited, which operates a public bus

franchise;
“OBV” means Octopus Cards (NL) B.V., which manages the project to introduce a smart

card system in the Netherlands;
“Octopus Cards” means Octopus Cards Limited, which operates a contactless smartcard ticketing

system in Hong Kong;
“Octopus Connect” means Octopus Connect Limited, which provides customer relationship

management services;
“OHL” means Octopus Holdings Limited, which is the holding company of Octopus

Cards;
“OIL” means Octopus Investments Limited, which is an investment holding company;
“OKL” means Octopus Knowledge Limited, a holding company for international

automatic fare collection consultancy projects;
“OND” means Octopus Netherlands Limited, which provides consultancy services on

introducing a smart card system in the Netherlands;
“ORL” means Octopus Rewards Limited, which will develop and operate a common

loyalty programme;
“Sale and Purchase means the sale and purchase agreement dated 21 October 2005 between, inter

Agreement” alios, the Company, KCRC, KMB, Citybus, NWFB and OHL in relation to the
entire issued share capital of Octopus Cards;

“Shareholders’ Agreement” means the shareholders’ agreement dated 21 October 2005 between, inter alios,
the Company, KCRC, KMB, Citybus and NWFB in respect of OHL;

“Stock Exchange” means The Stock Exchange of Hong Kong Limited;
“Subordinated Loan means the subordinated loan agreement dated 21 October 2005 between, inter

Agreement” alios, the Company, KCRC, KMB, Citybus, NWFB and OHL; and
“Waiver” means the waiver granted by the Stock Exchange to the Company from the

requirements under Chapter 14A of the Listing Rules (subject to certain
conditions) as announced on 13 January 2005.
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