Metropolitan Transportation Authority One Gateway Plaza 213.922.2000 Tel

Los Angeles, CA 90012-2952 metro.net

OPERATIONS COMMITTEE
MARCH 18, 2004

SUBJECT: HONG KONG SMART CARD

ACTION: RECEIVE AND FILE

RECOMMENDATION

Receive and file the report on the Wall Street Journal article dated February 19, 2004 on
Hong Kong smart card system, “Octopus Card, LTD”.

ISSUE

At the February 19, 2004 Operations Committee, staff was requested to provide additional
information on Hong Kong’s smart card system based on the news article published in the
Wall Street Journal.

The Octopus system was launched in the mid-1990’s as a joint venture between MTR, the
subway operator and four other core transit shareholders. An additional 80+ other retailers,
government agencies and transit service providers are now participating in the Octopus
program.

Octopus is a contactless proximity smart card similar to Metro’s UFS smart card. The Hong
Kong system operates as a stored value card and can be used on board vehicles, at
countertops, and turnstiles.

Attached for your information is a document presented in Paris at an international
transportation conference in 2001 (Attachment A). The information below captures current
updated statistics.

¢ There are approximately 6.8 million transit riders in Hong Kong. 95% of the population
uses the Octopus card.

¢ In Hong Kong mass-transit operators are private companies that compete against each
other to get riders. Octopus has significantly penetrated the mass-transit market. To date
7.7 million Octopus cards have been issued, with 5 million cards active. Octopus
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processes approximately 6 million transactions daily, and an average of 300 transactions
per card per year.
Octopus Card, LTD is a privately owned, profit-oriented corporation. Its shareholders are
privately owned, profit oriented transit companies. The rail company called MTR is the
largest shareholder in Octopus Card, LTD, controlling 57% in the joint venture. Octopus
Card, LTD had 2003 revenues of approximately $21 million.
Public transit accounts for 75% of Octopus transactions. Octopus has expanded into
other areas, such as small retail purchases and fast food with more than 12,000 locations
across Hong Kong accepting Octopus for payment. Targeted non-transit markets
including:

o Vending (Swire Coke Cola, and Vitsoy) around 40,000 transactions per day

o Fast Food (Maxims, McDonalds trial, coming café de coral) 25,000 transactions

per day
o Retail (7-Eleven, Maxims Cakes) 62,000 Transactions per day
o Leisure Facilities (Swimming Pools, Tennis Booking, Horse Racing Tracks) 6,000
transactions per day

In June 2003, Octopus-card operated parking meters went into operation to begin the
effort of replacing 17,000 parking meters using the less popular e-Park smartcard. The
conversion of all meters is planned to be completed by 2005.
The Octopus card has never been sold to the public. Originally the card was issued free.
Now, patrons must give Octopus Card, LTD a deposit for the card of $50 Hong Kong
(about $6 U.S.). This deposit is refunded to the customer when the card is returned.
The average amount on each card is between HK$63 to HK$65.
Products, such as watch-cards (wrist watches with Octopus chips in them) have also been
sold, approximately 124,261 sold as of April 2001.
At present 90% of value loads on cards in Hong Kong are paid for with cash, 5% with
debit cards, 5% by autoload. The number and percentage of autoload loads should
increase dramatically when Octopus and the banks come to an agreement about lower
credit card fees for load transactions.
There is an automated audit in Hong Kong to monitor discrepancies between funds in
hand and the amount of money that the Central Clearing House calculates it should have
received.
Octopus Card, LTD grants around 4,000 card refunds per day. Most of these are category
changes, such as youths getting student cards, or students acquiring adult cards.
Disgruntled customers and broken cards account for a very small percentage of the
refunds granted.
After 3 years of use more than 90% of cards in Hong Kong function perfectly.
Octopus receives approximately 10,000 hotline calls per month, and picks up about
72.5% of calls. There are about 4 complaints a month about Octopus.

NEXT STEPS

Hong Kong Smart Card

Continue to work on implementation of the Los Angeles UFS Regional Clearinghouse
and TAP Service Center to ensure delivery of a successful program much like the Hong
Kong Octopus.



* Provide information on other domestic and international smart card systems of interest
as part of the Monthly UFS Update

ATTACHMENTS

A. The Hong Kong Project
B. Wall Street Journal Article (February 19, 2004)

Prepared by: Richard Hunt, Deputy Executive Officer, New Vehicle Technology
Jane Matsumoto, UFS Project Manager

Hong Kong Smart Card
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John/B. Catoe, Jr.
Deputy Chief Execu e Officer
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Roger Sno%/
Chief Executive Officer

Hong Kong Smart Card
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