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To : All Members of the Legislative Council

Council meeting of 14 June 2017
Proposed resolution under the Public Bus Services Ordinance

The Secretary for Transport and Housing will move
the proposed resolution in Appendix 1 under section 5(3)(b) of the Public
Bus Services Ordinance (Cap. 230) in relation to The Kowloon Motor
Bus Company (1933) Limited at the above meeting. The President
has directed that the proposed resolution be printed in the terms in which
it was handed in on the Agenda of the Council.

2. The speech, in both Chinese and English, which
the Secretary will deliver when moving the proposed resolution is in
Appendix 2.

(Dora WAI)
for Clerk to the Legislative Council



Resolution of the Legislative Council

Public Bus Services Ordinance

Resolution

(Under section 5(3)(b) of the Public Bus Services Ordinance (Cap. 230))

Resolved that the franchise granted on 28 March 2017 under section 5 of
the Public Bus Services Ordinance (Cap. 230) to The Kowloon Motor Bus
Company (1933) Limited (JLEEEEE(—/L==)8FR/\5]) and published
in the Gazette as G.N. 1773 of 2017 is not subject to sections 27, 28, 29 and
31 of that Ordinance for the entire period of the franchise.

I xipuaddy



Appendix 2

DRAFT

( Refer to the final speech to be delivered at LegCo )

Speech by the Secretary for Transport and Housing
for Moving of a Motion at the Legislative Council pursuant to the
Public Bus Services Ordinance

President,

I move that the motion under my name and proposed pursuant
to the Public Bus Services Ordinance (“the Ordinance”), as printed on the
Agenda, be passed.

The Chief Executive in Council (“CE-in-Council”) granted a
new ten-year franchise to the Kowloon Motor Bus Company (1933)
Limited (“KMB”) on 28 March 2017. The new franchise will
commence on 1 July 2017. In keeping with the established practice that
all new bus franchises granted since 1992 are not subject to the Profit
Control Scheme (“PCS”), we propose that the motion on the Agenda be
passed to exclude the application of the PCS to KMB’s new franchise.

In this regard, | would like to thank the subcommittee formed by
the LegCo for scrutinising the motion. The subcommittee completed its
work and had no objection to the motion.

Legislative Background

Under section 5(3)(b) of the Ordinance, a franchise shall be
subject to the PCS under the Ordinance unless the Legislative Council
(“LegCo”) by resolution excludes the application of the related
provisions.

Under the PCS, bus fares of a franchised bus company are to be
set at a level which allows cost recovery plus a pre-determined level of
profit. This in effect links the level of bus fares directly with the profit
level of the franchise. Bus fares would accordingly have to be adjusted
according to the pre-determined level of profit.



In the past, the then LegCo and the community had strongly
criticised that the PCS would guarantee the franchised bus companies a
profit level irrespective of their performance, thereby reducing the
operators’ incentive to enhance cost effectiveness and reduce expenditure.
This in effect encouraged the franchised bus companies to over-expand
and inflate their asset values. In view of this, the then Executive
Council decided in 1992 that the PCS would not be applicable to new bus
franchises granted thereafter. Since then, the Government would, after
granting each new franchise, move a resolution in the then LegCo and the
current LegCo upon our return to China to exclude the application of the
PCS to the franchise. A total of 22 such resolutions have been passed in
respect of franchises granted since then.

The Government concurs that legislative amendments should
be made to these legal provisions which no longer serve any practical
needs. The Government will consider doing so altogether as and when
an opportune opportunity arises, such as when amendments are also
required to other provisions of the Ordinance. In the meantime, the
Government will continue the practice of moving a resolution to achieve
the purpose of disapplication of the PCS to a new franchise.

Current Situation

Since the PCS is no longer applicable to any bus franchises, the
Government has made it clear during discussion with KMB on the new
franchise that there would not be any arrangements on permitted return;
neither does the new franchise contain any such arrangements. When
briefing the LegCo Panel on Transport on the progress of discussion on
the new franchise with KMB some time ago, we stated clearly that should
KMB be granted a new franchise, the Government will move a resolution
in the LegCo to disapply the PCS to the new franchise.

The Motion
President, | move that the motion to disapply sections 27, 28, 29

and 31 of the Ordinance to the new franchise of KMB be passed so as to
exclude the application of the PCS to that franchise. Thank you.

- END -
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