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PURPOSE 
 
 
  Eight topical issues will be covered by the Topical Study under the 
Public Transport Strategy Study (“PTSS”).  The Topical Study on the supply and 
demand of student service vehicles (“SSVs”) (commonly known as “school buses”) 
and whether the existing arrangement concerning the issue of student service 
endorsement to non-franchised buses (“NFBs”) can meet demand has been 
completed.  This paper briefs Members on the outcome and consults Members on 
the new arrangements with respect to school bus service arrangement for the new 
school year commencing September 2015. 
 
 
BACKGROUND 
 
2.  In tandem with the further development of the heavy rail network, 
we consider it necessary to examine the overall strategic arrangements of the 
public transport system so as to enhance the complementarity amongst the various 
public transport services.  This is to ensure that the public can enjoy efficient 
services with reasonable modal choices on the one hand, and public transport 
operators can enjoy sustainability on the other hand.  To this end, the 
Government would commence the PTSS.  As explained in our work plan 
presented to the Legislative Council (“LegCo”) Panel on Transport in November 
2014, the PTSS comprises two parts, namely the Role and Positioning Review 
(“RPR”) and the Topical Study.  The RPR will review the roles and positioning 
of various public transport services, while the Topical Study will look into 
important topics that are of concern to LegCo members, the public and the public 
transport trades.  The workflow of the two parts is repeated at Annex 1. 
 
3.  As regards NFBs, they play a supplementary role in the public 
transport system through relieving the demand for franchised bus and public light 
bus services during peak hours, and providing tailor-made services for specific 
groups (such as students and tourists).  NFBs provide service in accordance with 
the Public Bus Services Ordinance (Cap. 230) and Road Traffic Ordinance (Cap. 
374).  The law requires an operator to obtain from the Commissioner for 
Transport (“the Commissioner”) a passenger service licence before he/she can 
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provide passenger service.  Furthermore, an operator is required to provide 
documental proof (such as service contracts) to the Commissioner for the actual 
service(s) that he/she is to provide before he/she will be granted the appropriate 
service endorsement(s).  NFBs can only provide service according to the 
following endorsements –  
 

Type of Service Code1 

Tour Service A01 

Hotel Service A02 

Student Service A03 

Employees’ Service A04 

International Passenger 
Service 

A05 

Residents’ Service A06 

Contract Hire Service A08 

 
An NFB may be granted a single endorsement or multiple endorsements2.  In 
other words, an NFB can provide a single or multiple types of services so that the 
fleet can be put to more efficient use.  As at end-2014, there were over 7 000 
NFBs in the market with service endorsements.  Details are at Annex 2.  As 
NFB services are basically arranged directly between the users and the operators, 
their services can flexibly meet market needs and their fares need not be approved 
by the Transport Department (“TD”).  
 
4.  NFB service has generally been operating well.  Yet, there has 
been some public concern over the supply of SSVs in recent years.  Some schools 
have also reflected that they encountered difficulties in arranging tender for school 
bus service or that the bid prices were high.  To increase the supply of school 
buses, the TD has since 2012 implemented a new measure to allow an NFB 
operator in possession of student service endorsement to use all vehicles meeting 
the relevant requirements in his/her fleet for carriage of students upon application.  
Over 400 additional vehicles have since been granted student service endorsement 
through this measure.  Despite having this measure in place, the number of NFBs 
with student service endorsement still decreased between 2012 and 2014.  We are 
also given to understand that some schools are facing difficulties in tendering their 

                                              
1  There is another service endorsement coded “A07” for multiple transport service.  The Transport 

Department has not issued this type of endorsement for years due to market changes. 
 
2  Generally, an NFB may hold 3 – 4 endorsements at a time. 
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school bus service.  According to the survey conducted by the TD in 2014, about 
70% of NFBs with student service endorsement (around 2,400 NFBs) were 
actually providing student service.  About 98% of these NFBs were also in 
possession of other service endorsements.  This suggests that some NFBs that can 
provide student service are in fact not providing such service.  In other words, 
some NFBs with student-cum-other service endorsements have opted to provide 
services other than student service because of market force.  At the same time, 
there were 59 NFBs with student service endorsement only at end-2014.  
 
5.  Against the above, we have looked into the supply of vehicles that 
can provide student service under the Topical Study.  As regards the other types 
of NFBs, their supply and demand has remained broadly steady3.  Nonetheless, 
having regard to the commissioning of new transport infrastructures in the pipeline 
and further socio-economic development, we will review under the RPR whether 
there is a need to allow certain flexibility on NFB operation as appropriate to meet 
new service demand.  We will consult the trade in the process. 
 
 
(a) Regulation of NFBs 
 
6.  Before 2003, there was a rapid increase in the number of NFBs.  
The growth of passengers in the same period was, however, relatively slower4.  
Owing to limited road space, the public and the transport trade showed concern 
over the over-supply of NFBs, and the operating of unauthorised services by some 
operators.  In this regard, the Transport Advisory Committee (“TAC”) carried out 
a review on the regulatory framework and the licensing regime for NFB service.  
The TAC suggested in July 2004 that while there was no need to set a ceiling on 
the total number of the NFB fleet, the Government should tighten the licensing 
regime and vetting procedure, so that NFB service could be adjusted taking into 
account the change in demand.  The TAC also suggested that the Government 
should strengthen enforcement action to maintain the delicate balance of various 
public road transport services.  Since 2005, the Government has implemented the 
measures recommended by the TAC with a view to controlling the increase in 
NFBs.  One of the measures implemented is to encourage applicants for new 
NFB service or fleet expansion to source vehicles from existing fleet in the market 
(“sourcing requirement”).  The objective is to have some control over the overall 
number of NFBs in the market.  Under the sourcing requirement, an applicant 
would be given a period (usually six months) to try sourcing vehicles from the 
existing fleet in the market.  The sourcing requirement is applicable to NFBs 
providing student service. 
 

                                              
3  The number of NFBs remained at around 7,000 between 2011 and 2014.  According to the survey 

conducted by the TD last year, the utilisation rate of the fleet reached about 90%.  
 
4  Between 1998 and 2003, the number of NFBs increased considerably by about 23%, from about 5,900 

to about 7,200.  The number of public transport passengers only rose by 2.3% over the same period. 
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(b) Supply of SSVs 
 
7.  Apart from NFBs with student service endorsement, vehicles that 
can carry students include school private light buses (commonly known as “nanny 
vans”) and private school buses owned and operated by schools or school 
sponsoring bodies direct.  Details are as follows – 
 

Vehicles that 
can provide 

student service 

NFBs with 
“student service” 

endorsement 
Private school 

buses “Nanny vans” 

Type of vehicle NFB NFB private light bus 

Mode of 
operation 

 Run by NFB 
operators.  
Operators can 
apply for 
student service 
endorsement 
from the TD 
with contracts 
signed with 
school(s) or 
supporting 
letter(s) signed 
by school(s) 

 Operators can 
provide service 
in different 
districts or for 
different 
schools 

 Mainly serve 
primary school 
students 

 Schools or 
school 
sponsoring 
bodies can apply 
for student 
service 
endorsement 
from the TD, for 
buses owned 
and operated by 
themselves 

 Mainly serve 
primary school 
students  

 

 Run by operators 
of “nanny vans”. 
Operators can 
apply for 
passenger 
service licence 
from the TD 
with contract(s) 
signed with 
school(s) or 
supporting 
letter(s) signed 
by school(s) 

 Operators can 
provide service 
in different 
districts or for 
different schools

 Mainly serve 
primary school 
and kindergarten 
students  

Permitted uses Have to obtain 
student service 
endorsement, but 
can also apply for 
other 
endorsements as 
mentioned in 
paragraph 3 above 
to provide other 

Can only be used 
for carrying students 
of the designated 
school or school 
sponsoring body, 
and not for any 
other purposes 

Can only be used for 
carrying students of 
the school(s) as 
approved under the 
passenger service 
licence, and not for 
any other purposes.  
If there is any 
change with the 
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Vehicles that 
can provide 

student service 

NFBs with 
“student service” 

endorsement 
Private school 

buses “Nanny vans” 

types of services school(s) being 
served, the operator 
needs to apply to the 
TD for the change  

Whether the 
sourcing 

requirement 
applies 

Yes Yes No 

Number of seats Over 16 seats; 
30 seats on 

average 

Over 16 seats; 
30 seats on average

16 seats or less 

Number of 
vehicles as at 

end-December 
2014 

3,286 74 1,899 

 
8.  The supply of SSVs mainly depends on free market operation.  It 
is up to the schools to make arrangements for student transport services in 
accordance with the needs of the students and parents.  The number of the above 
three types of vehicles between 2011 and 2014 is at Annex 3.  Although there is 
some change in the number by individual vehicle types, the overall carrying 
capacity of student service has remained more or less the same.  
 
 
(c) Demand for student service 
 
9.  Annual student figures at the beginning of the new school year 
show that the total student population has decreased by around 2,500 during the 
four school years from 2011/12 to 2014/15 (see Annex 4).  Notwithstanding, 
between the 2013/14 school year and 2014/15 one, the number of kindergarten and 
primary students has recorded a notable increase by a total of around 15,000.  
Although the total student population has shown little variation, the proportion of 
kindergarten and primary students has increased.  There would remain a certain 
demand for school bus service in future. 
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New Measures 
 
(a) The TD’s proposal for consultation 
 
10.  In view of the community’s concern over SSV supply during the 
past few years (particularly the demand from schools and parents), the supply and 
demand situation despite the implementation of the new measure in 2012 (see 
paragraph 4 above), and the number of kindergarten and primary students in the 
coming few years, the TD has considered whether the flexibility of SSV supply 
should be suitably increased, with a view to better catering for market demand.  
In this connection, the TD is of the view that the sourcing requirement can be 
suitably relaxed, and has prepared a relaxation proposal for the purpose of trade 
consultation.  Details are at Annex 5.  
 
 
(b) Proposals from the transport trade 
 
11.  On 27 March 2015, the Transport and Housing Bureau, Education 
Bureau and the TD had a meeting with a number of LegCo Members, as well as 
representatives of transport trade organisations and groups of the education sector 
to exchange views on the TD’s proposal.  The transport trade had no difficulty 
with TD’s proposed exemption of private school buses from the sourcing 
requirement.  However, they had concerns over the TD’s proposal of granting 
new endorsement for “solely for student service” (with a code of A03R) to NFBs.  
The transport trade has provided some operational data on using NFBs to provide 
school bus service, attached at Annex 6.  The trade has put forth an alternative 
proposal in the form of an undertaking (at Annex 7).  Subsequently, some 
members of the trade have also proposed other measures through a press release 
(see Annex 8). 
 
 
(c) Measures for the new school year commencing September 2015 
 
12.  The TD will implement the measure of exempting private school 
buses from the sourcing requirement as soon as possible.  As for school bus 
service provided by NFBs, following the in-depth discussion at the meeting on 27 
March, representatives of the transport trade and the education sector will set up a 
working group to actively explore how the arrangements with respect to the supply 
and demand of school bus service can be improved for the new school year in 
September 2015.  The Government welcomes the formation of the working group, 
and will encourage it to kick-start its discussion with the two proposals under 
paragraph 11 above as the basis.  The Government will closely monitor the 
supply and demand of school bus service after the working group comes into 
operation, and will collect comments from the transport trade and the education 
sector regarding the effectiveness of the work of the working group in improving 
the arrangements with respect to the supply and demand of school bus service.  
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The TD will see how the situation unfolds and decide whether, and if so when, the 
proposal under paragraph 10 above should be implemented as appropriate. 
 
 
Advice Sought 
 
13.  Members are invited to comment on the proposals as set out in 
paragraphs 10-12 above.  In addition, as pointed out in paragraph 5 above, under 
the RPR of the PTSS, we will review whether there is a need to allow certain 
flexibility on NFB operation as appropriate to meet new service demand, having 
regard to the commissioning of new transport infrastructures in the pipeline and 
further socio-economic development.   
 
 
 
Transport and Housing Bureau 
April 2015 
 



Annex 1 
 

Work flow of the 
Public Transport Strategy Study (“PTSS”) 

  
 
 

  

 

*  We will report the outcome of individual issues covered by the Topical Study starting from the 
first quarter of 2015. 

 
#  The RPR will be commenced after the LegCo has approved in due course the resources and 

manpower required under the established procedures. 

Departments will follow up 
without the need to wait 
for the completion of the 

whole PTSS 

Role and Positioning 
Review (“RPR”)# Topical Study* 

Outcome of Topical Study Outcome of RPR 

Consolidated Report on PTSS 

The outcome will be 
referred to the PRP so 
that a comprehensive 

view can be taken 

If the outcome would not 
affect roles and 

positioning of public 
transport services 

If the outcome would 
affect roles and 

positioning of public 
transport services 



Annex 2 
 

Number of service endorsements of non-franchised buses (“NFBs”) since 2011 
 

Number of various service endorsements 
Year 
(as at 

end-December) Tour 
service 

Hotel 
service 

Student 
Service 

Employees’ 
Service 

International 
Passenger 

Service 

Residents’ 
service 

Contract 
Hire 

Total number of 
registered NFBs 

2011 2,925 2,188 3,577 1,855 1,128 1,132 5,479 7,071 

2012 2,918 2,015 3,489 1,752 1,163 1,135 5,438 7,055 

2013 3,108 1,937 3,468 1,704 1,169 1,108 5,463 7,054 

2014 3,155 1,865 3,286 1,751 1,169 1,117 5,514 7,053 

 

Note: An NFB can be granted with more than one service endorsement, thus the total number of service endorsements does not 
equal to the total number of NFBs.
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Number of vehicles that can provide student service since 2011 
(as at end-December) 

 

 2011 2012 2013 2014 

Change 
between 
2011 and 

2014 

Non-franchised buses 
with student service 

endorsement 
3,577 3,489 3,468 3,286 

-291 
(-8.1%) 

School private buses 60 64 67 74 
+14 

(+23.3%)

School private light 
buses (known as 
“nanny vans”) 

1,259 1,480 1,740 1,899 
+640 

(+50.8%)

Total number 4,896 5,033 5,275 5,259 
+363 

(+7.4%) 
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Number of students for each school year since 2011/12 
(as at end-September of each school year) 

 

 2011/12 2012/13 2013/14 2014/15 

Change 
between 
2011 and 

2014 

Kindergartens 157,433 164,764 169,843 176,397 
+18,964 
(+12.0%) 

Primary schools 322,881 317,442 320,918 329,300 
+6,419 
(+2.0%) 

Secondary schools 
(Secondary 1 to 3) 

208,010 197,667 187,631 180,153 
-27,857 
(-13.4%) 

Total number 688,324 679,873 678,392 685,850 
-2,474 

(-0.4%) 



Annex 5 

Transport Department (“TD”)’s Proposals 

Measure 1: 

 Private school buses will be exempted from the sourcing requirement, 
meaning that schools or school sponsoring bodies will not be required to 
source second-hand vehicles in the market and can procure new vehicles 
as needed. 

Measure 2: 

 Non-franchised buses (“NFBs”) solely used for student service will be 
exempted from the sourcing requirement, meaning that operators will not 
be required to source second-hand vehicles in the market and can procure 
new vehicles as needed.  These NFBs will be issued with endorsement 
for “solely for student service”.  The service endorsement code will be 
“A03R” so as to distinguish it from the ordinary service endorsement for 
“student service” (with a code of “A03”).   

 In order to ensure the endorsement for “solely for student service” 
(A03R) will not be abused, NFBs granted with such an endorsement 
have to comply with more stringent requirements.  These include –  

(a) the applicant must submit to the TD a school bus contract signed 
with a school for a period not less than a full school year or 12 
months.  The contract shall be signed by the school principal or 
the school representative responsible for school bus service on 
behalf of the principal.  Sub-contracts will not be accepted; 

(b) NFBs concerned can only provide service for the school as 
specified in the signed service contract.  If there is any change 
with respect to the school for which service is provided, the 
operator must immediately submit an application along with a 
new service contract to the TD, and can only provide service for 
the new school upon receiving written approval from the TD; 
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(c) NFBs concerned will only be allowed to provide student service, 

and cannot be used for other services.  The operator is required 
to affix signs of a particular size, printed in a particular colour and 
with a particular font, on the bus body to facilitate TD’s 
supervision; and 

(d) if such NFBs are no longer used to provide student service, they 
can be resold to others as replacement for current NFBs with 
passenger service licence.  The original passenger service licence 
and service endorsement granted by the TD for such NFBs will be 
cancelled at the time of resale. 



Annex 6 

 
Monthly basic operating costs of non-franchised buses 

providing student service  
(Information provided by the Public Omnibus Operators Association) 

 

Item Amount  

Driver’s salary $16,000 

Depreciation $15,000 

Fuel $6,500 

Repair and maintenance $7,000 

Nanny’s salary $4,500 

Parking $4,000 

Licence fee and insurance $3,000 

Total $56,000 

 
 
Remarks: (1) The amount of depreciation is calculated based on a 60-seater NFB 

at an average cost of around $1.6 million and with a 10-year 
depreciation period. 
 

 (2) If a bus owner purchases a new bus on mortgage, the amount of 
monthly repayment is about $28,000 based on a 5-year repayment 
period. 
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Monthly basic operating costs for “nanny vans” 

(Information provided by the Motor Transport Workers General Union 
Non-franchised Bus Branch School Children Vehicle Section) 

 
 

Item Amount 

Driver’s salary $10,000 

Depreciation $3,300 

Fuel $6,000 

Repair and maintenance  $3,000 

Nanny’s salary $5,000 

Parking $3,000 

Licence fee and insurance $3,000 

Total $33,300 

 
Remarks: (1) The amount of depreciation is calculated based on a 16-seater 

school private light bus at an average cost of around $600,000 and 
with a 15-year depreciation period. 
 

 (2) If a school private light bus owner purchases a new light bus on 
mortgage, the amount of monthly repayment is about $11,000 
based on a 5-year repayment period. 
 

 



Annex 7 

(Only Chinese version is available) 

 



Annex 8 
(Only Chinese version is available) 
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