LC Paper No. CB(3)1003/2024

Legislative Council
Panel on Transport
Minutes of meeting

Date . 22 November 2024 (Friday)
Time : 8:30am
Venue :  Conference Room 3 of the

Legislative Council Complex

Attendance

The attendance of Members, public officers, invited parties, the Clerk and staff is
in Appendix 1.

(The verbatim record of proceedings is in Appendix 2.)
l. Information paper(s) issued since the last meeting

No information paper had been issued since the last meeting.
. Items for discussion at the next meeting

2. The Panel agreed to discuss the following items at the next regular meeting
to be held on Friday, 13 December 2024

(@) Vessel Subsidy Scheme; and
(b) Proposed installation of camera systems in all taxi compartments.

3. The Panel will hold a joint meeting with the Panel on Environmental
Affairs on Monday, 16 December 2024 to discuss “Green transformation roadmap
of public buses and taxis”.

I11.  6101TX - Universal Accessibility Programme

4, The Administration updated the Panel on the latest progress of the
“Universal Accessibility” (“UA”) Programme. Since its launch in 2012, the
scope of the UA Programme has been expanded to cover more walkways. As at
the end of October 2024, there are a total of 382 items under the UA Programme,
of which 211 items have been completed, accounting for about 60% of all items;
166 items are under construction; and 5 items are awaiting commencement.
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5. The Panel deliberated on the item and the Administration responded to
Members’ views and questions. Members who spoke included (in speaking
order): Mr Stanley LI Sai-wing, Mr LEUNG Man-kwong, Ir CHAN Siu-hung,
Mr CHAN Hok-fung, Mr YIM Kong, Ir Dr LO Wai-kwok, Ms Joephy CHAN,
Mr YANG Wing-kit, Mr LUK Chung-hung and Mr CHAN Pui-leung.

Follow-up actions

6. At the Panel’s request, the Administration undertook to provide
supplementary information on the following matters:

(a) the overall performance and effectiveness of the completed items,
including the proportion of service hours during which the relevant
facilities are open to the public, the average number of repairs per year
for each facility, the cost and time required for such repairs, and public
feedback on the items; and

(b) regarding the estimated budget of $1,031.72 million required by the
UA Programme in the 2025-2026 financial year, the respective
numbers of items under construction and those expected to enter the
construction stage, together with the budget amounts allocated to
them.

The Panel raised no objection to the Administration’s submission of the financial
proposal on the UA Programme to the Public Works Subcommittee for
consideration.

IVV. Fare increase applications from franchised bus operators

7. Representatives from the Kowloon Motor Bus Company (1933) Limited,
Citybus Limited (Franchise for the Urban and New Territories bus network) and
New Lantao Bus Company (1973) Limited briefed Members on their fare increase
applications. The Administration advised that it would make reference to all
relevant factors, including the quality and quantity of bus services provided and
public acceptability and affordability, and take into account views of the Panel
and the Transport Advisory Committee before submitting recommendations to the
Chief Executive in Council for decision.

8. The Panel deliberated on the item and the Administration responded to
Members’ views and questions. Members who spoke included (in speaking
order): Mr Frankie YICK, Ir Dr LO Wai-kwok, Mr Michael TIEN Puk-sun,
Mr LEUNG Man-kwong, Mr LUK Chung-hung, Ir CHAN Siu-hung,
Mr Edward LEUNG, Mr CHAN Hok-fung, Mr Dominic LEE (Deputy
Chairman), Mr Stanley LI, Dr TIK Chi-yuen, Mr YANG Wing-kit,
Mr CHAN Pui-leung, Ms Joephy CHAN, Ir Gary ZHANG, Ms LAM So-wal,
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Ms Doreen KONG, Mr CHAN Hak-kan, Mrs Regina IP and Dr CHAN Han-pan
(Chairman). The Administration took note of the Members’ views on this item.

V. Any other business

Q. There being no other business, the meeting ended at 11:26 am

Council Business Divisions
Leqgislative Council Secretariat
10 December 2024
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Date X 22 November 2024 (Friday)
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Attendance
Present (Panel members)

Dr Hon CHAN Han-pan, BBS, JP (Chairman)
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Hon CHAN Hak-kan, SBS, JP

Hon Mrs Regina IP LAU Suk-yee, GBM, GBS, JP
Hon Michael TIEN Puk-sun, BBS, JP

Hon Frankie YICK Chi-ming, GBS, JP

Ir Dr Hon LO Wai-kwok, GBS, MH, JP

Hon LUK Chung-hung, JP

Hon Kenneth LAU Ip-keung, SBS, MH, JP

Hon Tony TSE Wai-chuen, BBS, JP

Hon Stanley LI Sai-wing, MH, JP

Hon CHAU Siu-chung

Hon LEUNG Man-kwong, MH

Hon CHAN Pui-leung

Ir Hon CHAN Siu-hung, JP

Hon Joephy CHAN Wing-yan

Hon CHAN Hok-fung, MH, JP

Ir Hon Gary ZHANG Xinyu

Hon YANG Wing-kit

Hon YIM Kong, JP

In attendance (Non-Panel members)

Hon LAU Kwok-fan, MH, JP

Hon Doreen KONG Yuk-foon

Dr Hon TIK Chi-yuen, SBS, JP
Hon LAM So-wali

Hon Andrew LAM Siu-lo, SBS, JP
Hon Edward LEUNG Hei
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Public Officers attending

Agenda item 111

Ms Amy WONG Pui-man, JP
Deputy Secretary for Transport and Logistics 1
Transport and Logistics Bureau

Ms Gillian LAM Yuk-ting
Principal Assistant Secretary for Transport and Logistics 5
Transport and Logistics Bureau

Mr Patrick NG Wai-hong, JP
Project Manager/Major Works
Highways Department

Mr Anthony TSANG Kwok-leung
Principal Project Coordinator/Universal Accessibility
Highways Department

Agenda item IV

Ms Ida LEE, JP
Deputy Secretary for Transport and Logistics 2
Transport and Logistics Bureau

Mr Henry TSOI
Principal Assistant Secretary for Transport and Logistics 1
Transport and Logistics Bureau

Mr Dennis KONG
Chief Treasury Accountant (Transport and Logistics)
Transport and Logistics Bureau

Miss Amy TSE
Assistant Commissioner/Bus and Railway
Transport Department

Ms Vivian KWAN
Principal Transport Officer/Bus and Railway 1
Transport Department



Attendance by invitation

Agenda item IV

Mr Roger LEE
Managing Director
The Kowloon Motor Bus Company (1933) Limited

Mr Joseph LEUNG
Finance Director
The Kowloon Motor Bus Company (1933) Limited

Ms Rachel KWAN
Operations Director
The Kowloon Motor Bus Company (1933) Limited

Mr Richard HALL
Managing Director
Citybus Limited

Mr Colin WONG
Finance Director
Citybus Limited

Mr James WONG
Managing Director
New Lantao Bus Company (1973) Limited

Mr Mark SAVELLI

Operations Director

New Lantao Bus Company (1973) Limited
Clerk in attendance

Ms Joanne MAK, Chief Council Secretary (3)2

Staff in attendance

Ms Angela CHU, Senior Council Secretary (3)2
Ms Louisa YU, Legislative Assistant (3)2
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Panel on Transport of the Legislative Council
Verbatim record of meeting

H H: 20245118 22H(EHFH)

Date: Friday, 22 November 2024
BF B : ESS8R309ZE 115264
Time: 8:30 am to 11:26 am

i F: UFEEHFRESAEGEE3
Venue: Conference Room 3 of the

Legislative Council Complex
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Managing Director, Citybus Limited: Thank you, Chairman. Good
morning, members. Thank you for your attention on this fare application
adjustment. 1I’ll take you through some quick slides.

Chairman: Can you keep close to the microphone?
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Managing Director, Citybus Limited: I’m talking about where we are
today, and the justification around the request on the fare increase. We’re
still at, as you can see, 89% of the fare box revenue that we had going back
from pre-COVID. But one of the critical things | want to draw attention to
Is the work we’ve done inside the business to reduce our operating costs.
So from 2022-2023, we reduced our operating costs by 5.2%. That’s
actually equivalent to $144 million. So our loss position would be
$144 million worse if we hadn’t taken those actions. When we roll that
forward to this year, we’ve got about a 4% saving from 2023 to 2024, and
we continue to do that to drive value for the Government and citizens in
Hongkong, but critically loss position in 2022 of $39 million and in 2023 of
$57 million.

These big business challenges are affecting revenue. The railway has
had a huge impact. The opening of the East Rail Line contributed to a 17%
loss of patronage on the cross-harbour routes, and that’s an overall loss on
our every business of 5.7%, 51 000 people less every day travelling on our
network. And also on Hong Kong Island, we have an aging and declining
population and more and more extreme weather events. You know, an
extreme weather event can cost on a single day around $9.5 million in
revenue.

The fare adjustment mechanism as we have today is lagging behind
inflation. There’re three big factors in our business. Labour costs over
60%, and we have to maintain a competitive package for our employees.
And the franchised bus industry has long lacked enough bus drivers, though
we’re happy to say we have resolved that problem this year. And we are
now in a very good position through the actions that we’ve taken both in
terms of packages but also how we treat, how we look after our staff.

Critically we can see in the chart here that fare adjustment is 25%
behind inflation. And that’s a really, really key factor, and we have to
rebalance that. And we have to make sure in the future that we can parallel
the two together.

When we look at the fare adjustment application, the rate we apply
for actually equates to $0.8 on an average fare of $8.10, and that is an
average fare. There are many many fares that sit well below that schedule.
Some fares are as little as $3.40 when we looking at section fares, particular
on Hong Kong Island. And the quantum of the fare is absolutely critical.
We are in a situation today where we are selling our services without having
enough revenue coming in to operate them. So would you ask a
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supermarket to sell a can of food for less than they buy it for? That’s where
we are today. And we need to ensure we move that forward.

With manpower, we have to diversify. | mentioned the need to
provide good employment packages to look after people because there’s a
reciprocal spend in the economy in Hong Kong if we do that. Having
enough staff will generate economic prosperity, not just in our businesses,
but across the whole of Hong Kong.  And you know the wage inflation rate
Is consistently above CCPI. You only have to look at civil service pay
increases as well, sitting well above that.

We are supporting the Hong Kong Government in many actions,
particularly when the Chief Executive drives to increase tourism. And
yesterday, we launched officially open-top sightseeing buses. This is
supporting economic growth, prosperity, and the redevelopment and the
reopening of Hong Kong. In terms of doing that, we want to showcase
Hong Kong is a destination to visit globally. And we’re seeing amazing
patronage growth in these new activities.

In addition, we’re going to start next year a customer loyalty
programme that will offset some of the ...

Chairman: Sorry, Richard, we are pressed for time. Can you speak up?

Managing Director, Citybus Limited: I’ll just conclude, yes. So, a
customer loyalty programme will launch next year, which is critical in
offsetting and driving greater value.

| just want to end really on two things: non-fare revenue, and we’re
working very hard. We’ve renegotiated our advertising contracts for bus
shelters and for buses, and have an increase for that of about 30%. We are
also applying for initiatives in bus stations such as lockers and vending
machines. It’s important to remember that the quantum of any non-fare
boxes is small compared to the bus fare revenue.

And lastly, to end, the community is very important.  Our
community interaction, the well-being of citizens, our bus users and people

across Hong Kong is key. Our investment in this is considerable. Thank
you, Chairman.

XK OK - fF - 85 BT RBULE £ AFRIASE -
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Operations Director, New Lantao Bus Company (1973) Limited: Good [012149]

morning, Chairman, Honourable Members, ladies and gentlemen. We are
the New Lantao Bus Company (1973) Limited, often referred to as NLB.
And although NLB is the smallest franchisee in the territory, it’s arguably
one of the most diversified. Our services include intense double deck
frequency routes internally in Tung Chung, deeply rural routes into the
South Lantau Park with beaches, mountains and the villages there, border
routes and airport routes. NLB treasures this privilege to serve such a wide
range of passengers and we are dedicated and committed to continuous
Improvements in service quality initiatives as well as serving customers.
We are an employer of choice for some 500 members of staff.

Some vital statistics here. We can transport about 34 million
passengers per year with about 150 buses also. About the average age of
the bus, 9 years, and the number of routes at the moment is 29, but we do
have ambition for more.

Our financial performance. The story is one of many years of deep
losses. But the good news is that we are now essentially at a break-even
position. And this is something which we are running hard to stand still to
stay there at the moment.

Examples, notwithstanding the finances, some examples of those
quality and safety initiatives. We are continuously delivering the lowest
bus industry lost trip rate. We’re on the pathway to zero emission with
already taken 4 buses with electric. And | think we’ve bettered. We’re
not complacent in any way, but we have bettered the safety culture over the
last few years, which has noticeably changed the behaviours of drivers.
We can see less speeding, very few isolated cases now and some industry
metrics on safety which are better than the industry average. But as | said,
we’re not complacent in any way. We’ve just invested in 11 brand new
double deckers, suitable for both the urban and the rural routes. About
27% roughly is now fitted with the driver monitoring system, and we’ve
invested in improved service monitoring and supervision. We’re including
some you’ll see if you go out at weekends, lots of extra people on the streets
are watching our routes.

The reason for the fare increase in a nutshell is that we believe that
we would like to seek reasonable returns after years of losses. Since the
last increase, bus captains having received around an 8% increase. And as
| said earlier, we are really running hard to stand still as the revenue
increases in recent times are being matched by cost increases. So, we are
in sort of that position where we need a fare increase to push into the
reasonable returns to give us a sustainable future, so that we can continue to
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do what we love to do and invest in our business for the people of Hong

Kong.

So, thank you. That really does conclude my presentation today and
| hope that we can take some questions afterwards. Thank you very much.
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Managing Director, Citybus Limited: Thank you. We recorded an [015322]
operating loss last year and is still at a loss-making position today.

ﬁf#

BB EZL IR

Managing Director, Citybus Limited: Loss-making position in 2023 was
$57.4 million.
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Managing Director, Citybus Limited: You have to view the two [015348]
franchises as entirely separate operations. That’s how they’re considered

by the Government. And we work in that way so you can’t cross-subsidize

between the F2 franchise for Lantao and the Hong Kong Island and New
Territories franchise.
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Citybus and New Lantao Bus have applied for fare increases of 6.5%, 9.5%
and 6.5% respectively. So we can see that Citybus has proposed increases
significantly higher than those of other companies. And yet, the accident
rate for Citybus is higher than the industry average. So, what’s the reason
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Managing Director, Citybus Limited: Thank you. Firstly, | draw [020511]

attention to the profit and loss in the Transport Department paper’s Annex
B. You can see that we are reducing the loss year on year. In 2023, we
recorded a loss of $59.3 million. You might say that when you look at the
loss and profit after tax, including subsidies, the number cut increases over
2022. That is due to a reduction in the subsidy payment. On the matter
of the tunnels, as noted by the Administration, the TF (“the Franchised Bus
Toll Exemption Fund”) was set up to offset. However, we’re still paying
substantial toll fees for going through the tunnels. Maybe a question in the
future, whether that toll fee could be reduced or removed to offset future
fare increases.

Mr Dominic LEE: How about the accident rate?

Managing Director, Citybus Limited: The accident rate has increased as
we increased mileage after the pandemic, and in Hong Kong Island, there is
a particular issue with the density of the streets. (The buzzer sounded) We
have implemented a number of driver improvement systems and are
working with our trade unions and national federation, and in 2024 with
same significant reductions in accidents. What is to note though, those
accidents are minor, as we have an absolute focus on safety, and there have
been no serious incidents or fatalities directly attributed to Citybus in over
two years.
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Managing Director, Citybus Limited: Thank you. We’ve covered the
accident rate issue already earlier, Chairman, but | would like to make a
point on the commercial model. Hong Kong is the last remaining
commercial bus model in the world.  Prior to COVID (The buzzer sounded)
only the UK was a commercial model. Today, the UK Government
subsidizes every single fare for every single passenger trip by 30 dollars,
because the operations are not sustainable post-COVID. And | think you
have to reflect on the fact that all the franchised bus operators during COVID
and since COVID are in an improving position, and we’re still at the point
of running a commercial service that doesn’t require direct subsidy from the
Government.  So, when applying for fare increases, we are very minded as
there is an impact on the customers and the consumers on the street, but we
have to think long-term strategically about not applying pressure to
government funding to fund and subsidize the model.
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Managing Director, Citybus Limited: Chairman, Honourable Members, [023457]
the focus on visually impaired and also hearing impaired individuals is

massive now. In new bus technology, we’re introducing visual screens set

in the wheelchair chair bases. We also provide two wheelchair bases going

forward. And our new mobile application next year will not just have a

visual display but also a talking display for people in that category.

In terms of that as well, we’re also engaging NGOs and charitable
organizations that provide support to those user groups, both elderly and
young people, and undertaking bus driver training where they actually are
simulated to experience these things, so really upping the customer service.
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Managing Director, Citybus Limited: I’ve already answered the point on
bus captain training. Actually, we doubled the bus captain training since
the middle of the COVID period and are really looking at the customer
experience. And that includes dealing with users with disabilities, whether
there are physical disabilities that can been seen or whether there are hidden
disabilities. And that’s actually a key area of focus.

The other thing is that improvement in infrastructure needs to be
made. And that’s a joint responsibility between the bus operators and the
Government because infrastructure is actually key to people with
disabilities.

| just want to touch on the fact that, you know, our focus is on growing
our businesses, whether we do that through training (The buzzer sounded)
or do that through investment. And we’re in a loss-making position, but
we’re still investing, you know. We’re investing to make the business
better and stronger in the future.

FHE: OK» IHE -

Operations Director, New Lantao Bus Company (1973) Limited: Thank
you, the Member makes a very good point. We do have refresher training
for all our drivers every so often, and disability awareness training is part of
that, and more strengthen that, | think. I think it’s very important that we
give a very welcoming approach to these people with disabilities or mobility
impairments as they come to our buses.
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Managing Director, Citybus Limited: Thank you. As mentioned,
looking after our staff is a key, and applying appropriate wage increases so
we can not only recruit staff but also recruit good staff and invest in their
training.  And critically, when we’re doing that, we’re looking at a
reciprocal spend within the economy. You know, between the franchised
bus companies, we are employing almost 15000 staff across all the
franchised bus companies. And we have to think, you know, about
maintaining a level of stability for them, we have to think about how we can
recruit them, and we have to think about reciprocal spend in the economy.
If we don’t have enough staff, we can’t operate our businesses. We can’t
grow our businesses, and we can’t take our businesses forward and provide
a vital public service.
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Managing Director, Citybus Limited: Yep, so, similar situation. During
the COVID period, we worked with our staff and trade unions to suppress
wage costs. But in 2022, as we started to emerge out of the first phase, we
awarded 4.5%; in 2023, 4.3%; and this year in 2024, 3.6%. So sharing with
our staff the recovery is absolutely critical. We’re also taking initiatives
around the accidents, complaints and attendance at work, where we’ve
worked with the trade unions to share the benefits that we generate.
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Managing Director, Citybus Limited: Thank you. Interms of answering
the Chairman’s question, all companies need to make money, and ultimately
parent companies or holding companies also need to return a profit in respect
to that. So that is absolutely a critical factor, and that drives future
investment, it drives change, and it drives the evolution of our business.
You know, we are not here today to talk about the specifics. But actually
when you look at the structure of all franchised bus companies, they have
holding companies and ultimate parent companies.
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In terms of profitability thing, we’ve had talks on a number of
occasions. And we can see the improvement in reducing the lost position
year on year when we remove the anti-epidemic subsidies. You know, as
| noted earlier on, we had a cost reduction of 5.2%, from 2022 to 2023, that’s
$144 million. Last year, it” coming out about 4%. So every single year
we’re making economies to offset increases in fares and ensure that we’re
realizing capital for investment. (The buzzer sounded) But still the base
fare is too low to generate enough cash.
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