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FULLER DISCLOSURE OF FINANCIAL AND

OPERATIONAL DATA

Background

New Lantao Bus Company (1973) Limited (“NLB”) is obliged, as a franchised public
bus operator, since 1993, to adhere to the Government’s directive in adopting new standards of
fuller disclosure for its financial and operational information to the public.

NLB has, since 1993/1994, provided and disclosed the above information. The
following documents have been prepared, taking into consideration the above standards,
showing the essential financial and operational data of NLB for the latest financial year from 1
April 2016 to 31 March 2017.

In order to provide the public with a fuller understanding on the development and
provision of NLB’s services, the financial information of the company for the corresponding
period of the previous five years have also been included in this paper.

Review of the Year

As at 31 March 2017, NLB was operating 23 franchised public bus routes, mainly on
Lantau Island and between Yuen Long / Tin Shui Wai and Shenzhen Bay Port, with a fleet of
113 single-deck and 10 double-deck buses. These buses have a total passenger carriage capacity
of 8,827. The average age of the bus fleet was 7.31 years.

In the year of 2016/2017, NLB had carried an average of 74,402 passengers a day
(2015/2016: 69,083).

In the year 2016/2017, NLB had carried a total of 27,157,000 passengers (2015/2016:
25,284,000 passengers); its buses had travelled 8,678,000 km (2015/2016: 8,506,000 km).

For the year ended 31 March 2017, the total turnover was approximately HK$172.6
million (2015/2016 approximately HKD164.9 million), with a profit of approximately HKD7.7
million (2015/2016: profit of approximately HKD4.5 million).



Impact of population intake of Tung Chung New Town and the adjacent private housing
estates have fully fledged, we do not envisage any further drastic increase in population intake
of this area, thus reaching the optimum demand of service of NLB’s Route 38. On the other
hand, the Tung Chung — Ngong Ping Cable Car Link continued to erode both the revenue and
profits of NLB’s Route 23, which is running parallel with the cable car service.

A number of route serving Tung Chung North include Route 37, 37M & 37H have been
extended to Ying Tung Estate to cater new population demand of new private properties
development and public housing estate on early 2017. Earlier programmes have come into
effect and succeeded in bringing about savings on operation costs.

External uncontrollable factors continue to affect NLB’s performance, these include
weather conditions, the cost of fuel and the fluctuation in exchange rates between US Dollar
(which the Hong Kong Dollar has pegged with) and Euro, as almost all of NLB’s buses have to
rely on the supply of parts from certain European countries; recent decline and subsequent
albeit stabilization of fuel price has contributed to savings in cost of fuel.

Cost of human resources has increased due to inflation in Hong Kong for the period of
2016/2017, in which NLB had to recompense our work force in order to maintain a stable and
consistent supply of manpower.

NLB has continued to implement programmes to enhance its service safety.
Programmes have been devised to monitor and improve the service standard of drivers.

Prospect
The favourable factors include:

1. The bus routes B2 between Yuen Long and Shenzhen Bay Port, and B2P between
Tin Shui Wai and Shenzhen Bay Port have continued to produce additional profit.
It is hopeful that the patronage and revenue for these routes will rise when western
Shenzhen is further developed,;

2. NLB continued to cooperate with Ngong Ping 360 Limited, which has been
mutually beneficial to both parties;

3. Extra travel demand generate from new population intake in Tung Chung North
(Ying Tung Estate), new Home Ownership Scheme housing estate at Mui Wo,
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Tung Chung Area 39 (south of Yat Tung Estate), Tung Chung Area 27 (opposite
North Lantau Hospital) and Tung Chung Area 54 (adjacent to Century Link) in
the coming years;

4. Extra travel demand between north Lantau and Hong Kong Port of the Hong
Kong — Zhuhai — Macao Bridge. The new port is target to commence it service by
Q4 2017; and,

5. Government announce a blueprint of East Lantau Metropolis and Tung Chung
New Town extension plan which further develop Lantau to be a sizeable
residential and business community.

The less favourable factors include:
1. Movement of fuel price remains unpredictable;

2. The opening of Lantau roads to outside traffic (for both buses and private cars) has
affected the revenue of special route services of NLB, for both weekdays and
Sundays/public holidays; and,

3. The growth in patronage for bus route 38, the most profitable route of NLB, has
slowed down as the intake of population into Tung Chung New Town has almost
reached saturation.

The process of fuller disclosure is an integrated part of NLB’s policy. Opinions from the
public and respective supervisory bodies are most welcome. In addition, representatives from
NLB have attended regular meetings of the Traffic and Transport Committee and the Fishery,
Agriculture, Commerce and Tourism Committee of the Islands District Council. NLB has also
participated in various social service functions organized by the Islands District Council and
rural committees of Lantau.

In order to obtain opinions of passengers towards our service, NLB has organized a
series of passenger liaison group meetings by each year. NLB has appointed Department of
Business and Administration of IVE (Institute of Vocational Education) to conduct passenger
satisfaction surveys in order to acquire most up to date information on passengers’ needs and
make service improvements.



It has always been NLB’s prime objective in providing a safe, adequate, punctual,
comfortable, clean, convenient, courteous and caring public bus service to its passengers.

The subsidies to NLB for the purchase of four units of single-deck electric powered
buses, have materialized. The supporting facilities are under installation in progress and the
first unit of electric bus should put in service by end of this year.

Matthew L.P. Wong, BBS
Chairman
31 August 2017



CORPORATE SOCIAL RESPONSIBILITY

Background

Since the introduction of a doctrine on Corporate Social Responsibility, New Lantao
Bus Co. (1973) Ltd. (“NLB”) has continued to encounter intense challenges in this respect, in
particular, those with emphasis on environmental impact and traffic control. NLB has the mass
consumers (both local and overseas) as its major sources of passengers and revenue, to be
supplemented by business and institutional customers.

A policy on Corporate Social Responsibility (“CSR”) has been devised to address these
concerns, with a view that this policy could be sustainable and adaptable to social changes, and

would adapt to these changes accordingly.

In order to ascertain that the CSR of NLB could fulfil the above requisites, the
following strategies has been established:

1. To successfully define the various issues associated with the company’s CSR;

2. To develop a strategic business response to social and market changes;

3. To initiate action individually, or with fellow public transport operators, in order to
accomplish its goals in CSR; and

4. To communicate the results of these actions to the community and the Government.

Product and Services

NLB is the franchised public bus service provider in Lantau Island, as at 31 March 2017,
NLB was operating 23 franchised bus routes with a fleet of 113 single deck and 10 double deck
buses. It also operates Routes B2, B2P and B2X, which carry passengers between Shenzhen
Bay Port and Yuen Long West Rail Station (B2), and Tin Shui Wai (B2P and B2X), respectively.



Fundamentals of the CSR

In view of globalisation and its impact towards the transport sector, NLB has witnessed
its clientele gradually changing from local to international and inter-regional, and that its
suppliers have also diversified.

Providers of public transportation service have created a linkage with their target
publics: passengers, supervisory authorities, and different sectors of the industry as well as the
community. The CSR will allow these publics to understand the work of the respective service
providers.

The structure of the service providers is also changing, in the case of NLB; the
Franchise granted has certain expectations on the provider, e.g., more interaction with
passengers. In addition, the service providers are no longer monopolizing the service;
competition would require these companies to become more market-oriented.

As the service of NLB has become market oriented, there are rising expectations from
customers, particularly passengers frequently using NLB’s services; together with competition
from other modes of public transport, these market forces obliged NLB to be continuously
creative in providing its service. Market forces may require NLB to re-examine its current
service standard, especially on fleet management, punctuality and fare.

Defining the CSR

Corporate Social Responsibility can be defined as the set of standards of behaviour that
a company subscribes in order to make its impact on society positive and constructive. The
production and selling of goods and services, business ethics, environmental practices,
recruitment and employment conditions, approach to equal opportunities and investment in the
community are examples of such impact.

Corporate Community Investment is one of the important mechanisms in developing
and measuring business standards, it is also an essential tool of CSR, involving a practicable set
of programmes and processes that can enable the company to bring the skill and time of its
employees for community need.



The following standards can become applicable in various levels of NLB’s operations:
1. Workplace — through the introduction of equal opportunities in employment by
adhering to current legislation governing equal opportunities and to provide

additional opportunities for employees to undergo occupation-related training.

2. Suppliers — through dissemination and safeguarding of NLB’s standards in business
ethics.

3. Market — sounding out NLB’s obligations to consumers.

4. Community — contributing to the development of the society, in particular, those

community sectors that are deprived of these benefits.

Stakeholders

NLB has a number of major stakeholders, to whom the CSR could be properly
addressed:

1. Employees — drivers, station masters, maintenance staff, administrative and
clerical staff, personnel, management.

2.  Government — Transport and Housing Bureau, Transport Department, Islands
District Office and District Council.

3.  Customers — passengers, corporate clients.

4.  Suppliers — vehicle manufacturers and distributors, parts supplier, fuel companies
and services suppliers such as banks, utilities and Octopus.

5. Communities — neighbourhoods which are served by NLB’s network of bus
service.

6. Investors — indirect investors of holding company which is listed on the Hong
Kong Stock Exchange.

7. Public services — NGOs.



8. Business partners — joint venture partners in transport-related businesses, e.g.,
Cable Car operator, Po Lin Monastery, MTRC Ltd. as bus-rail interchange partners,
and fellow franchised public bus operators in bus-bus interchange partnership, and
advertisers and their agents in the placement of advertisement on board buses and
at stations and terminals.

Insight for CSR Obligation

Corporate Governance

NLB, as a franchised bus operator and a public body, is highly visible, as the buses
would frequent the network of routes covered by the company. It is important for the company
and its vehicles to be seen to be setting a good example and adhering to high standard of the
public transport sector.

In addition, the company has to adhere to the standard of measurement of service by the
Government. As a public body, the company must also work closely with the Independent
Commission Against Corruption on matters pertinent to corruption prevention.

It is essential for NLB to establish a code of conduct for the employees, so that they can
work with suppliers without prejudice.

Equal Opportunities

NLB could advocate equal opportunities in employment, and in the provision of its
services, to facilitate passengers with disabilities when boarding and alighting from buses and
waiting at termini.
Safety and Environment

Road accidents can cause serious bodily injury and even death, and may also result in

legal claims. These can also result in poor image of the company. NLB would warrant
continuing providing alert and defensive driving programmes for the drivers.



In order to cope with the changing and improving code of practice regarding
environmental friendly measures for franchised bus operators, efforts would be required to put
into areas of using cleaner fuel, procuring up-to-date technologies that could alleviate the
negative impact of pollution. NLB is also going to introduce electric-powered buses to alleviate
the impact of pollution.

Drivers and other workers may feel under pressure to work for long hours without rest,
the CSR should ensure that a support network could be available for the employees on
workplace safety and to ensure that the working hours are reasonable and their levels of health
are satisfactory.

Establishing Guidelines for Effective Corporate Integrity

There is no one precise standard of corporate integrity; the management principles,
corporate history, local culture, nature of business and regulatory mechanisms have to be taken
into consideration. The following features may serve as the fundamentals in the establishment
of such guidelines:

1. The corporate obligations must be shared and accepted by members of the
company. These have to be clearly communicated to all levels of staff.

2.  Members of senior management must be personally committed, trustworthy, and
willing to achieve those values that the company advocate.

3. These values must be reflected in the day to day functioning of the corporation.

4. The company’s systems and structures must be able to support the implementation
of these values.

5. Senior management must be trained and acquired the decision-making skills,
knowledge, and competencies needed to make ethically sound decisions and act
accordingly. The actions must be seen to be just and fair and beneficial to the
society.



Quantified Corporate Social Responsibility Measures

The followings are material performances of NLB in the enhancement of the company’s
CSR, with direct bearing on its services and target publics:

1. New Bus Routes
Though the annual submission of Forward Planning Programmes for the
forthcoming five years, NLB would explore and develop new routes for approval
from Transport Department. This ongoing exercise is for the benefit of the
community and could bring in additional revenue to NLB.

2. Fare Concession Schemes
Implementation of fare concession schemes, including bus-rail interchange, bus-bus
interchange, and Public Transport Fare Concession Scheme for the Elderly and

Eligible Persons with Disabilities”. There is also a one day pass for Lantau Routes
to provide attractive discounts to passengers who may use the Pass for unlimited
travel on these routes.

3. Environmental Responsibility
Procurement of new Euro V and Euro VI buses for the fleet to replace older vehicles
with less environmentally friendly engines; and trial run on electric-powered buses.

4. Health Care
NLB has introduced regular medical examination for drivers who are aged 50 or
over; and attachment to the Group’s medical insurance scheme. A voluntary scheme
is offered to employee who aged 50 or above to provide financial subsidies for
Colonoscopy examination.

5. Charitable and Community Service
Introduce an internship programme with local secondary education institute, which
offer participant more opportunities of exposure in local community. NLB had also
cooperated with local community, sports and recreational promotion groups by
sponsoring their services and activities.

New Lantao Bus Company (1973) Limited
31 August 2017
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New Lantao Bus Company (1973) Limited
Operations Data

Year ended 31 March

2016/2017 2015/2016
1. Total number of bus routes operated
(i) Franchised normal routes 12 12
(i) Airbus routes 1 1
(iii) Overnight routes 3 3
(iv) Special routes 6 6
(v) Alignment external recreational route 1 1
23 23
2. Fleet size at end of reporting period
(i) Registered buses 124 130
(i) Licensed buses 123 124
3. Total fleet capacity 8,827 8,684
4. Operational capability
(i) Mondays to Saturdays (except Public Holidays) 110.5% 113.6%
(i) Sundays and Public Holidays 116.0% 123.7%
5. Achievement of schedule 100% 100%
6. Fleet utilization 86.8% 88.5%
7. Average age of bus fleet (licensed fleet) 7.31 7.29
8. Total number of passengers carried
(i) Annual total (to nearest thousand) 27,157,000 25,284,000
(if) Average daily passengers on weekdays 71,960 66,138
(iii) Average daily passengers on
Sundays and Public Holidays 85,466 80,901
9. Paid bus km (to nearest thousand) 8,678,000 8,506,000
10. Percentage of lost trips 0.30% 0.03%
11. Number of cases forwarded by TCU and handled by NLB
per million passengers in a year 3.06 3.92
12. No. of Passenger Liaison Group meeting convened 6 6
13. @ Other customer services 3 3
14. Average number of bus defects detected per vehicle examination 0.97 1.94
(during spot checked by TD)
15. Number of bus accidents involving injury to person per million vehicle-km
(i) Slightaccidents 1.69 1.96
(if) Serious accidents 0.23 0.35
(iii) Fatal accidents 0.00 0.12

16. # Mechanical reliability
Average No. of km operated before a bus would experience one 77,479 111,918
all breakdown on the road while passengers are on board

17. Service improvement items
(i) Number of new routes / new supplementary routes introduced 2 1
(if) Frequency improvement 2 3
(iiif) Quality improvements 6 4
18. Service rationalization items
(i) Number of bus routes cancelled 0 0
(if) Frequency reduction, vehicle reduction and
routes reorganization to save bus resources 0 0

# Note: The definition of mechanical reliability takes into account all types
of defects leading to vehicle breakdown during passenger services

11



New Lantao Bus Company (1973) Limited
Statement of Comprehensive Income

(Expressed in HK$'000)

REVENUE

Fare Revenue
Advertising Income
Sundry Income

OPERATING COSTS

Staff Costs

Fuel and oil

Repair & Maintenance
Depreciation

Interest Expenses
Other Expenses

OPERATING PROFIT
Loss on disposal of fixed assets

PROFIT BEFORE TAX
Income tax

PROFIT FOR THE YEAR

AVERAGE NET FIXED ASSETS ("ANFA")

RETURN ON ANFA (%)

Accumulated balance of passenger reward as at 31 March (Note)

Note :

2015/2016

161,933
190
2,730

2016/2017

164,853

70,184
19,127
19,942
15,564

35
34,276

169,767
87
2,795

159,128

5,725
(222)

172,649

76,054
19,098
15,063
16,624

793
35,203

5,503
(1,006)

162,835

9,814
(540)

4,497

89,952

5.03%

1,529

9,274
(1569)

7,705

105,238

7.95%

1,529

Under the revised Modified Basket of Factors (MBOF) approach, which is the existing basis for the
Administration to assess bus fare adjustment application, 50% of any return of a franchised bus operator in a
given year in excess of a prescribed triggering point of return on its average net fixed assets would be shared with
passengers to relieve the pressure for future fare increase and to facilitate the offer of bus fare concessions. The
prescribed triggering point of return for the period from 1 April 2010 to 31 March 2017 was 9.7% per annum.
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(Expressed in HK$'000)

NON-CURRENT ASSETS
Leasehold land and buildings
Bus terminal structure
Motor buses & vehicles
Furniture, fixtures & office equipment
Equipment & tools
Computers
Deposits paid for purchases of buses

CURRENT ASSETS
LESS: CURRENT LIABILITIES

NET CURRENT AEESTS / (LIABILITIES)

SHARE CAPITAL

PROFIT AND LOSS ACCOUNT

INTEREST - BEARING BANK BORROWING
DEFERRED TAX

DEFERRED INCOME

2015/2016

13,846
903
83,019
829
3,605
271

738
103,211

63,452

70,265

(6,813)

96,398

29,117
56,012

11,194
75

96,398
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2 E W A
BEIWA 161,933 169,767
B & W A 190 87
H g A 2,730 2,795

164,853 172,649
2 E MK
8 1T ® &K 70,184 76,054
A S 19,127 19,098
wERa 19,942 15,063
B 15,564 16,624
ME X H 35 793
Hfh & H 34,276 35,203

159,128 162,835
= E K A 5,725 9,814
HEBECEEZEIE (222) (540)
bk 8 Al & A 5,503 9,274
Fir 15 (1,006) (1,569)
xFE A 4,497 7,705
ETEEEFH FE 89,952 105,238
BEEEFHZFEBLIR L 5.03% 7.95%
M3A31HZEXEMOEERG &K (M 1,529 1,529
Maz:

RIET e 5 /T T F N B H Bl AT IR IE R T ANEETH EE 25 R EME,  —EEELE
B TR B 1S O3 F B B8 15 H 1B E B F EAT ERTIS M RO E - BB RIEEH /e #HE 50% 1§
FHERENE - PFEHEEENERS  ROREZRHEIEEEE - ZIEEMEOHRER 2010 £F4 A1 BHE
2017 £3 B 31 HEABAEE 9.7% -

23



(& % F D)

2015/2016
JER B E E
HE - KT 13,846
B 1k 45 1 903
B 4 R H At H 83,019
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