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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 2019 to 31 March 2020.

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 2020, NLB was operating 27 franchised public bus routes,
mainly on Lantau Island and between Yuen Long / Tin Shui Wai and Shenzhen
Bay Port, with a fleet of 97 single-deck and 58 double-deck buses. These buses
have a total passenger carriage capacity of 13,456. The average age of the bus
fleet was 6.59 years.

In the year of 2019/2020, NLB had carried an average of 87,420
passengers a day (2018/2019: 89,130).

In the year 2019/2020, NLB had carried a total of 31,994,000 passengers
(2018/2019: 32,533,000 passengers); its buses had travelled 8,760,000 km
(2018/2019: 9,190,000 km).

For the year ended 31 March 2020, the total turnover was approximately
HKD184.0 million (2018/2019 approximately HKD197.3 million), with a loss of
approximately HKD8.4 million (2018/2019: loss of approximately HKD1.0
million).
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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.

New Route 39M operations and service enhancement of Route 37M has
been implemented to cater continuous passenger demand generated by new
housing development in Tung Chung Area 39 and Tung Chung North
respectively.

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 2018/2019, 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. Double deck bus conversion is planned in Route 38 by end of this
year, which regarded as better use of resources, enhance route
carrying capacity and operations efficiency;

2. Extra travel demand generate from new population intake in Ying
Tung Estate & Mun Tung Estate of Tung Chung, and new Home
Ownership Scheme housing estates at Mui Wo. Another new
development on Tung Chung Yu Tai Court (opposite North Lantau
Hospital) and Tung Chung Area 54 (adjacent to Century Link) is
going to complete from this year;
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Tuen Mun — Chak Lap Kok Link northern connection (Tuen Chak
Tunnel) will be opened by end-2020, which enhance the
connectivity between Lantau and North-West NT, convenience to
passengers travel to / from Lantau and may increase the source of
potential passengers, and;

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;

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;

Occurrence of social events in Hong Kong from 2™ half of 2019,
and the Government apply isolation and quarantine measures to
most of the immigrant with closure of cross boundary facilities,
due to outbreak of Covid-19 from early-2020 Worldwide, cause
catastrophic decline of ridership on both visitors and local
commuters and fare box revenue is affected, and;

Adjustment of bus captain salary and welfare arrangement among
the industry since Transport Department announced new
guidelines on bus captain working and rest time arrangement in
this year. Improvement and more resources input are required in
bus safety devices and measures to fulfill the regulation’s
requirement.

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
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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 facility has been installed
and the first 2 units of electric bus have put in service by 3™ quarter of 2018,
rest of 2 units is completed of procurement process and target to receive by
2021.

James Wong
Managing Director
31 August 2020
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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 fulfill 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 2020, NLB was operating 27 franchised bus routes with a fleet of 97
single deck and 58 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.
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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
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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-rall
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.
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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.

20



The Government guidelines on environmental protection are constantly
updated. In response to the development, NLB introduce clean energy and
new technologies, including electric buses, to reduce air pollution and adverse
effects of emissions. During the year, NLB has made the following measures for
environmental protection and improve air quality of journey:

1. Continue to introduce buses with latest emission standard. Euro 4, Euro 5
and Euro 6 emission standard reach to 140 buses, as 90% of our fleet, at 31
March 2020.

2. 2 government funded “zero-emission” single deck battery-electric

buses have put in trial on 3™ quarter of 2018 to test vehicle performance
and cost effectiveness.

3. Conduct regular checks on carbon dioxide (CO2) level of bus compartment.
In 2019, 100% of buses checked had their CO2 level within air quality
standard (Upper limit of average hourly concentration of CO2 reach to
3,500ppm) in the “Practice Note for Managing Air Quality in
Air-conditioned Public Transport Facilities — Bus” published by the
Environmental Protection Department (“EPD").

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.
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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 2020
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New Lantao Bus Company (1

Operational Data

Year ended 31 March

2019/2020 2018/2019
1. Total number of bus routes operated
(i) Franchised normal routes 15 15
(i) Airbus routes 1 1
(iii) Overnight routes 4 4
(iv) Special routes 6 6
(v) Alignment external recreational route 1 1
27 27
2. Fleet size at end of reporting period
(i) Registered buses 155 152
(i) Licensed buses 155 152
3. Total fleet capacity 13,456 12,944
4. Operational capability
(i) Mondays to Saturdays (except Public Holidays) 102.4% 107.9%
(i) Sundays and Public Holidays 105.1% 117.0%
5. Achievement of schedule 100% 100%
6. Fleet utilization 78.8% 82.8%
7. Average age of bus fleet (licensed fleet) 6.59 5.95
8. Total number of passengers carried
(i) Annual total (to nearest thousand) 31,994,000 32,533,000
(i) Average daily passengers on weekdays 86,684 88,075
(iii) Average daily passengers on 93,742
Sundays and Public Holidays 90,567
9. Paid bus km (to nearest thousand) 8,764,000 9,194,000
10. Percentage of lost trips 0.50% 0.56%
11. Number of cases forwarded by TCU and handled by NLB
per million passengers in a year 2.84 3.53
12. No. of Passenger Liaison Group meeting convened 5 8
13. @ Other customer services 3 3
14. Average number of bus defects detected per vehicle examination 0.57 1.62
(during spot checked by TD)
15. Number of bus accidents involving injury to person per million vehicle-km
(i) Slightaccidents 291 3.52
(i) Serious accidents 0.34 0.21
(iii) Fatal accidents 0.00 0.00

16. # Mechanical reliability
Average No. of km operated before a bus would experience one 48,421 91,942
all breakdown on the road while passengers are on board

17. Service improvement items
(i) Number of new routes / new supplementary routes introduced 0 4
(i) Frequency improvement 3 5
(iii) Quality improvements 2 3
18. Service rationalization items
(i) Number of bus routes cancelled 0 0
(i) Frequency reduction, vehicle reduction and 2 0

routes reorganization to save bus resources

# Note: The definition of mechanical reliability takes into account all types
of defects leading to vehicle breakdown during passenger services
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New Lantao Bus Company (1973) Limited

Statement of Comprehensive Income

as on 31 March of the year

(Expressed in HK$'000)

2018/2019 2019/2020

REVENUE
Fare Revenue 194,831 174,643
Advertising Income 253 381
Sundry Income 2,253 3,045
Government Subsidy under Anti-Epidemic Fund - 5,908

197,337 183,977
OPERATING COSTS
Staff Costs 96,846 100,804
Fuel and oil 27,800 26,076
Repair & Maintenance 13,500 11,517
Toll Charges 48 34
Franchised Bus Toll Exemption Fund 1 10
Depreciation 24,304 27,858
Interest Expenses 2,219 3,962
Other Expenses 33,751 24,895

198,469 195,156
OPERATING PROFIT/ (LOSS) (1,132) (11,179)
Loss on disposal of fixed assets (74) (8)
PROFIT / (LOSS) BEFORE TAX (1,206) (11,187)
Income tax 186 2,822
PROFIT / (LOSS) FOR THE YEAR (1,020) (8,365)
AVERAGE NET FIXED ASSETS ("ANFA") 172,725 197,059
RETURN ON ANFA (%) 0.48% -2.57%
Accumulated balance of passenger reward as at 31 March (Note 1) 1,529 1,529
Accumulated balance of Franchsied Bus Toll Exemption Fund 1 11

as at 31 March (Note 2)

Note :

. 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 2018 to 7 January 2019 was 9.7% per annum. It was adjusted to 8.7% per annum
commencing from 8 January 2019.

. The Franchised Bus Toll Exemption Fund (‘the Fund”) has been set up for keeping the toll saving from exempting the toll

of government tunnels and roads charged on franchised buses with effect from 17 February 2019. The Fund would be
used for mitigating the extent of fare increase shouldered by the passengers as approved by the government when a
franchised bus operator applies for fare increase or providing fare concession to passengers if the Fund exceeds the
prescribed cap.
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New Lantao Bus Company (1973) Limited

Statement of Financial Position

as on 31 March of the year

(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
Right-of-use assets

Current Assets
Less: Current Liabilities

Net Current Assests / (Liabilities)

Share Capital

Profit and Loss Account

Interest - Bearing Bank Borrowing
Deferred Tax

Deferred Income

2018/2019

18,128
8,503
163,224
1,323
8,914
295
2,585

202,972

28,258

125,011
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(96,753)

106,219

29,117
59,227
6,000
11,835
41

106,219

2019/2020

17,022
7,282
154,669
1,984
7,648
869
1,365
308
191,147

19,479

121,504

(102,025)

89,122

29,117
50,850
9,013
29

113
89,122
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