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the Euro emission standard (ranging from NWFB's 88% to Citybus (Franchise 2)'s 100%). The
lost trip rate and number of complaints per million passengers of each of the three bus companies
have dropped, and there is stringent monitoring by Transport Department ("TD") on a regular
basis over the safety aspect of their bus operation.

Members noted that the Administration intends to introduce a number of changes to the
franchises. These include additional requirements for prior approval by the Commissioner for
Transport for investment in securities and installation of on-bus facilities and introduction of
bus-related ancillary/add-on services by the bus companies, requirements for the bus companies
to conduct passenger satisfaction surveys and to provide direct communication links and assistance
to TD's emergency control centre, and general procurement guidelines on the requirement of
competitive tendering by the bus companies. The Committee supports these proposed changes
as they would improve bus operation in general and would be in the interest of passengers.

The Committee has discussed the issue of fares. Members noted that the franchise renewal
does not cover bus fare issues since adjustment to bus fares are dealt with in accordance with
the established bus fare determination mechanism and that in December 2000, the Chief
Executive in Council approved the "Modified Basket of Factors" ("MBOF") Approach as the basis
for examining fare adjustment applications. Members also noted that LW has recently withdrawn
its fare increase application submitted in March 2001 in the light of the current economic
conditions, and that both Citybus (Franchise 2) and NWFB have not indicated any intention to
apply for fare adjustments in the near future.

Taking into account all the relevant factors, the Committee is of the view that Citybus (Franchise
2), LW and NWFB should be allowed to continue their franchised bus operation. The Committee
opined that in order to ensure continuity of bus services which straddle the last day of a franchise
in case there is to be a change in operator upon expiry or revocation of that franchise, and
given that the period of a franchise cannot exceed 10 years under the Public Bus Services
Ordinance, it is appropriate for the proposed new franchises to run for a period of about 9
years and 11 months.

I should be grateful if you would convey the Committee's views and advice to the Chief
Executive in Council so that they would be taken into full account in the Council's deliberation
on the applications from the three bus companies. The Committee's views and advice may be
released for public information when the Council's decision is announced.

Mr Paul Tang, JP 21 June 2002
Acting Secretary for Transport
Transport Bureau
16/F Murray Building
Central, Hong Kong

Dear Mr Tang,
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The Transport Advisory Committee discussed at its meeting on 21 May 2002 the applications
from Citybus Limited ("Citybus (Franchise 2)") and Long Win Bus Company Limited ("LW") to
renew their franchises for bus services serving the Airport and North Lantau for 10 years, and
New World First Bus Services Limited ("NWFB")'s application to renew its franchise for the
operation of urban, cross harbour and Tseung Kwan O bus routes also for 10 years. This letter
sets out the Committee's views and advice to the Chief Executive in Council.

In considering the applications from the three bus companies, the Committee has taken into
account all relevant factors including:

(i) the practice in granting bus franchises in recent years;
(ii) the capability of the bus companies concerned to provide proper and efficient bus service;
(iii) the willingness of the bus companies concerned to invest in their bus operation; and
(iv) the terms to be included in the proposed new franchises.

Members noted that under section 6(1) of the Public Bus Services Ordinance (Cap. 230), the
Chief Executive in Council may grant a bus franchise for a period not exceeding 10 years. In
recent years, new franchises for a period of 5-6 years were granted to new franchised bus
operators or for operation of new bus networks, which enabled the Government to observe
the performance of their operation before considering the grant of longer franchises to them.
The franchises of proven operators were renewed for 10 years to provide them with a stable

operating environment and incentives to plan ahead and make long-term investments necessary
for the bus service. On the other hand, franchises of under-performing operators were extended
for a much shorter period of less than 5 years to serve as a warning to the operators concerned
and to allow time for the Government to make plans for contingency arrangement for replacing
the operator if necessary upon expiry of the extended franchise period. The Committee does
not suggest any change to this practice.

Members noted that Citybus (Franchise 2), LW and NWFB have been providing quality service
to the travelling public and have shown commitment to investing in their bus operation, as
evidenced by their construction of new bus depots. They have also made continued efforts to
improve the environmental performance of their bus fleet, including the conversion to the use
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