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More About KMB

Financial and Operational Information on
The Kowloon Motor Bus Company (1933) Limited

This booklet provides an overview of the performance of The Kowloon
Motor Bus Company (1933) Limited (“KMB”) over the ten-year period
ended 31 December 2012. It also covers various aspects of KMB'’s operations,
financial position, services and customer relations.

KMB continued to face a very challenging operating environment in
2012. Despite the fact that its fare revenue for 2012 increased by
HK$119.9 million or 2.1% compared to 2011 as a result of the full year
effect of the 3.6% fare increase which took effect on 15 May 2011 and
a slight year-on-year increase in ridership of 0.7%, these increases
were insufficient to offset the increase of HK$138.9 million in staff costs
arising from the annual pay rise of 5% for KMB employees and the cost
of hiring additional bus captains for service enhancement. In addition,
fuel costs increased by HK$41.8 million as international fuel prices
remained at high levels in 2012 and there was an increase in the
number of bus-kilometres travelled as service levels were further
enhanced. This, together with the increase in toll charges and other
operating expenses arising from inflation, further adversely affected the
financial performance of KMB and resulted in it reporting a post-tax loss
of HK$43.0 million for its franchised bus operations in 2012.

In view of the losses incurred by KMB due to factors beyond its control and
for the purpose of restoring its financial viability for the provision of
sustainable quality services, KMB submitted an application to the
Transport Department on 29 November 2012 for a fare increase of 8.5%.
The HKSAR Government subsequently approved an average rate of
increase of 4.9% which took effect on 17 March 2013. Given the tough
operating conditions currently faced by KMB, such a rate of increase is
insufficient to offset the high operating costs generated by high fuel prices
and rising wages, toll charges and other operating expenses. Therefore,
route reorganisation must be implemented on a large scale and at a faster
pace to enable us to make better use of our limited resources to meet our
customers’ needs and expectations. Our past experience shows that
piecemeal route-level service reorganisation has had minimal impact on
reshaping the bus network and enabling us to deliver the best services to
our customers. As such, we have begun to adopt an “area approach” to
review and reorganise bus services on a district basis. We hope that, with
the support of the HKSAR Government, we will be better positioned to
communicate our plans for consultation with the District Councils so that
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bus route reorganisation can be successfully implemented. Through the
adoption of the area approach, incorporating bus-bus interchange
schemes such as that already adopted in Tuen Mun, our objective of
improving the efficiency of our bus network by reorganising routes with low
demand, increasing the service on routes with growing demand and

introducing new express routes can be achieved.

We will continue to upgrade our bus fleet with the latest technologies
while also exploring and trialling different zero-emission bus
technologies. We are currently undertaking a substantial investment
programme for the purchase of environment-friendly buses equipped
with engines of Euro V or higher standard. As well as being equipped
with a host of safety features, these buses feature new driveline
technology, new air-conditioning systems, and a lighter build, which
reduces fuel consumption and results in about 10% lower emissions.
In addition, their chassis design is compatible with future Euro VI
engine development and even hybrid technologies. In terms of
zero-emission solutions, KMB hopes to work with the HKSAR
Government to progressively introduce supercapacitor buses (gBuses)
and battery-powered electric buses (eBuses) upon completion of

satisfactory testing and trialling in 2014.

KMB’s Operations Division was awarded Occupational Health and
Safety Assessment Series (OHSAS) 18001 certification by the Hong
Kong Quality Assurance Agency in 2012. This accreditation recognised
KMB’s implementation of effective risk management systems in its bus
operations and maintenance activities. KMB is the first franchised bus

company in Hong Kong to achieve this certification.

Other major service enhancement measures implemented by KMB in
2012 include:

The HKSAR Government’'s Public Transport Fare Concession Scheme
(the “Scheme”) was rolled out with effect from 5 August 2012. The Scheme
allows the elderly and eligible person with disabilities to travel on all KMB
routes (except racecourse routes) at a flat fare of HK$2.00 or the current
applicable fare, whichever is lower, for each passenger trip on every day
of the week;
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More About KMB

e Phase 1 of the Tuen Mun Road Bus-Bus Interchange was launched on
26 December 2012. The interchange features the pioneering Estimated
Time of Arrival System, which notifies passengers of the next bus arrival
time. To tie in with the opening, KMB introduced an interchange scheme
to provide Tuen Mun residents with time- and money-saving services;

e Atotal of 120 new super-low floor air-conditioned buses, consisting of 92
Euro V double-deckers and 28 Euro V single-deckers, featuring the latest
safety, environmental and design features, were added to the KMB fleet.
In addition, KMB and a British bus manufacturer co-developed the new
generation E500 Euro V air-conditioned double-deck bus. The E500 bus
has a new driveline, a more energy-efficient air conditioning system and
a lighter built which help reduce fuel consumption and results in 10%
lower emissions. Its chassis is compatible with future Euro VI engine
development and hybrid technology;

e After pioneering the introduction of the KMB Smartphone App in March
2011, KMB launched Version 2 of the App in September 2012. The
Version 2 App allows users to access real-time traffic information and
conduct route searches directly on a map, while giving information on the
lowest fare to chosen destinations and suggestions for bus routes with
the fewest en-route stops. With overwhelming popularity, the Version 2
App had been downloaded by more than 1.2 million smartphone users by
the end of 2012;

e “Priority Seats” near the exit door on the lower deck of around 3,500
double-deck buses were installed to promote a culture of caring by
encouraging passengers to express their concern for passengers in need
by offering their seats to the elderly, the disabled, pregnant women and

passengers with infants;

e 20 new bus shelters were built and six were refurbished or extended,
raising the total number of bus shelters to 2,443. In addition, illuminated
bus route information panels were installed at bus shelters to help

passengers read bus route information at night;
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e Information facilities at two major bus termini were enhanced, raising
the total number to 22, to help passengers who are unfamiliar with the
terminus find the locations of bus stops more easily. Bus route
information display panels were redesigned and upgraded to provide
more details such as bilingual destination names, grid reference codes,

platform numbers and fares; and

e 90 new crystal bus stop poles were added in the urban areas, bringing the
total number to 220. The pole’s multi-sided, 360-degree rotating route
information panel gives passengers speedy and convenient access to
route information. The pole’s pollution-free, recyclable LED lighting with
treble the lifespan and over six times the electricity-saving capacity of
fluorescent tube is equipped with a timer to regulate the power supply

for further energy-saving.

In recognition of its commitment to outstanding performance, KMB was
presented with the following prestigious awards in 2012:

e “Total Caring Award” in the Caring Company Scheme 2011/2012
organised by The Hong Kong Council of Social Service;

e Grand Jury Prize in the Public Transport Category of the Prestigious
Corporate Brand Awards 2012 jointly organised by The Chinese
University of Hong Kong and Ming Pao;

e “Class of Excellence” Wastewi$e Label in the Hong Kong Awards for
Environmental Excellence organised by the Environmental Campaign
Committee;

e President’s Award presented by The Community Chest of Hong
Kong;

e Yahoo! Emotive Brand Awards 2011-2012 (Logistics/Transportation)
organised by Yahoo! Hong Kong;
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e Silver Award in the Contact Centre Service Individual Category in the
Customer Service Excellence Award 2011 organised by Hong Kong
Association for Customer Service Excellence;

e 1st Runner-up in the Highest Service Hour Award 2011 (Private
Organisation — Best Customer Participation) and Merit of the Highest
Service Hour Award 2011 (Private Organisation — Category 1)
organised by the Social Welfare Department;

e Bronze Prize for the KMB website in the Top 10 .hk Website
Competition 2011 organised by Hong Kong Internet Registration
Corporation Limited; and

e Award of Excellence for the KMB Corporate Social Responsibility
Charter 2011 in the Apex Awards for Publication Excellence 2012

organised by Communication Concepts.

KMB celebrated its 80th Anniversary on 13 April 2013. The company has
come a long way since it commenced operations in 1933 running
services in Kowloon and the New Territories with a fleet of 106 small
single-deck buses operating on 18 routes. While KMB has been
contributing to the growth of Hong Kong for 80 years, we will continue to
strive for service improvement through our constant quest for innovation

in the pursuit of excellence.

Edmond HO Tat Man

Managing Director

30 May 2013
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Summaries of Operational and Customer
Service Information

Operational Information Summary

In the ten years from 2003 to 2012, KMB:

e added 1,133 new buses fitted with Euro Il, Euro Ill, Euro IV or Euro V
standard environment-friendly engines to its bus fleet at a total cost of
HK$2,995 million;

e introduced a total of 19 new bus routes;

e constructed and renovated 470 bus shelters;

e improved frequencies and services on 219 occasions;

e upgraded the standard of bus maintenance to enhance service reliability
and delivery;

e enhanced the training facilities and programmes for bus captains to
improve safety and customer service standards, including using the
state-of-the-art Driving Simulator Studio for bus captain training at our
Sha Tin Depot starting from January 2008; and

e provided concessionary fares to senior citizens.

In the past years, the quality of KMB’s bus services has continually been
enhanced in various aspects. For instance, we have:

e maintained ISO 9001 certification on a corporate-wide basis for our
quality management systems since November 1999 and also ISO 14001
certification for environmental management for Sha Tin Depot and Lai
Chi Kok Depot since November 2001 and November 2003 respectively;

e obtained certification from the Hong Kong Q-Mark Council of the
Federation of Hong Kong Industries for having met the Hong Kong
Green Mark Standard prescribed under the Hong Kong Green Mark
Certification Scheme;
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e introduced Octopus Bus-Bus Interchange Schemes (“BBI”). At the end

of 2012, a total of 81 Octopus BBI schemes were in operation;

e installed Multi-media On-board Systems on some 3,300 buses to
provide passengers with bus service information and infotainment;

e installed Bus Stop Announcement Systems on our entire bus fleet to
broadcast and display information about the next bus stop;

e installed Integrated Bus Service Information Display Systems at
selected major termini, where LED display panels are positioned to
provide information on next departure times, destinations and fares of
individual bus routes, as well as urgent messages concerning major
traffic disruptions, etc.;

e equipped our entire fleet with the Octopus Smart Card System for fare
payment;

e equipped new buses with barrier-free facilities for the convenience of
disabled persons;

e used ultra-low sulphur diesel in our bus fleet since January 2001 and
“Euro V Diesel” with 0.001% sulphur content commencing 1 December
2007; and

e broadcast a series of 15-second educational television programmes to
convey various safety tips to passengers on Multi-media On-board
Systems.
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Customer Service Information Summary

We use a variety of channels to maintain open communication with our

customers. For instance, we have:

e operated a number of KMB Customer Service Centres to provide information

on bus services and to collect customers’ opinions;

e maintained a Passenger Liaison Group programme to gather the
views of passengers and better understand their expectations;

e launched on the KMB Website (www.kmb.hk) a brand-new online
map-based point-to-point bus route search function allowing the public
to access information on more than 5,000 bus stops on around 400
bus routes in graphic form and a “Street View” feature giving
passengers a 360-degree photo tour of the street near their chosen
bus stop;

e maintained a Customer Service Hotline Operator Service to serve
customers from 7 a.m. to 11 p.m. every day, as well as a 24-hour
Customer Service Hotline that provides on-demand bus route
information, service updates, traffic news and a voicemail service in

Cantonese, English and Putonghua;

e installed the Digital Map Passenger Enquiry System at the Customer
Service Hotline to enhance the efficiency of handling customers’
enquiries and, for Hotline mobile phone users, launched a Short
Message Service (“SMS”) facility to provide bus route information and

a digital map service giving bus stop locations;
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® (distributed route maps, including various leisure route maps, at KMB
Customer Service Centres;

® equipped our Customer Service Centres with the Digital Map
Passenger Enquiry System to provide customers with the advanced
bus route information search facility;

® introduced an innovative enquiry service, the BAT (Bus Arrival
Timeline), to allow passengers to check the arrival time of the next two
buses of our overnight bus services on Routes N216, N241, N260 and

N293 through our Customer Service Hotline; and

® installed route information plates at bus stops and termini as well as
inside bus compartments to provide bus service information, such as
timetables, fare tables and route information.

Our commitment to introducing innovations and to developing and
implementing the most environment-friendly solutions will continue to
improve the safety, efficiency, reliability and user-friendliness of our bus
services to meet, or even exceed, our customers’ needs and expectations.
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injured persons for more than 12 hours

I HaEH
Fatal accidents
MYt - 52008 F 2 « SFHEEEBSTABESIF
EYrBELTHE
Note: From 2008 onwards, basis of calculation revised to

include number of buses involved in accidents
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Total service rationalisation items for the year

03 04 05 06 07 08 09 10 11 12
O HADTEIR - B ERBEREATERERUBAEFES
B+EIR
Frequency reduction, vehicle reduction and route reorganisation
to save bus resources

o BB LRKRHAE

Number of bus routes cancelled

2FERERBEE B

Total service improvement items for the year

2.0

0.5
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NWNEBEERFNZ2EFHYHE (UFEEB AR
Average number of complaints handled by KMB
for the year (per million passenger trips)

0.83
080 79 081 080

03 04 05 06 07 08 09 10 1" 12

03 04 05 06 07 08 09 10 11 12
OUEFTERR  ENBFE ERBHEHEREAM

Frequency improvement, capacity improvement,
extension of operating period and others
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OSIAZ=HEBLIMEREAE

Number of routes with deployment of air-conditioned buses

O FAMmHEARHE

Number of new routes introduced
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Total Passenger Liaison Programmes for the year

40

0
03 04 05 06 07 08 09 10 1 12 03 04 05 06 07 08 09 10 1 12
o REZERAETRH O BHFEIHEEBRRH
Number of Passenger Attitude Surveys conducted Number of User Group meetings attended
o REHMMKNMEZERRK
Number of Passenger Liaison Group meetings convened
REMBRES
Bus shelters
2,600
2432 248
2400
2,400 2383 2388
2,174
2,200
2,000
1,800

03 04 05 06 07 08 09 10 11 12
o FRERAMHHE

Number constructed or renovated in the year
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03 04 05 06 07 08 09 10 11 12
o RNFRBZHE

Number available at the end of the year
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Results for Franchised Public Bus Operations for the year ended 31 December 2012

L
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BEE
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REFA LS E A8 AR R 5T &l
BENRABAZKEER

B E AR AR KT B B E 69
BHWA

BE AN
BREBLAT(B1R) 1 BF
FRigH 8% / (i)

BENHBEEK2
BRBLR (B1R) 1 B

M12A31B 2 FKEEOE
REEER (N

B aE -

RERBEREEHO I EEAEN
RERTERABHREN [RIETHNE
EZHTEREME  —EAEEERL
ENEEEFEESNWEREEEBB
BREEEEEFIDFEFENEERS
BERE > HSNIEEBEEREN
5085 EHEFRESZE  UFERE
BEEMNMERY  RARFREHE L
BEEEE  ZEEHBERFER
20111818 E201256128318
BABF.T% °

Turnover
Fare revenue
Advertising income
Other operating income

Other net income

Operating costs
Staff costs
Fuel and oil
Spare parts and stores
Toll charges
Depreciation
Other operating expenses

Operating loss before deemed
income recognised in respect of
defined benefit retirement plans

Deemed income recognised in respect of
defined benefit retirement plans

Finance costs
(Loss) / profit before taxation

Income tax credit / (expense)

(Loss) / profit after taxation from
franchised public bus operations

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

Note :
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20124 20116
BE T BT T
HK$’ 000 HK$'000
5,942,671 5,822,783
112,004 104,548
1,503 1,803
6,056,178 5,929,134
78,272 76,976
_.6.134450 6006110
(2,941,798) (2,802,881)
(1,459,881) (1,417,057)
(228,702) (207,874)
(346,228) (339,954)
(750,828) (781,595)
(493,273) (490,862)
(6,220,710) (6,040,223)
(86,260) (34,113)
43,702 84,820
(9,588) (7,936)
(52,146) 42,771
9,159 (4,407)
(42,987) 38,364

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 increases and to facilitate the offer of bus fare concessions.
The prescribed triggering point of return for the period from 1 January 2011 to 31 December

2012 was 9.7% per annum.
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e eNETBE RS

Btk TEHEE TAER HE EBEEEE
BT HithEH FEL Hith NEE LHbRER #RE
BT T BT BE%Tx BT BETT BT B¥%Tx
992,392 8,660,285 204,946 2708230 12,565,853 115102 12,680,955
37,135 8,379 135,813 289,997 471,324 - 471,324
— 285,601 (285,601) - — - -
- - - 16,567 16,567 - 16,567
(2,480)  (246,095) —  (121,168)  (369,743) —  (369,743)
1,027,047 8,708,170 55,158 2,893,626 12,684,001 115,102 12,799,103
780,615 6,241,041 — 2414693 9,436,349 — 9,436,349
18,128 428744 — 303,956 750,828 — 750,828
(2,480)  (245,540) —  (115798)  (363,818) —  (363,818)
796,263 6,424,245 — 2602851 9,823,359 — 9,823,359
230,784 2,283,925 55,158 290,775 2,860,642 115102 2,975,744
53,060 - 53,060
2,913,702 115,102 3,028,804
211,777 2,419,244 204,946 293537 3,129,504 115102 3,244,606
207 - 207

3,129,711 115,102
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Fixed Assets
Buses and Buses Tools Interest in Total
other motor under and leasehold fixed
Buildings vehicles  construction others Sub-total land assets
HK$°000 HK$°000 HK$'000 HK$'000 HK$°000 HK$’000 HK$°000
Cost:
At 1 January 2012 992,392 8,660,285 204,946 2,708,230 12,565,853 115,102 12,680,955
Additions 37,135 8,379 135,813 289,997 471,324 - 471,324
Transfer of buses — 285,601 (285,601) - - - -
Adjustment to capital stores _
and spares unused — — — 16,567 16,567 16,567
Disposals (2,480) (246,095) - (121,168) (369,743) - (369,743)
At 31 December 2012 1,027,047 8,708,170 55,158 2,893,626 12,684,001 115,102 12,799,103
Accumulated depreciation:
At 1 January 2012 780,615 6,241,041 — 2,414,693 9,436,349 — 9,436,349
Charge for the year 18,128 428,744 - 303,956 750,828 - 750,828
Written back on disposal (2,480) (245,540) — (115,798) (363,818) — (363,818)
At 31 December 2012 796,263 6,424,245 — 2,602,851 9,823,359 — 9,823,359
Net book value:

At 31 December 2012 230,784 2,283,925 55,158 290,775 2,860,642 115,102 2,975,744

Add: Deposits paid in
respect of buses on order 53,060 — 53,060

2,913,702 115,102 3,028,804

Net book value:
At 31 December 2011 211,777 2,419,244 204,946 293,537 3,129,504 115,102 3,244,606

Add: Deposits paid in
respect of buses on order 207 - 207

3,129,711 115,102 3,244,813
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