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EXECUTIVE SUMMARY

Pain Points in Hong Kong’s Point-to-Point (“Pt2Pt”) Transport System

o Hong Kong has one of the world’s most comprehensive intra-city public transportation systems, catering to both mass transit and Pt2Pt transport needs. Although ridesharing plays an
increasingly important role in people’s lives, independent ride-hailing platforms are currently illegal in Hong Kong.

o Hong Kong’s current Pt2Pt licensing regime only covers taxis and private hire cars, with license caps remaining unchanged since 1998. Moreover, most taxi licenses are not held by taxi drivers.
The disconnect between ownership and operation creates limited incentives for taxi medallion holders (i.e., taxi fleets) — and taxi drivers — to optimise their service quality.

. Worryingly, Hong Kong has one of the highest taxi accident rates and complaint ratios, one of the oldest taxi driver populations, and one of the lowest digital payment adoption rates in the world
when compared to other major global cities. Although more than half of taxi drivers can accept Octopus payments, the value of transactions processed via Octopus remains minimal at just ~1%.
As a result, many residents remain deeply unsatisfied with local taxi services across the entire customer journey (i.e., hail, ride, and pay), citing poor driver behaviour and difficulties in hailing
taxis, in particular. This has led to surging customer complaints, which skyrocketed by a compound annual growth rate (“CAGR”) of 57% from 2020-23.

The Case for Greater Competition (i.e., Independent Ride-Hailing Platforms)

o Since the entry of a ridesharing platform into Hong Kong in 2014, the average number of daily taxi trips has declined at an accelerating rate. Over the past decade, the platform has facilitated
over 120 million passenger trips, indicating a rapidly growing demand from local consumers for higher quality, digitalised Pt2Pt transport offerings.

) Relative to ridesharing platforms, we see major deficiencies across the end-to-end customer journey offered by Hong Kong’s taxis (including taxi-hailing apps), including an absence of dynamic
pricing, large group travel options, special needs support, route transparency, digital payment support, as well as service area limitations.

o Given these deficiencies, 87% of residents support the introduction of ridesharing platforms in Hong Kong. Most residents also believe that competition from new ridesharing platforms will act as
an important incentive mechanism for taxi service providers to improve their service quality.

o Despite widespread support from the public, Hong Kong is one of the few major economies in the APAC region that has not rolled out a legislative framework to support the operation of ride-
hailing platforms on home soil, impacting the city’s brand image as a global innovation and technology hub.

The Way Forward

o We recommend that local policymakers (1) optimise existing taxi services at scale and (2) legislate ridesharing platforms in the city. We believe the legislation of ridesharing, in particular, will be
crucial in fostering healthy competition in Hong Kong’s Pt2Pt transport industry, including incentivising much-needed upgrades to the city’s taxi services.

o We recognise that both the public and private sectors are currently working to optimise taxi services; however, these initiatives cover less than 20% of Hong Kong's total taxi fleet and overlook
some key considerations, such as dynamic pricing. Too much reliance is also being placed on the private sector to support digital payment adoption, which we believe should be mandated.

o With respect to optimising taxi services, we recommend policymakers focus on four over-arching themes for all Hong Kong taxis: (1) improving accessibility during peak hours, in remote areas,
and for individuals with special needs; (2) establishing minimum qualification standards, such as maximum driver and vehicle age limits, to ensure passenger safety; (3) ensuring greater
transparency on fees and routes; and (4) enhancing service quality via regular vehicle checks, driver training, and digital payment enablement.

o In terms of legislating ridesharing in Hong Kong, successful models from other jurisdictions should be carefully evaluated by the government to determine appropriate (1) license mechanisms;
(2) driver authorisation; (3) safety standards; and (4) fare systems, with a thorough assessment on the impact of each model on key stakeholders to ensure a fit-for-purpose regulatory regime
that effectively balances the needs of different interest groups.
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HONG KONG’S PUBLIC
TRANSPORT SYSTEM

Key Takeaways

Hong Kong has one of the world’s most
comprehensive and efficient intra-city public
transportation systems, including mass transit
and Pt2Pt transport.

Mass transit services consist of the city’s
extensive bus network, light buses, the Mass
Transit Railway system, tramways, and shipping.
These modes of transportation handle a
significant portion of the city’s daily passenger
traffic, offering reliable and cost-effective options
for commuting. While mass transit excels in
moving large numbers of people efficiently, it
does not provide direct Pt2Pt routes.

Pt2Pt transport is intended for passengers who
seek direct, personalised transportation to
specific destinations. In addition to taxis and hire
cars for special purposes, ridesharing platforms
have offered on-demand transportation services,
although the city’s regulatory framework
currently deems them to be illegal.
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Hong Kong boasts an extensive intra-city public transport system, with point-to-point
(“Pt2Pt”) transport playing a crucial role in the daily lives of the city’s residents
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REGULATORY REGIME
LIMITATIONS

Key Takeaways

The current Pt2Pt licensing regime only applies
to taxis and hire cars, leaving ridesharing
unregulated. This system fails to adequately
meet the needs of residents for two key reasons:

1. License Caps and Treatment as an
Investment Asset: Hong Kong taxi and hire
car licenses have been capped since 1998,
stifling healthy competition and reducing
incentives to improve service quality. Taxi
licenses are largely treated as speculative
investment assets, freely tradeable on the
secondary market at HKD 2.79m, and are
issued without any conditions directly related
to service quality;

Ownership-Operation Disconnect: Many
license holders lack operational expertise in
taxi services. Most taxi drivers also rent
vehicles from taxi companies, operating
without a sense of ownership. As such,
challenges can arise around instilling a
sense of accountability and motivation to
deliver better services to customers.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved.
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The city’s current taxi licensing and hire car permit systems fail to create an environment of
healthy competition that incentives license holders and drivers to improve service quality

Current Licensing Regime
Taxi and Hire Car in Hong Kong
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Source: China Daily, Grace Motor, Hong Kong Taxi Exchange, Transport Department, Hong Kong e-Legislation, Quinlan & Associates analysis

@ TAXI

18,088
Unchanged since 1998

VERY HIGH

+ No application form on the
government website

* Only transfers and withdrawals are
available through phone calls

Freely traded

HKD 2.79 million per license?

Most taxi drivers do not own the
license

HKD 324,850°

Licenses are viewed as
investments, with limited
incentive to improve the
quality of taxi services

HIRE CAR

1,500
Unchanged since 1998

HIGH

* Limited purposes (i.e., hotel, tourist
agent, and company guests or for
individuals requiring personalised,
high-end transport)

Not transferrable

N/A

Drivers have direct ownership

HKD 1,000

The supply of hire cars is
subject to a very strict cap,
with stringent limits on the
licenses’ usage



HONG KONG TAXI Hong Kong taxis significantly underperform relative to other major global cities across
BENCHMARKING several critical dimensions, including safety and digital payment adoption

Key Takeaways Comparative Benchmarking
City-level Comparison of Taxis

Hong Kong's taxi services lag behind many
other global cities across several key
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Hong Kong has one of the oldest The accident rate of taxis in Hong Kong is Without a regulatory mandate, Hong Kong's
groups of taxi drivers in the world, notably higher than that in other large cities, digital payment acceptance rate lags
which poses a greater risk to trip safety raising concerns about safety standards well behind that in other metropolises

"Using the data of Taiwan as a proxy for Taipei; 2Using the data of England as a proxy for London; ®The number in the bracket equals [% total accidents involving taxis / (# of taxis / total # of vehicles registered in the city)]; “Reported as “all taxis (except a
small number of Yellow Top taxis) in Singapore accept cashless payments” by the Land Transport Authority; SPercentage accepting credit cards; Based on the acceptance rate of Octopus among active drivers
©2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved. Source: Government disclosures, Aju Business Daily, Channel News Asia, CTWANT, The Nation, Robbins et al. (2022), Seoul Economics, Maeil Business Newspaper, Straits Times, Tokyo Taxi Centre, Ta Kung Pao, StreetsBlog NYC, Quinlan & Associates
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LIMITED DIGTAL
PAYMENT USAGE

Key Takeaways

While 54% of active taxi drivers in Hong Kong
accept Octopus payments, only ~1.23% of total
fare payments between 2019 and 2023 were
made via Octopus.

This can be attributed to taxi drivers failing to
actively promote digital payment options, such
as displaying digital payment terminals in the
taxi, or supporting digital payments when they
are requested by customers. In fact, 38% of
customers identify a lack of digital payment
options as a key area of dissatisfaction.

The reluctance of taxi drivers to adopt digital
payments may stem from behavioural inertia, a
lack of digital literacy among older drivers, and /
or insufficient support for those looking to adopt
digital payment systems.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved.

While more than half of active taxi drivers accept Octopus, actual usage remains extremely

limited, a notable driver of customer dissatisfaction

Octopus Adoption Rate
Hong Kong, Taxi Drivers

Although 54% of Hong Kong'’s active
taxi drivers accept Octopus payments,
many drivers still fail to display digital

54%.

...of active taxi drivers in
Hong Kong accept Octopus
as of Aug 2024

payment options to passengers and/or
simply refuse to process non-cash
payments...

Payment of Taxi Fares by Octopus
HKD billion, Hong Kong, 2019-2023E

|
1.23%.

...of the ~HKD 81 billion'
spent on taxis from 2019-23
were paid by Octopus

...as aresult, digital payment uptake

by taxis remains much lower than
headline figures suggest

Quinlan & Associates estimate; 2The sample size is 1,030 ;3Point of sale

Customer Dissatisfaction on Lack of Digital Payment
Survey? Result, May 2024

The lack of digital payment is a

38%.

... of respondents dissatisfied
with taxi services cited the
lack of digital payment as
one of the most common
problems

major reason for customers'
dissatisfaction with taxi services

Potential Reasons for Low Usage
Taxi Drivers

Behavioural Inertia
4
a By accepting cash payments only, taxi drivers can continue to operate
with their familiar settlement practices, while maintaining a certain level
of anonymity by using non-digital payments

Limited Digital Savviness

Over half of Hong Kong's taxi drivers are aged 60 or above, which can
present significant challenges when it comes to navigating digital
payment systems

Lack of Support

When a driver wants to install an POS3 machine or register for an app,
they must navigate the process alone without sufficient support from
their taxi company

Source: China Daily HK, Legislative Council, news.gov.hk, Octopus, South China Morning Post, Public Transport Think Tank of Hong Kong, Transport Department, Quinlan & Associates analysis




NOTABLE CUSTOMER
PAIN POINTS

Key Takeaways

Survey results show that customers encounter
notable frictions throughout the end-to-end taxi
journey, particularly in aspects they value highly
but find unmet / underserved by current taxi
services in Hong Kong.

Customers report the most challenges during the
ride itself, with nearly 65% of survey
respondents citing the impoliteness of drivers,
followed by dangerous driving and inefficient
routes.

Hailing a taxi also poses numerous challenges,
with customers often frustrated by limited
availability and reliability, lengthy waiting times,
and violations of driver obligations when it
comes to fare payments.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved
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A survey conducted by the Hong Kong Taxi Council in 2023 showed major dissatisfaction
with the service quality delivered by local taxis across the end-to-end customer journey

Customer Pain Points
Taxi Service Quality Elements, % of Respondents’ Unsatisfied, Q2 2023

" "
Critical Factors Hard to Hail on the Street
62.84%

Lengthy Waiting Times at Station
62.76%

Q0000

The sample size is 1,211, including local residents and tourists; 2Ranked as high / moderate in importance
Source: HK01, Hong Kong Taxi Council, Quinlan & Associates analysis

Drivers’ Impoliteness

64.99%

Dangerous Driving

57.80%

Route Inefficiencies

57.72%

Unsuitable Temperature

55.24%

Unfamiliarity with Directions

54.83%

Unclean Taxi

53.18%

P Violation of Driver Obligations

any  62.35%



CUSTOMER COMPLAINTS
TOWARDS TAXI SERVICES

Key Takeaways

The total number of complaints against taxis
surged by a compound annual growth rate
(“CAGR”) of 57% from 2020-23, sending a clear
indication that limited competition leads to weak
incentives for service improvements.

Customer reviews on taxi-hailing apps validate
growing complaints about improper behaviours,
including overcharging, detours, and refusal to
certain destinations.

Although initiatives like the demerit point system
have been implemented, the current system
disproportionately requires riders to file
complaints and pinpoint the offending driver.
Fields of the complaint form include the driver's
name and identity plate number, the registration
number of the taxi, as well as the date, time and
place of the incident.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved
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Growing passenger dissatisfaction can be clearly seen by the sharp rise in taxi complaints
in recent years, which grew by a factor of ~4x from 2020-23

Number of Complaints'
Taxis, Hong Kong, 2020-2023

14,000
12,000
10,000

8,000 7,266

6,000 5,131

— .
2020 2021 2022

- Refusing a Hire - Overcharging

Refusing Destinations - Others?

12,128

62%

2023

- Detour

Drivers’ Behaviours Review
Apple Store and Google Play Reviews of Taxi Hailing Apps

“After taking taxis for over ten years, this is the first
9 time I've encountered such a terrible driver. His
- attitude was bad, and he spoke rudely. As soon
as | got in the car, it felt like | was being lectured.”

A Local Individual

“Every time | use the Cross Harbour Tunnel, | am o
charged an additional HKD 30 without any

explanation. How is the fare calculated?”

A Local Customer

. “The driver took a significant detour on my way
home from the office and spoke to me loudly and
rudely.”

A Frequent Customer

“Some of their drivers are rude and will drop you off  J

in the middle of the street if they don't like your
destination.”

A Frequent Customer

"Including complaints received by the Transport Department and the Hong Kong Police Force. Complainants may submit their complaints to multiple departments or organisations simultaneously, and each submission is counted as a separate complaint;

2Including improper driving behaviours, offences involving taximetres, etc.

Source: Apple Store, Google Play, Hong Kong Police Force, Transport Department, Quinlan & Associates analysis




HONG KONG TAXI Alarmingly, Hong Kong taxis receive more complaints than any other major city when
COMPLAINTS IN CONTEXT measured on a per driver, per taxi, or per trip basis

Key Takeaways Comparative Benchmarking
City-level Comparison of Taxis

Hong Kong's taxi complaint ratio (whether per

driver, per taxi, or per trip) is higher than all other

major cities, indicating widespread
dissatisfaction with local taxi services.

P

o, Seoul

o . - " . o Seoul 0 0.0044%
This dissatisfaction negatively impacts Hong 18%
Kong's brand image, highlighting an urgent need
for improvements in local service quality.
&=
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Driver Complaint Ratio Vehicle Complaint Ratio Trip Complaint Ratio
(No. of Complaints / No. of Drivers) (No. of Complaints / No. of Taxis) (No. of Complaints / No. of Trips)
Hong Kong receives more complaints per driver Hong Kong receives more complaints per taxi Hong Kong receives more complaints per trip
compared to other major cities compared to other major cities compared to other major cities
©2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved. Source: Government disclosures, Aju Business Daily, Channel News Asia, CTWANT, The Nation, Robbins et al. (2022), Seoul Economics, Maeil Business Newspaper, Straits Times, Tokyo Taxi Centre, Ta Kung Pao, Quinlan & Associates analysis




SECTION 2

THE CASE FOR
RIDESHARING SERVICES




GROWING DEMAND FOR
RIDESHARING SERVICES

Key Takeaways

The average number of daily trips provided by
taxis declined from 2006 to 2023, with this
decline accelerating following a ridesharing
platform’s entry into the Hong Kong market in
2014,

While the total number of trips offered by the
ridesharing platform over the past decade
equals only 3.8% of those provided by taxis, the
rapid growth in the trips completed (covering
over 1.44 billion kilometres as of 2024) indicates
significant untapped demand for ridesharing
services. Therefore, as regulatory frameworks
evolve, there is a substantial opportunity for
ridesharing services to address the shifting
preferences and demands of commuters in
Hong Kong.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved
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Hong Kong taxis’ average daily journeys continues to fall, especially since the entrance of a
ridesharing platform in the city in 2014, which has seen rapid growth in its user base

Average Daily Taxi Trips
Thousands, 2006-23

After the Ridesharing
Platform’s Entrance

CAGR:
-3.2%

Before the Ridesharing
Platform’s Entrance

1200

CAGR:
-1.2%

1100 A ridesharing platform entered Hong Kong in 2014,
introducing white-labelled vehicles as an

alternative mode of Pt2Pt transport, focused on
offering a more seamless, digital-led experience
1000

900
800

Taxi trips hit an all-time low during the
pandemic due to a sharp decline in

700 tourist arrivals and residents restricting

their movements within Hong Kong

600

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Company disclosures, Transport Department, Quinlan & Associates analysis

Total Mileage by a Ridesharing Platform
Billion Kilometres, 2014-Jul 2024

1.50

1.07
1.00
050 0.37
o 1R
First 6 Years Recent 4.5 Years

(2014 - Aug 2019)  (Sep 2019 - Jul 2024)

Relative Share of Trips
Taxis vs. Ridesharing Platform, Millions, 2014-H1 2024

E 120 million

3.8%

... proportion of trips
provided by ridesharing
platform as a % of total

taxi trips

3,186 million
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EXISTING GAPS (1/2) -
HAIL

Key Takeaways

From the onset, tourists face limited accessibility
when using Hong Kong’s taxi services. Most
app-based bookings require a local phone
number, leaving tourists with the sole option of
hailing taxis on the street. During peak periods,
finding a taxi becomes even more challenging
due to the absence of a mechanism that could
adjust to higher prices and incentivise more taxis
to be on the road and available for service.

Taxi options themselves are also limited by
colour-coded taxi zones, affecting flexibility and
convenience. The majority of taxis seat a
maximum of four passengers, leaving no room
for larger groups, and oftentimes do not allow
customers to specify special requirements in
advance (e.g., wheelchair service, pet onboard).
Traditional taxi services also lack the option for
cancellations, creating potential inconvenience
for customers with changing plans.

We view legalising ridesharing alternatives as a
means to increase the number of service
providers and address existing gaps in the
market.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved

< >

The absence of dynamic pricing, large group travel options, needs specifications, as well as
service area limitations, affect the convenience and flexibility offered by local taxis

Customer Journey Benchmarking
Ridesharing & Taxi Hailing

Local Phone Number
Sign-up
Requirements

Variable by Kilometre

Fees

Eh

1-4 Passengers
Vehicle
Capacity

HAIL

Q 0 0 6 O

Special Needs
Specification

Feature Appointment Choice
Availability Location Sharing
, By Area
Location
Coverage /
Reach
Cancellation

Sourc-e: Ridesharing platform and taxi hailing apps, Quinlan & Associates analysis

Supported

Current Future
Landscape Potential
Street Major Taxi Ridesharing
Taxis Hailing Apps Alternatives

N/A
N/A

N/

A

l I

I

I

Evaluation of
Current Landscape

% Tourists may be unable to
make bookings online as they
may not have a local phone
number to register

% No dynamic pricing
mechanism to efficiently
adjust supply to better align
with the demand

% Customers need to take two
taxis when travelling in
groups of >4

% Customers tend to struggle to
express special needs in
advance when booking

v" Major digital platforms
facilitate appointment and
location sharing

% Travel scope is limited to
certain areas in HK (e.g.,
Lantau) due to restrictions on
taxi type

% Traditional taxi services are
inflexible

Partially Supported

Not Supported Gap

Benefits of Opening Up
Ridesharing Alternatives

v

Tourists can conveniently
enjoy ride-hailing without the
hassle of getting a local
phone number separately

Waiting time during peak
hours and in remote areas
can decrease with economic
incentives

Customers can enjoy group
travel of up to 6 passengers in
one vehicle with ease

Customers can receive proper
help as specified in their
booking request

Customers’ appointment
orders can be responded to
much faster

Customers can travel
anywhere in Hong Kong or
enjoy cross-border services
without transit

Customers can adjust their
travel plans accordingly



EXISTING GAPS (2/2) -
RIDE & PAY

Key Takeaways

Once aboard, most taxi hailing apps lack real-
time visibility into arrival times or travel routes,
leaving passengers uncertain about their travel
times and making them vulnerable to detours or
unnecessarily extended rides. The ageing taxi
driver population, coupled with the absence of
mandatory additional training, also raises safety
concerns for customers.

At drop-off, customers have limited payment
options. While progress has indeed been made
in adopting e-payment methods - 25,000 taxi
drivers now accept Octopus payments as of
August 2024, and more than 2,000 taxi drivers
have adopted Taxi Pay, a payment gateway
platform that supports 18 types of digital
payments as of July 2024 — this system remains
far from ubiquitous.

Passengers are also required to manually
request receipts, and the lack of automation in
receipt generation based on the taximetre can
result in overcharging due to manual surcharge
inputs.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved

During the journey, riders often experience uncertainty and inconvenience because of

unclear arrival times, unpredictable routes, and limited digital payment options

Customer Journey Benchmarking

Ridesharing & Taxi Hailing

Visibility

RIDE

e Competency

e Payment
Methods

PAY

Confirmation

Cash

Supported

Current Future
Landscape Potential
Street Major Taxi Ridesharing
Taxis Hailing Apps Alternatives

II

58 <53

Source: Ridesharing platform and taxi hailing apps, The Standard, Quinlan & Associates analysis

Evaluation of
Current Landscape

% Customers do not have
visibility on arrival times and
the routes taken by drivers
most of the time

x Ageing driver population that
does not receive much
training gives rise to major
safety risks

x Digital payment options are
still not widely accepted,
creating inconvenience for
customers who do not have
cash on hand

% Customers need to ask for a
receipt from the driver by
themselves, instead of
receiving it automatically on
their phone

Partially Supported

Not Supported Gap

Benefits of Opening Up
Ridesharing Alternatives

v

v

Customers can enjoy full
transparency regarding arrival
time and route, reducing the
chance of detours

Younger drivers who receive
proper and continuous
training can provide a safer
ride experience

Customers can enjoy the
speed and convenience of
digital payments without the
hassle of rounding issues or
dealing with physical change

Customers can automatically
receive a receipt that includes
a detailed breakdown of fees,
minimising the risk of
overcharging



PUBLIC CALLS FOR
RIDESHARING

Key Takeaways

Hong Kong people are calling for changes in taxi
services, with 84% expressing dissatisfaction
with the current system. Many believe that
legalising ridesharing platforms could be the
answer, with 87% supporting this option to
bridge existing service gaps and provide a more
efficient, reliable Pt2Pt transport experience.

The benefits of ridesharing extend beyond
convenience for many respondents, with 69%
believing the introduction of ridesharing will
improve the service quality of the local taxi
industry via increased competition, ultimately
offering consumers better Pt2Pt choices and
improved standards.

This strong public sentiment highlights a desire
for greater Pt2Pt transport options, improving
service quality and enhancing accountability,
setting the stage for legalised ridesharing to
complement and elevate Hong Kong’s current
Pt2Pt transport landscape.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved
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Given these pain points, local consumers are calling for a more efficient and reliable Pt2Pt
transportation system in Hong Kong, including the legalisation of ridesharing

Need for Legislation of Ridesharing
Survey' Results, May 2024

e Need for Change

g Legalisation of Ridesharing

@ Benefits of Competition

84%.

...of respondents express that
Hong Kong's taxi industry needs
revolution

Hong Kong people are seeking a
change in the current Pt2Pt
transport landscape

The sample size is 1,124
Source: Ta Kung Pao Survey, Quinlan & Associates analysis

87%.

... of respondents think that
Hong Kong should introduce
ridesharing platforms

They have a positive attitude and
outlook toward the introduction
of ridesharing platforms

69%.

... of respondents agree that
introducing ridesharing platforms
will improve taxis’ service quality

The introduction of ridesharing
platforms has the potential to
foster healthy competition



RIDE-HAILING SERVICE
MODELS IN APAC

Key Takeaways

There are three key types of service models for
ride-hailing platforms in APAC:

Taxi-only Hailing Services: only licensed
taxis can be hailed. Private cars owned and
operated by individual drivers are not
permitted to operate without a hire car
permit;

Restricted Hybrid Hailing Services: users
can hail both licensed taxis and private
vehicles, but the drivers / private vehicle
must register with a company; and
Unrestricted Hybrid Hailing Services:
Users can hail both licensed taxis and
private vehicles, enabling private vehicle
drivers to operate without an employment
relationship with the ride-hailing platform.

Compared to other major APAC jurisdictions,
Hong Kong is the only one that has not rolled
out a regulatory framework to govern the
operation of ride-hailing platforms. We believe
this lack of competition is a key driver behind the
city’s poor Pt2Pt service proposition.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved
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While all major APAC economies have rolled out models to support the operation of ride-
hailing platforms in their home markets, Hong Kong is the lone exception

Ride-Hailing Platform Service Scope Applicable Dependent Not Applicable
Asia Pacific, Key Jurisdictions
Regulatory Openness Low High
Models Taxi-only Restricted Hybrid Unrestricted Hybrid
Hailing Services iy Hailing Services Hailing Services
Vehicles Available
Licensed Taxis v v v
(Users can hail licensed taxis on the platform) (Users can hail licensed taxis on the platform) (Users can hail licensed taxis on the platform)

Private Cars - v
(Users can hail private cars if the vehicle / driver is

registered under a registered company) (Users can hail private cars on the platform)

Examples @ Hong Kong Japan Mainland China
¥ 20 Only licensed taxis can be hailed legally, . Private vehicles can be hailed through Private vehicle drivers are not considered
with the hailing of private cars' being illegal Uber, Go, Didi, and S.ride, but only at employees with labour relationships
specific times and areas, with private
v HKTaxiApp = Uber drivers hired by a taxi company Malaysia

Private vehicle drivers are not considered

South Korea employees, but independent contractors

&.% ) ° ) )
29 Licensed taxis can be hailed, and drivers

with a taxi driver license with at least five Singapore
years of experience can provide service Private vehicle drivers are considered as
with vehicles purchased from TADA self-employed
Taiwan .
Australia

Private cars can be hailed, with the driver
joining a taxi fleet with their vehicle
designated as a “diversified taxi”

Vietnam
Private cars can be hailed, with the vehicle
registered under cooperations with badges

Private vehicle drivers are considered as
independent, and not employees

Thailand
Private vehicle drivers are not classified as
formal labour

e b k&

"Without a hire car permit
Source: Government disclosures, media reports, Quinlan & Associates analysis
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OVERVIEW OF
POTENTIAL INITIATIVES

Key Takeaways

We recommend that policymakers focus on a
dual-pronged approach of optimising existing
taxi services and legalising new ridesharing
platforms, establishing a range of requirements
to enhance accessibility, safety, transparency,
and quality assurance.

We believe that regulating ridesharing, in
particular, will be crucial in fostering healthy
competition among Pt2Pt transport service
providers, encouraging traditional taxi service
providers to adopt new technologies and
improve the quality of their services.

It will also ensure that Hong Kong's policy
stance evolves in line with many other
jurisdictions across the globe, crucial in
supporting the city’s global brand image.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved.
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We suggest policymakers focus on two key areas within the Pt2Pt transport industry to foster
healthy competition and enhance overall service quality

Initiative Themes Overview

Optimisation of Taxi Services & Legislation of Ridesharing, lllustrative

@ Accessibility

Implement dynamic pricing to better balance
supply and demand, while adopting more
wheelchair accessible vehicles

Safety

Establish minimum standards for driver and
vehicle age to enhance driving safety and
reduce the risk of accidents

@ Transparency

Provide customers with advanced visibility of
fares and routes, and require drivers to
proactively issue receipts

Q Quality Assurance

Perform vehicle condition checks (e.g.,
cleanliness, digital payment) and mandate
participation in regular driver training

Source: Quinlan & Associates analysis

Optimisation of
Taxi Services

=

Legislation of
Ridesharing

Platform License

Revise the existing licensing system to permit
and effectively regulate ridesharing platforms,
and clearly outline their responsibilities

Driver Authorisation

Establish requirements for ridesharing drivers
to ensure they receive proper training and can
deliver high-quality service

@ Safety Standards

Create a comprehensive set of safety
standards for vehicles and driving behaviours
to ensure overall safety

Fare System

Implement a flexible fare system to adjust
supply and promote competition among
various service providers



A LOOK AT CURRENT
OPTIMISATION EFFORTS

Key Takeaways

We recognise that both the public and private
sectors are working to improve taxi service
quality; however, we find current efforts to still be
insufficient for three reasons:

1. Limited Coverage: The taxi fleet regime
includes only 3,500 taxis, representing just
19% of all taxis in Hong Kong;

Unaddressed Problems: Key areas remain
unaddressed, such as the implementation of
dynamic pricing to better align supply with
demand; and

Dependence on the Private Sector: Since
the taxi fleet regime does not cover all taxis,
the installation of smart metres for remaining
taxis relies on private sector initiatives,
which may not progress quickly enough to
meet customer needs.

While efforts are being made by the government to modernise Hong Kong's taxi fleet, we

believe they need to go much further

Taxi Fleet
Licenses Issued in July 2024

[ ]
@; et o v o S s g @ Transport Department

of tha Paopls's Republic of China The Government of the Hong Kong Special Administrative Region

Smart Metres
Launched in 2024

The Hong Kong government has granted five taxi fleet licenses to selected companies. They
are required to complete their preparations and begin operations within one year. Upon
successful launch, they will be awarded a taxi fleet license, which will be valid for five years

Key Initiatives (Taxi Fleet Regime)

Vehicle Update

Fleet operators will deploy new vehicles and ensure that the age of the remaining taxi
fleet does not exceed three years. Additionally, a certain number of wheelchair-
accessible taxis, premium taxis, and electric taxis will be introduced into service

Driver Training

Fleet operators will maintain an employer-employee relationship with a certain number
of drivers, provide training, and monitor drivers’ behaviours and service performance.
They will also provide channels for service ratings and feedback

Technology Adoption

Safety devices, such as Global Positioning Systems (“GPS”), dash cameras, and driver
monitoring systems, along with online hailing and various electronic payment methods,
will be adopted to enhance convenience and driving safety

©@®0

Limitation of Current Efforts

CabCab, APAS' and EFT solutions launched a smart taxi
metre, enabling automatic calculation of additional fees

100

Taxis installed in the trial run

Wonder

Taxi Pay and Wonder have launched a smart taxi meter that
supports 18 payment methods, including Alipay and Visa

2,000+

Taxi drivers adopted Wonder’s digital payment service

Limited Coverage @ Unaddressed Problems @ Dependence on the Private Sector

®

The new taxi fleet regime only covers 19% of taxis in Several underlying challenges remain unresolved, such as The installation of smart metres is not mandatory in all
Hong Kong, while these efforts should apply to all taxis for better balancing supply and demand with a dynamic taxis and depends on the private sector's initiatives. As such,
service quality improvement pricing mechanism the pace of adoption may not align with customer needs

Automotive Platforms and Application Systems
© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. Al rights reserved. Source: HKO1, HKPC, news.gov.hk, Quinlan & Associates analysis




SUGGESTED INITIATIVES
(1/2) - OPTIMISATION

Key Takeaways

We suggest the government look to implement
the following initiatives, as examples, to optimise
taxi services in Hong Kong:

Pricing and Fare Regulations: Introduce a
dynamic pricing mechanism to help balance
supply and demand;

Needs Fulfilment: Develop more inclusive
vehicle designs to better serve customers
with special needs;

Behaviour Monitoring: Enforce the
installation of recording equipment for safety
and accountability; and

Digital Payments: Mandate and/or sponsor
the adoption of digital payment terminals.

By implementing these initiatives, we believe the
taxi industry can enhance supply dynamics to
better match demand and improve overall
service quality.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved.

Various regulatory and technological initiatives can be explored to optimise Hong Kong's
entire taxi fleet

Potential Initiatives
Samples, Regulatory & Technology Improvements for Taxi Services

Objective

Potential
Initiatives

Overseas
Example

Pricing &
Fare Regulations

Create sufficient incentives for drivers to
meet the dynamic market demand and
prevent price gouging during peak hours
and/or in remote areas

—~——
Dynamic Taxi Pricing
Introduce a transparent, dynamic pricing

mechanism, allowing fares to adjust in
real-time based on user demand

En

Dynamic Pricing

Singapore permits taxi companies and
ridesharing platforms to adopt dynamic
pricing, including offering flat rates for
trips booked via apps

@ Needs
Fulfilment

Tailor services to cater to customers with
special needs, addressing segments of
the population that are currently
underserved

—~——

Re-fitted Vehicles

Deploy more wheelchair accessible
vehicles (currently at 25.9%") equipped
with non-slip flooring and ramps

A
Kl g

Wheelchair Accessibility

Black taxis are all wheelchair accessible,
equipped with an induction hearing loop,

high-visibility grab handles, and minimum
vehicle dimensions

“Percentage of all three types of taxis that are wheelchair accessible as of February 2024
Source: Government announcements, Quinlan & Associates analysis

Behaviour
Monitoring

Monitor the behaviours of drivers and
customers to ensure that their conduct is
aligned with world-class quality and
safety standards

—~——

Recording Enforcement

Install audio and video recording
equipment in taxis to facilitate
investigations with evidence for disputes

o

Audio and Video Recording

Macau mandates taxis to install audio and
video recording equipment, with access to
the recorded information limited to legal
circumstances

. Accessibility . Quality Assurance

Digital
Payments

Facilitate widespread adoption of digital
payment acceptance among drivers to
enhance convenience for both local
customers and tourists

—~——

Digital Payment Mandate

Require all taxis to accept at least one
digital payment method to enable more
efficient and seamless fare payments

Smart Terminal Installation

Al cruising taxis in Beijing are required to
install a smart terminal enabling digital
payment capabilities and satellite
positioning functions



SUGGESTED INITIATIVES
(2/2) - RIDESHARING

Key Takeaways

For the legalisation of ridesharing to take place,
a comprehensive framework tailored to Hong
Kong’s market characteristics would need to
address licensing protocols, driver qualifications,
and safety standards, similar to those that have
proven effective in other jurisdictions.

We observe three types of models governing
ridesharing licenses across the globe:

1. Open Access Model: This model
encourages broad market participation with
minimal entry restrictions. Ridesharing
platforms can enter the market easily, while
regulatory oversight is kept relatively light;

Controlled Access Model: This balanced
model allows ridesharing services to operate
within specific limits, while still promoting
consumer flexibility and choice; and

Restricted Access Model: This model
places tight restrictions on ridesharing
services, including rigorous licensing
requirements.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved.
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In addition, we suggest policymakers move to license ridesharing service providers/drivers,
ensuring that they operate in a compliant manner and on a level playing field with taxis

Ridesharing Licensing

Types of Models
Open Access Model Controlled Access Model
Facilitates nearly unrestricted entry with basic Permits entry of ridesharing services within set
regulatory oversight and minimal licensing barriers  limits, accompanied by reasonable regulations,
for ridesharing platforms to operate in the market  including those on drivers
Licensing

Combined licensing regime with taxis,
subject to similar standards / requirements

Separate / individual licensing regime with fewer

Platform License
regulatory barriers than traditional taxis

Requirements

Driver Authorisation Basic requirements Additional requirements
(e.g., no criminal record, valid license, min. driving experience) (e.g., insurance, special driving course)
Safety Standard Limited regulatory oversight; ridesharing platforms are
responsible for setting their own standards
Fare System Dynamic pricing based on market conditions Dynamic pricing by platform operators

Jurisdiction Example m Singapore
Drivers require only a single permit, A common licensing regime introduced in
enabling an unlimited no. of people to

onboard with minimal requirements (e.g.,

one year of driving experience)

E United States (California)

subject to the LTA’s" Quality of Service
standards and a demerit points system

2020 combines ride-hailing and taxi service,

3@

Restricted Access Model

Imposes heavy restrictions on ridesharing
services, including limits on vehicles and
requirements to obtain licenses

Germany

Drivers are required to hold commercial
licenses? (i.e., P-Schein) and can only join
ridesharing platforms by going through a
taxi fleet

Level of Strictness / Control: - Low Moderate High

TLand Transport Authority; 2The same license required to drive a taxi or limousine in Germany
Source: Government disclosures, The German Way & More, Legislative Council, The Law Reform Commission of Hong Kong, Quinlan & Associates analysis




CASE STUDIES -
SHENZHEN AND KOREA

Key Takeaways

Collaboration efforts between the public and
private sectors have yielded effective outcomes
in both Korea and Shenzhen.

» Shenzhen: introduced an online taxi platform
that rivals top ridesharing apps, offering
features like route optimisation, a driver
review system, and seamless integration of
digital payments with the fare metre. This
innovation aligns with the convenience and
transparency that digital-native ridesharing
services provide, enhancing user experience
and operational efficiency.

Korea: the k.ride app caters specifically to
tourists, simplifying their experience with
quick registration, overseas credit card
payment options, and automatic translation.
This app helps bridge language and payment
barriers, making it easier for tourists to
navigate their trips easily.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved
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We see a clear opportunity for Hong Kong'’s public and private sectors to collaborate and
create a more efficient, responsive, and customer-focused Pt2Pt transport offering

Case Study
Digital Transformation of Shenzhen’s Taxi Industry

In 2020, the Shenzhen Municipal Bureau of Transport and a Pt2Pt transport
service provider built an online platform for taxis, Shenzhen Taxi, connecting
all taxis in Shenzhen to it within six months, which helped taxi drivers gain
higher incomes while improving service quality and customer satisfaction

= | >30,000

Drivers Onboarded in Shenzhen Taxi
Key Features of the Shenzhen Taxi Platform

Cruising Route Guidance

Shenzhen Taxi optimises drivers' routes by analysing online
and offline order volumes, making it easier for customers to hail
a taxi, whether through the app or on the street

Service Quality Monitoring and Feedback
Customers can view information about the vehicle and the
driver through the mobile app and provide feedback on the
driver's service

Digital Payment & Metre Integration

The online platform is connected to the metre, allowing drivers
to collect the fare displayed on the metre, which helps avoid
disputes over fees while enabling seamless digital payment

Source: The Korea Economy Daily, k.ride, Shenzhen Municipal Bureau of Transport, Xinhua Net, Quinlan & Associates analysis

Case Study
k.ride for Tourists in Korea

Launched in 2024 by KakaoMobility, which has 38 million registered users,
k.ride is a Korean ride-hailing app designed to meet the travel needs of
foreigners in Korea through various facilitation methods, supporting them
from registration to payment

14 Countries

Availability in App Stores

Simple Registration

Tourists can log in to the app using their overseas phone numbers and
email addresses, eliminating the need for a local phone number, and
providing a better user experience for travellers

Payment with an Overseas Credit Card

E Tourists can conveniently pay their fares using overseas credit cards,
removing the hassle of currency exchange and the need to sign up for
alternative payment methods

Auto-translation Enablement

Tourists can search for locations and communicate with drivers in their
native languages, enabled by k.ride’s auto-translation feature that
supports over 100 languages




HOW WE CAN HELP (1/2)

Key Takeaways

As the HKSAR Government prepares to file its
legislative proposal in 2025, we can assist
regulators and policymakers in creating a robust
legal framework for Pt2Pt transport that seeks to
foster innovation and healthy competition while
balancing the interests of key stakeholder
groups, maximising benefits for locals and
tourists alike.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved.

We can help policymakers develop a robust framework that can help foster innovation and
healthy competition in Hong Kong’s Pt2Pt sector

For Policymakers

How We Can Help

DESCRIPTION

Source: Quinlan & Associates

STAKEHOLDER & POLICY ANALYSIS

Conduct in-depth analysis of the current legal framework
and the priorities and concerns of various stakeholders
(e.g., taxi and ridesharing operators, customers)

MODEL ASSESSMENT

Assess the economic, social, and environmental impacts
of different models of ridesharing legalisation (e.g., traffic
congestion, job creation, public safety, etc.)

BEST PRACTICE REVIEW

Conduct a review of successful Pt2Pt transport policies
(e.g., driver, safety standards, etc.) from other
jurisdictions

Outline recommendations for a separate licensing
regime / amendments in the existing taxi legal
framework to foster innovation and healthy competition

SCOPE OF WORK

 Existing policy review
» Key stakeholder interviews
» Mapping of stakeholder interests

* Potential model identification
* Model impact assessment

» Global policy review
» Policy impact evaluation
» Best practice identification

* Licensing regime mapping

 Stakeholder communication

 Public opinion analysis

 Policy publication and service provider
engagement

OBJECTIVES

Understand gaps between the existing regime for
Pt2Pt transportation and the interests of Hong
Kong’s key stakeholder groups

Understand the advantages and disadvantages of
potential models and evaluate the ones that are most
suitable for Hong Kong'’s current conditions

Identify best practices from success stories across
the globe to maximise the future policy's benefits for
society as a whole

Recommend a comprehensive licensing regime that
incorporates public feedback and effectively
communicates the details to the public



HOW WE CAN HELP (2/2)

Key Takeaways

Beyond supporting regulators on policy
framework development, we can also support:

1. Taxi Operators: Develop tailored strategies
and operating models that enable taxi
operators to effectively compete /
complement ridesharing platforms;

Ridesharing Platforms: Establish a clear,
differentiated value proposition and ensure
complete operational readiness and
compliance to enter the Hong Kong market.

© 2024 Quinlan & Associates Limited, a company incorporated in Hong Kong. All rights reserved.

We can also assist taxi companies and ridesharing platforms in developing effective
operating models and value propositions to enhance their market competitiveness

For Taxi Companies

How We Can Help

DESCRIPTION

1 Q&

Source: Quinlan & Associates

SERVICE EVALUATION

Analyse the capacity and performance of taxi operations
(e.g., fleet utilisation, route optimisation, driver
performance) and customer satisfaction

SYSTEM BENCHMARKING

Examine the current use of technology and infrastructure
(e.g., dispatch system, geolocation tracking) against
those used by ridesharing platforms

STRATEGY FORMULATION

Develop a comprehensive strategy to enhance taxi
operations, covering technology integration, service
improvement initiatives, and more

Design an operational framework that outlines the roles
and responsibilities of people, processes, risks /
compliance, as well as infrastructure set-up

DESCRIPTION

1@

For Ridesharing Platforms
How We Can Help

DEMAND-SIDE ANALYSIS

Study demand patterns and preferences among locals
and tourists for certain services (e.g., quick pick-up,
larger fleet size, e-wallet payments)

COMPETITIVE BENCHMARKING

Assess offerings relative to other ridesharing companies,
including pricing models, technology adoption, and
service quality

REGULATORY ANALYSIS

Conduct a thorough analysis of Hong Kong's regulatory
framework on ridesharing to abide by compliance
requirements

Develop a tailored strategy to enter the Hong Kong
market, including identifying target customer segments
and strategies for attracting new riders
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