DISCOVERY BAY FERRY SERVICE

7 October 2008

Dear Residents & Owners,

Survey on Discovery Bay Ferry Service Revamp

We, the Discovery Bay Transportation Services Limited {DBTPL), are planning to revamp our ferry service to
better cater to the changing transportation needs and patterns of residents and to alleviate the continual
operating losses and enormous financial difficulties the ferry operations face.

With due consideration to the interests of our stakeholders, 4 options are proposed to bring the ferry
operations back to a financially sustainable mode, hence for the long-term benefits of the DB community
{the adopted option will be subject to approval by the Transport Department). We have commissioned
CitylU Professional Services Limited of the City University of Hong Kong to conduct a survey of all residents
and owners to gauge their views on the various options for reference.

Operational Difficulties & Substantial Losses

The soaring fuel prices in recent year are a major contributing factor to the substantial deficit of the ferry
operations. The annual fuel expenses of DBTPL would increase from $20 million in 2001/02 to a projected
580 million in 2008/09. As a result, DBTPL continues to record huge operating losses.

The costs of maintaining a high-speed ferry service has been augmented by the requirements of a full team
of professionals, operations of two piers, and maintenance of a large fleet, making the service
extraordinarily costly as compared to other transport modes, especially when the oil prices continue to
surge and ridership is low.

With the opening of the Tunnel in 2000, DB residents are offered an external transportation link by land, in
addition to the ferry service, and many passengers have shifted from ferry to bus service, Despite the 29%
rise in population in the last 8 years, the annual ridership of ferry dropped 27% (from 6.43 million in
1999/00 to 4.71 million in 2007/08). The average load factor of the ferry is only 31% in the morning peak
{from 7:00am to 9:00am), 23% during non-peak hours and as low as 9% at late night.

Fares Not Adjusted for Qver 7 Years

DBTPL has not adjusted its ferry fares for over 7 years since March 2001. We have exhausted every avenue
to cut the operating costs, such as trimming the fleet size; reducing the schedules; introducing various
energy saving measures, including closure of the upper deck during non-peak hours; and switching off
lighting & air-conditioners at both piers to save energy whenever appropriate. However, the substantial
deficit caused by the soaring oil prices and low ridership is by no means eliminated.

The DE ferry service has been operating under a deficit and an accumulated loss of over $120 million has
been recorded since 2001/02. More substantial losses are projected in the coming years, at over $60
million and $70 million in 2008/09 and 2009/10 respectively. The options proposed are meant only to
mitigate our losses in the coming years with a view to sustaining the ferry service.
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Environmentally Friendly Measures

What's more, with a much smaller load factor, under-utilization of gross capacity and a serlous waste of
energy / resources have resulted. In particular, it is NOT environmentally friendly to run near-empty ferries
after midnight. And it is definitely against the GREENM spirit of DB.

Service Revamp Urgently Needed

A service revamp is urgently needed in view of the substantial losses incurred. If the finances of the ferry
operations cannot be improved by Jlanuary 2009 with implementation of any of the proposed options,
service level will inevitably deteriorate drastically.

To maintain the viability of the ferry operations, and with due consideration to our stakeholders' needs, we
have proposed 4 options comprising different mix of measures like (1) fare increase, (2) replacing night ferry
with frequent and direct coach service between DB and Central, and (3) reducing ferry service (please refer
to the attached questionnaire for details of the 4 proposed options).

In fact, we have also considered the possibility of maintaining the current fare, But in that case, even if ferry
schedule is to be reduced to every 70 mins during peak hours, DBTPL will still record huge losses in light of
the high operating costs (including fixed costs) and soaring fuel prices. Therefore, it is not considered as a
feasible option.

Your Participation is Important

Please let us have your views on which option you prefer, by completing and returning the attached
questionnaire to the professional research team of City University of Hong Kong by 15 October 2008, in
accordance with the instructions given on the questionnalre,

City University of Hong Kong will analyze your responses and report back. More details on the proposed
options would be available in due course and we welcome comments and suggestions from different
channels.

Since the ferry service has a direct impact on the daily lives of yourself and your family, we sincerely hope
that you would participate in the survey, We will seriously consider the feedback of residents and owners,
and work on the best revamp option that can cater to the needs of various stakeholders. Itis planned that
the adopted option will be implemented on 1 January 2005.

As a token of our appreciation of your participation in the survey, we would offer one single-trip ferry ticket
to you for each properly completed and returned questionnaire.*

Discovery Bay Transportation Services Limited

* Mote: A praperly completed guestionnaire means a duly completed questionnalre according to the instructions given, inwhich
preference of the respondent is indicated by picking anly ONE of the 4 proposed options and that all mandatory fields such as
address, etc are filled in.
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Discovery Bay Transportation Services Limited
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SURVEY ON
FERRY SERVICE REVAMP & FARE INCREASE
1N DISCOVERY BAY
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