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MINISTIIY OF TIIANSPORT, I NFRAS'I'RUC'tURE, HOUSING

UIII}AN DBVT'LOPMENT AND PUBLIC WORKS

lnquiry into the Aviation lndustry

Mr. Chairman, I wish to respond to the issues raised by the Committee with
regards to the aviation industry in Kenya as fbllows:-

A. Policy Issuesl

Tlre Cabinet at its n.reeting held on 29't' May,20l 8 considered a
Memorandurn submitted jointly by the Cabinet SecretaryA.,iational
Treasury and Planning and the undersigned aimed at consolidating
Kenya's aviation assets, and:-

a

1. Granted policy approval for Kenya Airways and Kenya Airports
Authority to enter into negotiations with a view to agreeing on a
framework to restore Nairobi as the civil aviation hub of choice
in Africa, thereby contributing to Kenya,s economic
competitiveness, with aviation being a factor for development
and technology transfer;

2, Noted that a substantive Memorandum shall be submitted for
consideration and approval once the framework is agreed; and

3. Directed the Cabinet Secretaries for National Treasury and
Planning; Transport, lnfrastructure, Housing, Urban
Development and Public Works and the Attorney General to take
appropriate action.

o Both the cabinet Merno and the white paper were developed with the
primary objective of restoring Nairobi as the civil aviation hub of choice
in Africa, thereby enhancing to Ke,ya's econornic cornpetitive edge with
aviation being a fbctor fbr development and technology iransfer.

o Kenya has lo.g been the Aviation powerhouse in East, central and
Southe'n Alrica with a resilient national airline and strategic hub.
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llotvever, the aviation landscape globally has uticlergotte a rapid evolutiotr

in thc past dccade and Kenya has trot adaptcd to these changes in an agile

manner. Consequently, the Kenyan aviation sector is f'acing challenges,

characterised by the turbulence cxperienced by the national carrier as well

as loss o1'business by Jorno Kenyatta lIrter-rrational Airport (JKIA) to

other conrpcting hubs.

-l 
l-relc1ole, the miirket sitLratiorr lias creatctl a tieecl fbr a Coniprehensive

rcstlucturing covet'ing rtot only l(ertya Airways btrt the whole aviation
scctor'.

1-he Kenyan aviation has becn losittg market-share over the last cotrple of,

years to its corrtpetitors. Ethioltian Airlines (E'l'), which was hall the size

of Kenya Airways (KQ) in 2010, has steadily grown in recent years. It
has otrtpaced KQ three tintes since then. Kenya Airways, the national

carriet' of KenYa

has over tirne been purshecl out ol thc rnarket by cornpetitive airlines
which are very strongly protectcd by thcir own Govet'nmellts'

'[-he current Aviation operation tnoclel itr Ket-rya, does not tzrcilitatc the

growth o1'both KQ and our ait'ports especially JKIA. There is therefble
all urgent lleed to flnd a solution that will chatrge the tnandate and

prospccts ol KQ and allow thc corrpany to beconte one of the biggest

Atiican calrier and JKIA a leading interrtartional aviatiot.t hub in East

Atiica. In this context, both KQ and JKIA shotrld be treated as national

assets ol the people and Govet'ntnent of Kenya and the proposed

restructuling should be viewecl as a geopolitical solution and not a

firrar.rcial one. It is based on successfully ilnplernented aviation
strategies.

In view of the advantage of exc'cr-rtitig the Project rapidly and etficiently,
parlies opted to engage itr a Concession Agreement fi'anrework under the

PPP Act 2013 with KQ as the Private Party and KAA as the Contracting
Autl.rority.

I). Legal Compliance Issues

Following the Cabinet's policy decision, a legal lratnework tbr achieving
the intended restructuring had to be tbund. In this context the Pr.rblic

Private Partnership Act, 2013 was identified as the suitable legal

framework. Kenya Airways therefbre, submitted to Kenya Airports
Authority a PIIP as provided fbr in the PPP Act. This proposal is has been

submitted to the PPP Unit in linc with the provisions of the Act.
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C. Issues of Concern to the PeoPle

The issues that have been raised are based on the PIIP which is ajust that,

a proposal, it has not gone through the rigorous process provided for in
the law including a review and consideration by the PPP Committee and

discussions between the parties to review and iron out any issues of
concern.

As Members will be aware, in this type of transactions, there are

always issues that parties have to sit down and negotiate if the
overall project is to achieve optirnal results for mutual benefit of the
parties. In other words, the negotiations llust achieve a WIN - WIN
situation for both parties and arrive at a mutually agreed fratnework.

The negotiations between the two entities in the context of a PPP

transaction would include, staff rnatters, concession fee, investments
over the concession period, service standards, transaction structure,
roles and responsibilities ol each party, competition with other
airlines, alnongst others. The running of the other airports and

airstrips would be a critical part of the negotiations.

The important thing to note is tlrat if Kenya has to achieve its
objective of being an aviation hub in the region, it has to begin to
look at its aviation assets lnore strategically as key contributors to
the GDP - and this starts with having a world class airline and world
class airports, starting with JKIA as the main gateway to the country.
The main aim is to create operational synergies between Kenya's
main hub and the National Carrier, thereby facilitating the airport
and airline to become econornic growth drivers. This model is

similar to what is being utilized by Kenya's main competitors in the
global aviation industry.

a

a

a

a

a

a

However, lbllowing the concerns that have been raised by the Public we

are now exploring other opinions of delivering the objectives of the

Govemment to consolidate our aviation assets. Once an agreed option
has been identitled we will submit the sart'le to the Cabinet for approval as

directed by Cabinet.
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Mr. Chairman, as stated above, this Transaction is an opportunity for the
growth of both K6nya Airports Authority and-Kenya Airways in a way
that enhances the synergies of the Country's strategic assets in ,the

Aviation sector to support our hub aspirations.
_- ':-_::>-

James . Macharia, EGH
CABINET SECRETARY
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KENYA ASSOCIATION OF AIR OPERATORS
CHAIRMAN:

MR. MBUVI NGUNZE

EXECUTIVE SECRETARY:
coL.(Rrd) E K WATTHAKA

PO. BOX 27592 - 00506
NAIROBI

KENYA

KAAO.11

4th APRTL 2019

The Clerk of the National Assembly
P.O. BOX 41842-00100
NAIROBI

Dear 5ir,

SUBMISSION OF MEMORANDUM ON PUBLIC PRIVATE PARTNERSHIP {PPP} BETWEEN KENYA

)L
c--/v)(t

/vlt?
AIRWAYS AND KENYA AIRPORTS AUTHORITY.

Reference: Your invitation for submission of Memoranda in the Daily Nation Newspaper dated
zgthMarch 2019.

We wish to submit our attached memorandum on the proposed Public private partnership {ppp}
agreement between Kenya Airways & Kenya Airports Authority, as was requested by the National
Assembly vide the announcement in the Daily Nation Newspaper 0f 29,h March at reference.

We, the Kenya Association of Air Operators {KAAO} are a registered National Umbrella body whose role
is to promote, foster, enhance, and protect the interests of those engaged in the National Civil Aviation
lndustry. The attached memorandum is therefore forwarded to the National Assembly to express the
concerns that our membership foresee in the proposed ppp.

We would be ready and willing to give more details of these key concerns, should you wish to call us for
that pu rpose.

Kind ly acknowledge receipt
()

Yours Faithfully
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MEMORANDUM
BY

THE KENYA ASSOCIATION OF AIR OPERATORS [KAAO]

,I. PREAMBLE

KAAO (the Association) is a National umbrella body whose role is to promote, foster,
enhance, and protect the interests of tlrose engaged rn Aviation lndustry and allied
businesses in Kenya.

The Association encourages adherence and maintenance of high civil aviation safety
standards and practrces, through strict compliance with our Members' code of Ethics.

This memorandum is therefore in response to the invitation by the NATIONAL
ASSEMBLY for the public to submit views and concerns that our lrlembers have.

2. QUALIFICATION

The invitation to submit memoranda presupposes access to critical information. we are
unable to submit a detailed memorandum discussing any aspect as proposed in
the Privately lnitiated lnvestment Proposal except for the questions raised in
section 4 below.

From the information available to us in the public domain we believe that there is a
desire to forge a joint venture partnership between Kenya Airways [Ke] and Kenya
Airports Authority [KAA] to run the Jomo Kenyatta lnternational Airport [JKIA].

when KAA had previously called for a stakeholder public meeting, we requested for the
PllP document but were not successful. This meeting was later cancelled and as such
we have inadequate factual information; All the same, our members have a special
interest in this matter

3. OUR INTEREST

Our interest is encompassed in our vision which is to create a safe, efficient, and
economically viable National Civil Aviation lndustry, through promotion and
enhancement of safe and sustainable operations, and the provision of aviation services.

The Kenya Air operators Association is not fundamentally opposed to any reasonable
strategic initiative that ensures the National carrier (Kenya Airways) re-eatablishes itself
as a leading carrier on the African continent. we believe this can only be achieved



through the appropriate restructunng of KQ, both frnancially and operationally, using the
best avarlable resources both natronally and internatronally

Wrthout detarled access and trme lo revtew the PllP, the Associatron is unable to
comment on the rmportance or relevance of the Proposal, which needs to also address
the legitrmate concerns of the rest of the aviatron tndustry

The Assocratron has perused the Progress Repoft on the lnqwry nto the Proposed
Takeover of Jomo Kenyatta lnternafional Arrporl by Kenya Airvvays by the Public
lnvestments Committee dated 26rh February 2019 and shares a number of the concerns
and questrons rarsed rn that report

4. QUESTIONS TO BE ANSWERED

1. ln thts JV contemplated, what rs the shareholdrng and structure, considering that
KAA rs a government tnstttutton?

2 How will other airports under KAA be managed - operationally and financially,
consrdeflng that most of them do not have the traffrc sufficrent to fund therr
operatrons, whrle rt rs not a secret that httherto they have been supported from
the funds accrurng from the JKIA?

3 What assurance do we have from KAA that these other arrports, some being
internattonal, wrll retain the requisite standards as prescnbed by ICAO without an
additronal cost to the already over-burdened operators?

4 What rs the current revenue per airport for KAA and expenditure per arrport? The
Parliamentary Committee report indlcates that there wrll be a net shortfall of
approximately Kshs 3 7 brlhon rn KAA's operattng budget post takeover The
Assocratron is extremely concerned about the rmplications thts has for the
management, malntenance and development of the other national atrports.

5 What areas does the JV envisage? Ground servtces, secunty, duty free shops,
cargo, other concesstons?

6 How would Capex plan and fundrng be approached durrng the duratron of the
JV? The PllP needs to address the development /and/or redevelopment of JKIA
rf they want to successfully compete with the redeveloped Ethropran (Bole
Internatronal) and new Rwanda atrports?

7 What will be the relattonshtp between SPV and extsttng Kenyan operators at
JKIA dunng the tenure of the JVr



8 How would this JV run rn llne with current Government policies governlng
aviatron rndustry as well as the exrstrng competitron laws?

9 Have other options of revrving / strengthenrng KQ been considered, and how
cntrcal rs thrs to KQ's busrness plan gotng forward?

10 Are there any examples of PllPs in other lunsdrctrons and how successful have
they been?

1 1.As we approach this effort to secure Kenya Arnvays agarnst the emergtng
commerctal competition, have we considered the reglonal/global competitive
context ln the light of the treattes that Kenya has srgned tn the past? We have rn
mrnd some wrthrn the African Unron.

12.Kenya rs a contracting State of the lnternatronal Ctvtl Avtatton Organrzatron
[CAO] whrch rs a UN Agency. One of rls princrples rs to encourage fair and
healthy competition in rnternational commercial Air Operattons Would runnrng of
JKIA by KQ whrch also runs lnternatronal commercial flight operatrons, not pose
a large measure of conflict of rnterest in provrsron of Airport servtces to tts
competrtors in lnternattonal flight operations?

5. CONCLUSION

As the umbrella body for Atr Operators rn Kenya, we wlsh Kenya Airways all the best rn
therr regronal quest to re-estabhsh rts domlnance, however thrs must be done without
leopardrzrng the rest of the tndustry that is vibrant and plays a prvotal role in tourism,
cargo as well as rnternatronal humanltanan avtatton operations, and also employs many
Kenyans



KENYA AIRLINE PILOTS ASSO(IATION

KALPA

KALPA POSITION ON PROPOSED JKIA TAKEOVER BY KENYA AIRWAYS

Kenya Airways (KQ) began as a fully owned Government entity with the objective of being Kenya,s
main flag carrier, thus giving visibility to the country. This was a significant step in enhancing and
promoting tourism, a key sector in the economy.

when KQ was privati2ed, the Government's intention was to improve efficiency in the National
carrier and get value for money. ln retaining substantial shareholding, it was evident that
Government's intention was to maintain a significant rote in the airline. lt is for this reason that
when KQ has had financial challenges, the Government has repeatedly stepped in to rescue the
or8anization. ln view of this, it is clear that the National carrier remains an important pillar in the
development of tourism and aviation not only in Kenya, but also in the East African region. The
company offers various quality jobs that have significant impact in other areas of the economy and
as such, these jobs need to be protected.

The aviation industry contributes 5% to our GDp, directly and indirectly. tt is estimated that 620,000
.iobs in the country are supported by this sector. The industry can contribute more if both Ke and
Kenya Airports Authority (KAA) experience growth. KAA growth is not assured if Ke were to collapse.
Similarly, KQs growth cannot be assured without an improvement in its cash flow, which would
require significant financial injection from investors and shareholders. Following the last cash
injection, the Government became the largest shareholder and guarantor to the consortium of
Banks that were persuaded to turn debt into equity. With this in mind, the Kenyan taxpayer would
be the greatest loser should KQ collapse.

KATPA is yet to be furnished with specific details of the proposed takeover document. That said, an
innocent outlook of the idea/proposal from a birds eye,view appears to suggest an avenue of
improving KQ's cash position without additional financial injection. This should offer a holistic
approach to develop the aviation industry where focus shoutd be in growing JKrA as a regional hub
while in the meantime, improving the cash flow situation at Ke. The ripple effect of this will be to
spur growth, and in effect, increased traffic into lKlA, thus improved revenue for KAA. ln addition,
with this being a home grown solution, it locks out foreign strategic partnership as their financial
support would not be requared. This will give KQ more flexibility in making commercial decisions that
are beneficial to KQ, KAA, and Kenya as a whole.



However, as the old sayng goes - 'the dewl s n the deto s' Spectftc detatls of the proposed
agreement need to be clear and transparent to all stakeholders - KALPA rncluded, to e[mrnate
susprcron and provtde conftdence for thts proposal

what rs key however, rs to ensure that exhaustrve and thorough due drlrgence rs carned out on thrs
proposal, and the agreement well crafted to avord possrble prtfalls that have occurred rn the past.
case rn pornt of few examples of these prtfalls/mrstakes that contrnue to haunt the arrhne are as
follows

7. Relotively high oirhne tickca priccs.

2. Airhnc policies cg. Reduction ol check in boggoge ollowoncc lrom two to one.

3. lnopptopnqtc choice ol oircroft cquipmcnt, morc-so to Alricdn destinotions where
customcrs' boggqgc dte lelt behind

4. The rclc ol KLM in KQ. Bioscd portnership iltusttotcd by KLM'| toutc nctwotk in Alrico. ln
terms ol Boord procedure ond proctice, cuffently one KLM Dtrcctor con veto the entirc Ke
boord's decision.

5. Poorly motivotcd work force, most ol whom drc ln the front line lnterocting with
customers, lt ts importdnt to note thot some ol these workers ore outsourced ond on
unfovoroble short term controcts, thcreby olfectlng seruice delivcry.

Similo y, thc Government needs to urgcntly rcvicw policy on trollic rights gtonted to foreignoi ines into our mojor hubs, i.e Noirobi ond Momhosd. ln oddition, given Ke's stqtus os dn
lmportont pillor lu development ond notionol pridc, the Govcmment should considet givrng somc
conccssions to KQ, e.g tox, nqvigotion and landing fees.

Summarv:

whrlst KALPA does not oppose the rdea rn questron, specrfrcs/detarls of the proposal need to be
shared wrth the Assoclatlon and other stakeholders pnor to rts endorsement and rollout. KALPA wlll
only offer full support to an avenue that will genuinely help change Ke,s fortunes, while also
exclusivcly protecttng jobs and benefits of all employees lnvolved.

For and on behalf of KALPA

Capt Munthr Nyagah
GENERAL SECRETARY & CEO



MEMORANTruM
BY

THE KENYAASSOCIATION OF AR OPERATORS TKAAOI

I. PREAMBLE

KAAO (the Association) is a National umbrella body whose role is to promote, foster,
enhance, and protect the interests of those engaged in Aviation lndustry and allied
businesses in Kenya.

The Association encourages adherence and maintenance of high civil aviation safety
standards and practices, through strict compliance with our Members' Code of Ethics

This memorandum is therefore in response to the invitation by the NATIONAL
ASSEMBLY for the public to submit views and concerns that our Members have.

2. QUALIFICATION

The invitation to submit memoranda presupposes access to critical information. We are
unable to submit a detailed memorandum discussing any aspect as proposed in
the Privately lnitiated lnvestment Proposal except for the questaons raised in
section 4 below.

From the information available to us in the public domain we believe that there is a
desire to forge a joint venture parfrership between Kenya Airways [KQ] and Kenya
Airports Authority tlGAl to run the Jomo Kenyatta lnternational Airport UKlAl.

\y'y'hen l(AA had previously called for a stakeholder public meeting, we requested for the
PllP document but were not successful. This meeting was later cancelled and as such
we have inadequate factual information; All the same, our members have a special
interest in this matter.

3. OUR INTEREST

Our interest is encompassed in our vision which is to create a safe, efficient, and
ec,onomically viable National Civil Aviation lndustry, through promotion and
enhancement of safe and sustainable operations, and the provision of aviation services.

The Kenya Air Operators Association is not fundamentally opposed to any reasonable
strategic initiative that ensures the National Carrier (Kenya Airways) re-establishes itself
as a leading carrier on the African continent. We believe this can only be achieved



through the appropriate restructuring of Ke, both financially and operationally, using the
best available resources both nationally and internationally.

vvithout detailed access and time to review the pllp, the Association is unable to
comment on the importance or relevance of the proposal, which needs to also address
the legitimate @ncerns of the rest of th e aviation industry.

The Association has perused the progless Repoft on the lnquiry into the proposed
Takeover of Jomo Kenyatta tntemationat Aitport Oy Xenya Airwbys by the public
lnvestments committee dated 26th February 20'19'and shares a num6er of the concems
and questions raised in that report.

4. QUESTIONS TO BE ANSWERED

1. ln-this JV contemplated, what is the shareholding and structure, considering that
l(AA is a government institution?

2. Howwill other airports under KAA be managed - opeationalty and financially,
considering that most of them do not have the trafiic sufiicient to fund their
operations, while it is not a secret thal hitherto they have been suppotted from
the funds accruing from the JKIA?

3. What assurance do we have from I(AA that these other airports, some being
international, will retain the requisite standards as prescribed by lcAo witholt an
additional cost to the already over-burdened operators?

4. what is the current revenue per airpo( for l(AA and expendifure per airport? The
Parliamentary committee report indicates that there wiil be a net shortfall of
approximately Kshs 3.7 billlon in KAA,S operating budget post takeover. The
Association is extremely concemed aboui the im-ptications this has for the
management, maintenance and development of the other national airports.

5. What areas does the JV envisage? Ground services, security, duty free shops,
cargo, other concessions?

6. How would Capex plan and funding be approached dunhg fle duratbn of the
JV? The PllP needs to address the development /and/or redevelopment of JKIA
if they want to successfully compete with the redeveloped Ethiopian (Bole
lntemational) and new Rwanda airports?

7- what will be the relationship between spv and existing Kenyan operators at
JKIA during the tenure of the JV?

el



8. How would this JV run in line with current Govemment policies governing
aviation industry as well as the existing competition laws?

9. Have other options of reviving / sfengthening KQ been considered, and how
critical is this to KQ's business plan going forward?

10.Are there any examples of PllPs in other jurisdictions and how successful have
they been?

1 1.As we approach this effort to secure Kenya Ai1vays against the emerg,ng
commercial competition, have we considered the regionaliglobal competitive
context in the light of the treaties that Kenya has signed in the past? We have in
mind some within the African Union.

12. Kenya is a contracting State of the lnternational Civil Aviation Organization
[CAO] which is a UN Agency. One of its principles is to encourage fair and
healthy competition in international commercial Air Operations. Would running of
iKlA by KQ which also runs lnternational commercial flight operations, not pose
a large measure of conflict of interest in provision of Airport services to its
competitors in lnternational flight operations?

s. coNclustoN

As the umbrella body for Air Operators in Kenya, we wish Kenya Airuays all the best in
their regional quest to re-establish its dominance, however this must be done without
jeopardizing the rest of the industry that iS vibrant and plays a pivotal role in tourism,
cargo as well as intemational humanitarian aviation operations, and also employs many
Kenyans.
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1

DEPARTMENTAL COMMITTEE ON TRANSPORT, PUBLIC WORKS AND
HOUSING MEETING WITH KENYA CIVIL AVIATION AUTHORITY ON 1OTH

APRIL 2019

Kenya Airways' Privately Initiated Investment Proposal (PUP) to
Kenya Airports Authority,

The Depaftmental Committee on Transport, Public Works and Housing is

conducting an inquiry into the policy, human resource, legal compliance and issues
of concern to the people as contemplated under Article 95 of the Constitution, and
in relation to the Kenya Airways' Privately Initiated Investment Proposal (PUP) to
Kenya Airports AuthoriV.

KCAA does not have any input in the PIIP as it has not officially received the
document. What KCAA knows is hearsay in the press and that is not reliable for
the Authority to give a KCAA official opinion. As a regulator, KCAA should have
been consulted from the beginning but regrettably that has not been the case.

KCAA as the regulator and service provider provides oversight and air navigation
services to Kenya Airways respectively. The amount outstanding from Kenya
Airways is as follows:

Outstanding Payments due from Kenya Airways to KCAA

OUTSTANDI
NG CURRENT

3ODAYS
ABOVE

6ODAYS
AND ABOVE

90 DAYS
ABOVE

5t6,795,794 75,903,527 86,643,287 86,948,194 266,700,786

Kenya Airways revenue accounts to between 2lo/o-23o/o of KCAA's total revenue
which is a decline from about 30Vo in 2012.

KCAA however wishes to present its view on the Aviation business and its future
outlook given the current trends. KCAA also presents a wish list of how it visualizes
some critical issues in the future.

1



2 Industry Performance

(a) Aircraft Movements

(b) Passenger Numbers

Total
Q.BB2, 070

(c) Freight Traffic (000)

10 043 253 10,J 57 o64 11 888 4tB 33,8

Movement 2074 2015 2076 20t7 2018
5 Yr Growth

(oh)

Domestic
176,690 t79,483 204,803 207,644 223,479 26.5

International
93,495 86,750 93,029 93,531 96,101 2.8

Total 270,t85 266,233 297,832 301,175 319,580 18.3

Passenqer 20t4

3,139,031

2015 20t6

4,0t9,648

2017 2018

5Yr
Growth
e/o)

Domestic
3,420,767 4,006,486 4,772,582

52.
1

Internatio
nal 4,437,9t6 4,t76,663 4,554,429 4,869,744 5,476,669 23.4

Transit
1,305,123 L,395,767 t,469,L76 L,4BO,B34 t,639,t67 2s.6

8,993,t97

Freiqht 201,4 20t5 20t6 2017 2018
5Yr
Growth oa_

28.4
Freight

279,380 263,04r 249,489 290,772 358,749

Mail
525 607 543 616 837 59.4

Tota I

Freiqht 279,906 263,648 250,033 291,388 359,587 28.5

2



(d) Aircraft Register

gm

600

15r7 r5?1

t330
ru rr t2!0

1oal

//o 76s 70o 757 ao

1991 r99? 1993 1994 1095 1996 1997 !994 1999 2000 2001 20@ m03 2001 2005 2006 2007 200A 2009 20ro 20r ! 20t2 20l3 20la m15 2016 20r / 2nror.h 2.t!c

The five year growth of aircraft registered is 14.4o/o or an average of 2.9o/o per
annum

3. Recent Achievement

(a) Federal Aviation Administration (FAA) international Civil Aviation Assessment
(IASA) CAT 1 - Kenya was granted IASA Cat I on 27th February 2017 and this
allowed for start of direct flights to USA in October 2018. Kenya is the 7th African
country allowed to fly non-stop to the USA.

(b) International Civil Aviation Organisation (ICAO) conducted the Universal Safety
Oversight Aviation Programme (USOAP) in July 2018 and the level compliance
was 78.02o/o. Kenya ranked among the top 5 in Africa and top 50 globally out of
192 states.

(c) The FAA and East African School of Aviation (EASA) have an agreement for
Government Safety Inspectors from around Africa to be trained in Kenya rather
than the USA. This will result to increased number of skilled safety and security
inspectors in Kenya and Africa and contribute to improved aviation safety and
security levels.

(d) The East African School of Aviation (EASA) has agreements with United Arab
Emirates (UAE) Civil Aviation Authority (CAA) which has the highest level of
compliance with safety and is globally ranked No.1 and Singapore Civil Aviation
Authority which is global ranked no. 2. The East African School of Aviation (EASA)
also has collaboration with Incheon Academy in South Korea. These collaborations
are for the purpose of conducting training programs in all areas of aviation both
in Kenya and also those States with the objective of increasing the number of
aviation professionals.

3
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(e) Kenya has been elected to the ICAO Councrl twrce and ts currently servtng on
the second term. KCAA rntends to set up a permanent offrce at ICAO after our
term exprres rn October at the ICAO General Assembly.

4. Proposed Recommendation on Aviation Related Issues

As the Crvrl Avratron Industry expands rn Kenya, KCAA wrshes to propose the followtng:

(a) Establrshment of the Kenya Search and Rescue (KSAR) Organrzatron as a multt-
agency approach with partrcrpants from both pubhc and pnvate sector. Thrs wtll
rmprove the coordrnatron and rmplementatron of Search and Rescue acttvrttes
thereby rmproving the effrcrency and the capacrty to save lrves when acctdents or
drsasters occur.

(b) Arr Accrdent Investrgatron Department (AAID) to be made autonomous from the
Mrnrstry of Transport and established as a State Corporatron, Air Accrdent
Investrgatron Authority (AAIA). This wrll rmprove the abiltty of the AAID to act fast
and effrcrently thereby being able to undertake ob;ectrve rnvestrgatrons and advtce
on the correctrve actions required to reduce acctdents and tnctdents.

(c) KCAA proposes a sustainable fundrng mechanrsm for the East Afrtcan Community
Crvil Avration Safety and Secunty Oversight Agency (CASSOA) instead of relytng
on contributrons from Partner States Crvil Avratron Authorrtres.

(d) The Meteorological Department (MET) provides weather informatton whtch ts a
safety crrtical rnput for use by arr operators. It rs proposed that the Department be
made autonomous from the Minrstry of the Envtronment for lncreased tnvestment
rn equrpment and efficrency in provrsron of rnformatron to arr operators.

(e) The Arr Passenger Service Charge (APSC) Act 475 provrdes for collectton of the
proceeds by KRA. It rs proposed that the Air Passenger Service Charge (APSC)

Act 475 and the KRA Act be amended to allow KCAA collect rts revenue dtrectly
rnstead of through KAA.

(0 It rs proposed that the KRA Act be amended to allow KCAA collect all rts revenue
drrectly.

(S) It rs proposed that a portron of APSC be shared wrth AAID, Met Departments and
EAC CASSOA rn order to develop their capacity to undertake their mandate more
effectrvely.

(h) The Civil Avration Act 2013 and the Civrl Avratton Amendment Act 2016 should be
consohdated and promulgated as the Crvil Avration Act, 2019 incorporating all
amendments as appropnate.
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(D The Public Finance and Management Act (PFMA) sec 219(2) should be amended
to exempt KCAA from payment of 90olo of surplus funds to the National Treasury
so that the Authority is able to invest in required aviation infrastructure.
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Office of the Director General
Kenya Gvil Aviation Authority
P.O, Box 30163-00100
Naircbi
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Kenya AvEation Workers U
All corresponderrts should be addressed to the Secretary General
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Dear Sir,

nton

The Clerk of the National Assembly,
P.O. Box 41842-00100,
NAIROBI.

IDW6t,lrr

Airport Complcr Lad.
JKIA Cargo Village,
P.O. Bor 19157-0(EOt
Nairobi, Xenye.
Tel: 0729 0i9 242
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RE: MEMORANDUM ONTHEPROPOSE D PUBLICP TEPARTNERSHIBETWEEN KENYAA IRWAYS AND KENYA AI RTS AUTII
P

RITY
Following your request for submission of memoranda pursuant to the provisiom of Articles 95
il1#'ll]J#';'J':H': in the matter 

"t:*" o.J*"a rufil private partnership berween
memorandum fo. considerati#nya 

Airports Authority, arached f,o"*,o_ oi*r" 
ror, 

or.

we further request that we * "j,:":o a time srot to appear bdf.rc the Deparhnenhr commifleeon Transport, pubtic works and Housing to ;;";;;;;;;recute our memorandum.

We look forward to your considerafion.-

Yours faithtully,
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It's a new dawn!
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The Clerk of the National Assembly,
P.O. Box 41842-00100,
Nairobi.

4th April 2019

Dea r Sir,

RE: MEMOR
AIRWAYS A

M ON THE PROPOSED PUBLIC PRIVATE P
AND U

ARTNERS HIP BETWEEN KENYAND KENYA AIRPORTS AUTHORITY

1. INTROD UCTION

a) wh isK a Avia ion Workers Uni n
a Kenya Aviation Workers Union (KAWU) is a trade union legally registered by theRegistrar of Trade Unions in accordance with the provisions of section 1g of the LabourRelations Acr,2007. rt is the trade union that represents unionisabre emproyees in theentire aviation sector in the country.

KAWU has varid Recognition Agreements with emproyers in the aviation sector incrudingKenya Airways PLC (KQ, Kenya.Airports Authority (KAA), Kenya Civil Aviation Authority(KCAA) and Trade Winds Limited among others.
By virtue of the Recognition Agreements entered with the said emproyers in accordancewith the provisions of section 54 0f the Labour Rerations Act 2007, as we, assubsequent Collective Bar*aining Agreements (CBA) with the said employers, KAWU istherefore a key stakehorder in a, matters directry or inJirectry affecting emproyees inthe aviation sector, being the sole representative of the e;ployees.
we are therefore presenting this memorandum to this honourabre committee on beharfof all the unionisabre emproyees in the aviation sector whose interests are threatenedby the proposed take-over of the operations of Jomo *"nru,,. rnternationar Airport(Jt(lA) by KQ.

b) Need for Ko to be Assi sted to Turn Around

As a key stakeholder in the aviation sector, and particularly in the Ke,s airline business,we are concerned at the rnanner in which Ke,s business performance hu, be"n on th"decline over the rast 7 years prunging the airrine into rreavy rosses in the tune of birionsof shillings.

This scenario spells doom not only to the country which reries on the airline as one of itsdrivers of the economy, but arso to the emproyee, *ho.u .iobs have constantry been atrisk. lt is therefore in our interest, as it is every Kenyan,s interest, to see Ke regain itsstatus in the airline business in the region and in the continent as the ,,pride of Africa,,.There have been severar attempts made in the past to save the airrine from its peren,iarfinanciar chalenges. whire most of the initiatives maae in the past seem to have yierded

a

1



no frurt' we are convrnced that a rot more needs to be done by a, stakehorders tosupport the recovery of the airrine. The recent o"Lt- r"irr.trring done in 2017 is oneattempt that has marglnally stablltsed Ke,s cash_flows-irrth most debts converted rntoequity. However, this alone wtll not save the air|ne.
KQ's turn-round wrll only be achieved by deep drvrng into the root causes of the arrhnesfrnancrar troubres and estabJrshing r,o* not',o r.ti',nio-,^or" prtfars agarn. The rootcauses may range from delrberate mismanagement irorgf,t about by rnept and poorleadership at the top revers. hostire operatin!;";;;;;;;", due to the proriferation ofexternar arrrrnes eating rnto the domest,. ,na i"g,on"t n,ulu", ,,,h government support,unfavourabre tax regime, rrregurar oro.r.", uniiro.;;;;;, and voratire fuer prices.we are convtnced that takrng over the operations and running of JK,A does notconstitute one of the much needed interventtons .na .rr,r,rn." that Ke needs for itsturn round lf Ke cannot make a proflt from running ,i, .or" br'n"rs of flying aircrafts,

:5: ill#'JJt#nues 
from non-core activitres like runnrng the arrport wril not surery

a

2. REASON S WHY KAWU IS OPPOSED TOTHE PII PAs an tmportant contributor to the nattonal economy, KQ needs to be rescued from collapse.But the rescue misston must uphold and comply with the applcable laws, which the take-overproposal is not doing. Below are some of the reasons why KAWU is opposed to the proposedtake-over of J KIA by Ke

a) The PllP Model Not Suitable in KO'S Case

a Kenya Airways rs a p,vate company operattng as the natton,s flag car.er. On the otherhand' KAA rs wholly owned by the gorern."ft.*,,,0.,." profrtable business unrt rs

KQ controls about 50% of the- business at JKIA. Stnce 2012, Kehas been experiencingoperational and frnancial performance challenges ;;,;;;,r,ng an entrty shrouded by
:I:lu'"or:"t 

business stratesv reading to .;; ri; ;;;;;." occasroned by high rrxed

As a resurt' the airrrne's trcket charges have been rerativery uncompetitive therebyerodrng the cabrn factor rn favor of the competrtors *rtr' 
"tt"narrt perennrar frnancrar

lo1s1s 
a1a default in meeting rts debt obligations

ln May 201g, KQ obtained cabrnet approv-ar to rnrtiate the process of running JK'A underPubllc Private Partnership arrangement premised o, the need to upscare JKrA expansionto enable the growth of the airline.
The proposed p'p moder has no.rnbuirt risk sharing erement and hence rs more incrinedto a "take-over,, rather than a public private ,.ra""?Jr'iOrPf 

.The P',P proposar arso creates a possrbirity of a vrabrrrty gap fundrng for the othernetwork arrports whrch rs rllegal wrthrn the;rrr",";r;;; both the ppp Act, 2013 andKenya Arrports Authorrty (KAA) Act, 1991.

a
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Below, we rook at other comparabre African arrrrnes and aviatron authoritres and how they arerun whrch reveals that the Ke,s p p is an ,n,"r,.j ,J"] irfrcn is doomed to fail:

Ecypt

ln Egypt, the
Arrports and A

government wholly owns the Egypttan Holdlng Company forrr Navigatron (EHCAAN) wlth rts subsrdiarres being:
Egyptlan Atrports Company whrch manages 1g regional arrponswith a volume of 22 mill.
equrvalent to 60% of the ,o,ut'llff."tungers 

annually which rs

Carro Atrport Company whlch manages Cairo lnternational AtrportNational Atr Navtgational Services Company whrch serves as the
in dustry regulator

i Aviation lnformatton Technology
EHCAAN is an independent entity whrch operates on commerciar terms and rtsmandate rncluded development and expansion of avtatton facilrties andinfrastructure to support economic acttvittes.
Egypt Air, the natlonal carner, ts 100% Government owned and is now thelargest airline operator in the continent by traffic numbers.

Morocco

a

a

The Moroccan Atrports Authorrty rs 100% Government owned.
It operates arrport infrastructure as weI as Arr Navigatronarservrces
Royal Arr Morac is the Moroccan natronal
owned

carrrer and s IOO% Government

Ethiopia

ln Ethropra, the Ethropran Aviatron Holdrng Group is 1,oo%Government ownedwrth the following su bsldiarres.
F Ethropian Airrines Group whrch is the nationar carrier for bothpassengers and cargo b usrn ess

Ethiopian Airports Enterpnses whrch runs the nattonal atrports
Logtsttcs Company
Aviation Academy
lnflight Catenng Servlces,
Matntenance, Repairs and Overhaul Services; and
Ethiopian Hotel and Tounsm Services.
airline and the atrports management are all wholly owned by the

a Th erefore the
government
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Rwanda

ln Rwanda, the Rwanda
Government ownea *i*, *rellltJl;,lTJil"and 

Logistics Limited is

! RwandAir which is the national carrierF Rwanda Airports Management Limited wn;ch managesnationa I airports
! National Logistics Company Limited> Hospitality and Travel ,f .r"g";"", Limited; and> Akagera Aviation Academy

The Gulf carriers of Emirates, eatar and Etihad, which are some of the best in theworld, are all government owned with the state also running the airports andoth er aviation infrastructu re.
Form the above exampres, it is crear that their moders are generary anchored onstreamrining and making the civir aviation sector more r,orun,, cost efficient andcompetitive through focused planning and co-ordination.
ln the case of the Ke,s pIp, the moclel is dead on arrival. lt assumes that Ke iswholly owned by the government, which is not the case, and that the otheraviation entities will all coalesce into one fold after the take_over.

1,00%

the

a

a

b) Short comi n of the PllP

The intended take-over of rKrA by KQ does not conform to the requirements of pubricPrivate partnership (ppp) framework. The public private
srtuation where both parr", to *,u partnership b"""r,.. ;;;i;tJ;;j:: ["":rr,iTff,;
;:i:ffJ:ffi|rl;n '"* to KQ in exchange ro, u .o,,.ur-rion ree ress than one *rira or
KQ is a private enterprise as I

:[ * * tTit :", J : 
^ " 
ff ;1i : flil: :: n1:il ;,,iff tll ;],":J:: 

.',i:

ma n date has not nvo ved,J;,::':;:,;:;:";Jffi :I::X jffJil:X*; ::;its predecessor, the Aerodromes Department.
By its business nature, KQ has neither the expertise nor the experience of running andmanaging airports' on the other hand, KAA h not onty the expertise but a richexperience in running and managing airports. We are connot conversant with running an important facitity tike #;rl":":::, il::IrJ:;important responsibility on a silver platter.

a At the moment' JK,A generates over go%oof KAA',s revenues. By ceding the business unitthat brings the largest share of their revenue to XO, Xaa *if f remain a shell of its original
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self. We feel that this is n
misinformed business decisi 

only against the pubric

coffers. 
on with a view to profit a

rnterest but also a poor and
private enterprise from public

a Further, with 90% of its r

;u; n :i:'i,ll';' ; : iff , ff : ; :ffi ff : ;:' :":,iil r fl "fi : :: I
interest as it resonates # ,T:':::il;:'l'jr"jl'":"oss the countrv i, or p,iri.
without JKrA, KAA wilr no, o. ,n," ,^ ;,^.:'^: 

:octat-economic development agenda.

o n e o f t h e go v e r n m e n t,s ;i- 
:1,.; 

:il: : : i :' :;"J "ffi:,.il lfi x 1:*;;,,infrastructure that creates rapid connectivity domestlgrowth of airports and airstrios":.;".:,^:::::v.domesticallv and regionally through

JKtA gets into the private han:: I;"; 
tn" countrv' This dream will be unattain"ble once

a

c) Findinss of Consul tine FirmKPMGnotinFavouro f KO's PllP

The audit and consurtancy firm of K,MG was recentry contracted by KAA as theirTransaction Adviser on the take_over deal. efter revie,,
KpMG estabrished certain findings which make the dear J;::r:n:"' 

presented bv Ke
KPMG observed that it had
co n r rm th a t Ke s to d av ;i:1 ffi"j,ff ffJ: flffi : :',lJ iTx xH j:T,ff"i;
::T;:T.1 ;l"J?ff:H;l 

them terming rt conridentiar. We are wonderins why Ke is

pubric asset yet it expects to';'J^::J:.["#:],,;T,:|;.J,,;,::1",:;;,,r"', ;n,.n'o,
KPMG further observed that KQ's five year pran for 2078-2022 does not cover theconcessionary period it proposes to run JKrA noting that certain financiar amortisationshave been rescheduled post-the 5 year plan. fhl, oOr"rrua that such rescheduling

,TJ,J,,li,r,."rraily 
impact Ke,s cash ftow and tr.,r"r"Uv i.p"oins their abitity to fund

KPMG arso observed that KQ was in breach of certain financiar covenants as at June20L8 for which they received waivers from t"na"., .o,December2o1g. ,,urll renoers covering the period up to 31rr

a

The audit firm further not
N ov e m b e r 2 0 r. 7, i t h a s . 

",,,,.",lnt [1], : ::?;:ffi :,,:ff: :: : T[:l ;, 
"T 

J,"j,., J;that KQ faced serious riquidity charenges at ttris time ana
the operator of JK|A under the p,p. questioned KQ's ability to be

ln addition, KPMG noted th
appr sed or the p p, ."." ;*:l:; ;::;",Hll.:::::i:::',1il:il, :;: J:J,f;;the risk of adversery affecting KQ's existing ro"n ,...rns";"nts with the said renders.
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on the structure of the proposed special purpose Vehrcle (spV), KpMG observed that KQ

:I;1 ilT:"i.J:, 
detarled sev o.g"ri,.tion- ,,,.,.,r,." wh,ch rs essentrar ror

crarity on which poricies a;'l:::[lJff;f;;?J:erserection ...,,",.o .,'*",, .,
To make it worse, the audrtors established,ir, *O presently does not have thecredentials to develop or operate an atrport. This faobservers and commentat";.;;; 

",^']li]].-'llt 
tact has been repeated by many

only the credentrals but th,ott 
ahke we share tn thts optnlon that indeed, xe tacks not

rhe audtors 
",,o oo,",.,uuo'?[:T[:J:ffi:ilffij ::;l,l *no,n,,,"* *n".aerodromes and arrports vorumes 

"nd 'u,"nr", a.e not suricient to cover its operating

:;f:H"l:.H"n,',Lcompound 
KAA,s probtems after cedrns rKtA, its trabrtities such as

remarn under KAA hence 
r/ pensron deficrt fundrng and other contingent rirOiiii"r.*,rf

concess,on rees to be o",o ffi'ffi"tilT;',j:J#:#ich 
will not u" .",",*'u, ,r'"

KAA rnto frnanciar ,"r, 
"no 

;;,;"" ":::':::wonder 
tn whose interest it rs to prunge

financialy stabre today 
td burdenrng the taxpayer more by fundrng KAA whrch is

We are unable to understar
authorty rike KpMG, ,n" " 

*n'' even after recelvrng these frndrngs by a competent

shortcomings 
"na ao,a*,ltrj:":',Jii:'ll l;::"0:'n", 

in sp,te or ,,, oi,.,,
propelled? r\A'1' rrr wnose lnterest is thrs project being

a

a

d) JKIA Take-pver N onlv Opt ion to Turn-aroun dKOt

The Kenyan pubhc is berng fed with the inaccurate and fal
suddenly found itself rn a financial dementra *hor" orll" 

lmpression that Kenya Airways has

takins over the operations of rKrA from *oo ,n" or"rJ"ffi':iH: j::ff:l,"t;:;j: :J
::ir",",..Ti;: :,;:r,:#:J,"curous 

and ,,God_sent 
,a",,, il,.t can save r<o from its, financ,ar

recommended for KQ,s.",,,"i:Tl;"':llftiillfl#,:,H::ff;il:tion, *r,i.r, iu* r"u,

' 
XLt"j:1TI"r?#,r;;,r1,"r"rtio.nat 

consuttancy frrm,.seabury Group, was contracted by
recom m endattons. 

e on a viable turnaround strategy ana tf,eV,maalu,rr,O,.rlb,u
. Key among them was the conversion of debts owedto equrty which was rmpremented in 2077,rn,.rt:'ot:l 

banks and the government
liquidity and cash-flows. r resulted in spurring the airlnes

o Another recommendatron wzc r^

fi ','J:H*.t;fl i,fliJ#H,iltJ:1'r,T::*r:m;?J::JJ".:;5:ff :"
2016 to no avail, desprte the fact that the ,n,on'"nt" 

cBA neSotiattons since June
led the way by agreeing to drop
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guaranteed flyrng crew allowances in favour of allowances based on block hours actively
flown whrch resonates very we wrth the productrvity moder recommended by seabury
Seabury also recommended that Ke engages the government to watve taxes on
rmported arrcraft parts and other matenals used for arrcraft marntenance.
They also recommended the enactment of a law to ensure all government employees
and contractors utilise Ke for their travel
ln additron, rt was recommended that Ke proactrvery engages the government to warve
taxes on;et fuel which would save the airlrne over KES 7 Billion annually whrch rs more
than what KQ would generate from runnrng JKIA. lt rs ironrcal that Ke pays Rarlway
Maintenance Levy for rts jet fuer yet this revy goes to support a sector seen as a
com petttor.
Take-over of JKIA was not one of the recommendatrons by seabury. why doesn,t Ke
implement these recommendations and forget the JKIA take-over? After all, there are
more benefits to reap from rmplementing these recommendations which would make
the arrline more stable and sustarnable ln the long run
we are convrnced that this deal rs drrven by other motrves in lieu of sound
recommendations made by seabury. Why would KAA be made to relrnqursh its most
profitable busrness unit to save Ke, when there are more plausible options to achieve
even better resu lts ?

e) Non-Ensasement of KAWU bv KO and KAA

The managements of both Ke and KAA have chosen to keep its employees ln the dark
on the discussrons concerning the proposed take-over deal Employees have been
hearrng from the grapevrne about the deal with no officral communication from the
employers. Berng such a sensitive issue with a great potential to affect the jobs of the
employees, it ls rnconceivable why Ke and KAA decrded to treat employees with such
disdain as to rgnore them in thrs manner,
srmrlarly, KAWU has also been kept rn the dark. our efforts to seek information on the
deal from both KQ and KAA have been futrle. our attempts to seek dialogue with the
two employers over the matter have srmirarry been rgnored. yet, as the representative
of the employees, we have a regar and constrtutronal right to be provided wrth
rnformation of the matter, or at the very least, be accorded an opportunrty to dralogue
wrth the said employers.
To date, KAWU has not been provrded wrth a copy of the privatery rnitiated rnvestment
Proposal (PllP) by KQ which carries the details of how the proposed take-over will be
implemented Had we been provided with the p[p, we could perhaps have understood
the ratronale behrnd the deal and constructrvely engage the two employers wrth the
oblective of protectrng the interests of the employees
we have informatron from a recently concluded study by KpMG audrt firm that rf the
take-over deal works as proposed, there wlll defrnrtely be redundancies mainly affectrng
KAA staff currently workrng at JKtA and at the Head Office.

a

a

a
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Representrng over 4000 emproyees rn KQ and KAA, KAWU is a ma,or stakehorder rn theaviation sector. To alienate an important stakeholder hke a union on matters that havethe direct and potentrar rmprrcatron of causing ;ob rosses rs absurd and an act of purene8hgence by managements of both fAA anJ ie W" h.r" a mandate to execute onbehalf of our members. Our demand to be engaged in the deliberations is not . ,"Or"r,
but a requirement as per the Collectlve A.rg",ning ng.eement (CBA) and the law.

0 Previous Failed Restructunn ln itiatives Carried out bv KO

a we are apprehensive and convrnced that rrke many other previous attempts made atresuscitatrng KQ srnce its fortunes started dose-drvng n 20L2, this one wiI arso fair
unless the root causes of Ke,s perennial problems are rJentifred and addressed.
ln 201'2, a major restructurng of the company was carrred out wrth the resurtant
retrenchment of over six hundred (G00) emproyees in one swoop The ratronare behindthe retrenchment was that the company,s wage brll was so big due to whatmanagement afleged was an inordinate high staff popuration rerative to the business
req utrem ents.
500n after the said redundancy was carried out, a brgger number of emproyees than
those retrenched were engaged through an or,_rorr."Jf,rr, ostensrbly to do the same
10bs that the retrenched staff were dorng one doesn,t need to be a rocket screntrst to
conclude with rogrcar rnference that there was no need to retrench rn the frrst instance
The unron has been rn the forefront questroning the rationare behrnd out-sourcing ofthe sard jobs. we have not tired to ask who the rear beneficiary of the out-sourJrng
concept rs and whether it indeed serves the rnterests of the arrline
we have also querred the erement of drscamination amongst emproyees dorng srmirar
lobs How can you justify deploying two employees with srmilar qualificatrons to do thesame type of ;ob rn the same work envrronment where one of them earns ress than harfof the salary of the other? Thrs rs an unfarr rabour practice and exprortatron of rabour
contra ry to the constttutton.
rhe 2072 redundancy and the whore restructu.ng effort did not herp the company toturn profitable. The company's fortunes have remained in the dordrums ever since.rndeed, in 2014 KAWU was forced to srgn a CBA with a o%o sarary rncrease, much to thechagrrn and disappotntment of our members The reason we did so was because wedecrded to take a sac.fice in order to save the airrrne from financrar coflapse. we further
agreed to forego some cruciar alowances for our frying crew wrth a promise that wewould revrew the CBA in July 2015, whlch was neuer, don-e.
lnstead, in came another restructurng exercise spearheaded by McKinsey consurtants
in 2016 in whrch over one hundred (100) emproyees were retrenched yet again wrth thecompany citing excess manpower. Again, rn a show of sacrifrce by the unroi to save thearrlne from corrapse, we agreed to forego annuar increments for our members for onefull year without craiming back-pay transratrng rnto tens of mirions of shrrings. rronicary,in less than six months, the company started feerrng the heat of operating with ress than

a

a

a
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requrred manpower and they.resulted, yet again, tn engagtng more than one hundredstaff through the out-sourced flrms.
we are now experencrng yet another restructuring arbert with a sright drfference, butwith the same imprications of 10b rosses. we lr" 1'onrin.ua that no amount ofrestructuring inrtiatives wr, save KQ from its rosses *iaior, frrst identifyrng the rootcause of its problems and address them. we ,r; ;;;;;; to have the employees, lobsalways berng sacrrfrced tn the name of saving the loss-mak,ng a,rhne

8) Extreme ana ement FailureatK

3. ross oF coNFIDENC E IN KO'5 CEO

a over the rast seven years, KQ has contrnued to srnk in rosses (the net ross improved fromKes 5 6 brrrron n 2077 to Kes 4 birion in 201g), even after engagrn' a forergn chiefexecutive who was sard to be a turnaround expert and more than a dozen other forergnso-called "a irln e experts,,
Thrs team, red by KQ CEo sebastran Mikosz, has faired the arrrrne and it is time they exrtif KQ ls to recover KQ has a ,ch reservoir of great tarent of wer-skrlred men and womenable to run the airline but tl
carriers due to poor manase;#l?l*;:,:I;j""]"""d, 

have round sorace with Gurr

over 500 KQ employees have rn the last five years left for Mrddle Eastern airlines, whrchoffer better terms, yet KQ contrnues to engage forergners with questronabre credentiars,who thrnk runnrng JKIA is the only medicrne left to resuscrtate Ke
Recently, the Ke CEO was quoted rn the medra (The East Af.can, March 77, ZOlg)statlng that nothrnB short of take_over of the runnlng of JKIA will save Ke from totalcollapse. He went further to state that ,,there is octuoiy no woy Ke can be profitobte inits current stdte' r don't know how to do thot". u" erun went further to say that if thetake-over deal does not go through, he won't consrder renewing his contract we areleft wondering what sebastran rs sti, doing hording the cEo,s positron yet he is crueresson how to run Ke.

a

KAWU' and a great maJo'ty of a, cadres of emproyees of KQ, has rost confidence in thestewardship of the Ke CEO Sebastran frrfitor. ,nj", *i-oru a"nrr" Ke has sunk deeper intolosses we have arso rost farth in his capabirity,o *rn 
"r"r"a the arrrine despite engagrng ahuge number of foreign emproyees in the name of "arrrine experts,,. we are convinced thatSebastian, having admitted that he is ,nrbl" to i*n Xq inio profit.Uilrty as quoted above, isonly.rnterested in lrning hrs pockets and those 

"f 
;,;;;;;,"

Ke. No wonder that he rs now the .h,ef propon"nt ;i;;:1i[:"r?;,:1".m i:"],?:ill;believes will provrde Ke wrth a singular dose for revival
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Below, we highlight some of the reasons why KAWU, and a large majority of Ke employeesincluding managers, have rost confidence i" rri, ."i'*t,v we are caring upon him to throwin the towel and exit honourably.

a

a

The Union has lost faith and confidence in Ke,s CEO Sebastian Mikosz for variousrea so n s.

we went pubric recentry with the information that sebastian is earning anastronomica'y high sarary of KES 8 Mirion per month whire superintending over theaffairs of an airrine that is making birions of shirings in rosses every year. we questionedthe rationale behind paying him such a huge salary when his predecessors were earningless than a harf of this amount. He went ahead to refute this by stating that his sararywas KES 2.7 Million per month.
We wish to reiterate that our position is that sebastian earns crose to KEs g Mirion permonth and that his denial is a plain lie. We have evidence from Ke,s published half yearresults for the period ending 31't December 2017 that in a period of 6 months,sebastian's total remuneration was KEs 46,694,000 Million. This translates to KES 7.8Million per month contrary to what he declared in public. (Attached is a copy of anextract from the said resurts). This crearry demonstrates that sebastian has credibirityissues and his integrity is questionable.

a) lnteer itv of the Grouo Manas ine Di rector & cEo, Sebasti anM ikosz

b) Enqagem entofTPolish Cons ulta nts and their Un reasona ble Pa ments

We have an issue in the mar
or con s u r t a n ts *r *,,,. i,.r i n 

"'1,"..'n 
L: H "J::?:: 

"1'ffJ';5 T J:"lH tlm :;their questionabre credentiars in detairs berow, but what beats rogic is the unreasonabryhigh perks paid to them.
sebastian has chosen to keep sirent over this issue even in his recent statement onryconfirming the existence of the porish consurtants but not refuting their huge pay. wehave evidence of the handsome perks sebastian pays his fellow nationals. And theFor exampre' he paid one Monika Kiertyka-Michna who is designated as ,,rnterim
Management" a total of usD 108,000 (KES 11 Mirion) for services rendered in February2018 vide rnvoice No. o2/207g dated r.'r March 2018 approved and signed by sebastianand acknowredged by the said Monika. The money was paid on 10th March 201gthrough a bank transfer to Monika's bank account in porand with account number pL85103000190108400471058.
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Another Polish ,,consultant,, 
by the name Michal Smierclak was

82,000 (KES 8.3 Million) for services rendered in February 2018 vide
dated L't March 2018 approved by Sebastian and acknowledged by
money was paid on 10th March 201g through a bank transfer to M
in Poland with account number pL

copies of the two invoices).
2O7L402OO40OOO31LZOL}67 694. (Attached are

re 5 other polish ,,consultants,, 
employed by Sebastian whom we have

paid a total of USD

lnvoice No. 02/ZO1,B

the said Michal. The

ichal's ba nk accou nt

reason to
bringing the

Million every

Th ere a

believe,

average

month.

a we believe that sebastian has a direct interest in these payments being the person who
solely appointed these people to Ke.

going by the above evidence, that they are paid similar terms
total cost of employment for the 7 people to about KES 66.5

c) uestionable U lifications Credentia Isofthe Polish "Consultants"

a A quick look at the credentials of the six foreigners from poland hired by Ke CEOSebastian Mikosz demonstrates that they bring no" speciar skirs that are not availabre inKenya.

one of them by the name Monika Kiertyka-Michna is said to be a procurement andoperations expert and is said to hord a Masters in Business Administration (MBA) inManagement and Marketing. How many such qualifications do we have in Kenya?Another one by the name Magdarena Serwach is said to have worked as a Legar Counserin Poland and she holds a Masters in Law. What special talent does she bring? Onewonders whether our locally trained, resourceful and experienced lawyers can,t do thework she was appointed by Sebastian to do.
A third one by the name piotr piwarczyk is said to be a business anaryst and saresmanager with no disclosure of his qualifications.
one Michar smiercrak is said to be.speciarising in strategy and procurement yet we haveenough procurement professionars in Kenya registerJ and recognised by the Kenyalnstitute of Supplies Management (KtSM).
Havrng no special skills that are lacking in neither Ke nor Kenya as a whole, theappointment of these 6 "consurtants" by sebastian spe"k, vorum" about the personarinterest he has in having them around and arso depicts his sheer disdain for rocar tarent.Again, this calls his integrity to question.
The union is at loss to understand why all these 7 so-called consultants have tooriginate from one country - poland. lf at all Ke had the need to source for externalconsultants, did they aI have to be from sebastian's nationatity? Must aI of them comefrom a consurting firm (Air Biz support) associated with sebastian? we read somemischief here and again we call to question Sebastian,s integrity.

a

a

a

a

a
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d) Recrui ment of a Hieh N umber of Exoatr iatest

KQ is one of the companies.in Kenya that emproys a high number of expatriates yet wehave sufficient rocar tarent to perform the same rot"r'ttrt they are appointed to do.
,[j: l',:Tjji::T ffiJ:fi;3rovea, 

.," ;;;;;;;hat speciar,ki,I; ;h"y.;;; y"t
For the airrine to emproy such a rarge number of expatriates at astronomicary highsalaries with no commensurate deriverabres is unthinkabre. The Union has beendemanding better pay for local employees i..-,n"'1.r,5 years to no avail yet Kecontinues to pay these consurtants. The sararies tt v1"[" home in a month is sufficientto award at least a 5% sala
boost the ,-"o,.ur" unJ,,oti;,.1Jffi;: j:,J, ISri;rfl"iil:1""r"",:' 

which wourd highry

Sebastian has openly lied to the public that out of the ra expatriates, 5 are seconded by

xhy,:HJrj5#ff5j:: ,. sararies. Al the s ",r.,n*, seconded ry xLv are paiJ by

we are aware that KLM has the habit of dumping some of their ,,obsorete,,or 
excessmanagers to KQ to crean up their payro, as they wait to re-absorb them back to theirpayrorr when the need for their services arise. Needress to say, they are known to sendmanagers to KQ who speciarise in taking care of KLM',s interests at the expense of KQ,sbusiness. lt is no wonder that Ke,s fortunes continue to dwindle while KLM,s businesscontinues to grow even in routes where ideally Ke should be the only operator underthe joint ventu re agreement.

a

e) Governance issues w ith ( EO

It has been a practice in KQ since the appointment of sebastian Mikosz as the cEo torecruit and appoint managers without any regard to the estaUtished Ke,s recruitmentpolicy which advocates for transparency and openness. The same practice has beenapplied in promotions that do not follow ihe aru pro."rr-.
A large number of managers have recentry u""n 

"ppoint"a without the rores beingadvertised interna'y or without subjecting ti".ppoini*, to an interview process. we
:::.l}::r 

discrimination and an attempl uv sulirtirn t. reward his friends and ctose

To make matters worse, some of the managers appointed in this manner have had theirsalaries drastically increased well beyond tn1 f *"ll ,f rii
some have no rerevant quarifi.ations to.iustify their ,r0","",tr::ir:*ers 

in similar grades'

one good exampre is the appointment of one nng"i. wou.u to the rore of Head ofStrategy without either an interview or without aivertising the rore for competitionamong other manaSers Angera's 
. 
quarification is a 

-oipro,n" 
in catering and hotermanagement and she previousry herd the rore of Manager in charge of cabin crew. Howshe suddenry acquired quarification-s to warrant r'", upioi",-"nt to the new rore beatslogic' Her salarv was arso raised from about :oo,otiizl per month to 950,000/=permonth, a raise that has raised eyebrows alt over. fq.'ii; is just but one example.
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a

f) lrresul ar Pavmen ts for Personal Se ritv

we have evidence that sebastran has engaged the servrces of a private security frrm to
provide hrm wrth 2 personal secu rrty/bodyguards. Whilst the necessity for personal
secu.ty and personal bodyguards rs in rtself questronable grven that no previous Ke cEo
has been provrded with such a servrce, what attracts the attention of the union rs the
huge amount of money pard for this service
on 28th May 20L8, sebastran pard a security frrm by the name sarama Fikrra an amount
of usD 10,979.05 (almost KES 11 Mrrrron) for security servrces provided rn the month of
May 2018 vide an invoice No. spGL/2018/1643 (A copy of the said invoice is hereby
attached).
we wonder what cahbre of secuaty was provrded to warrant payment of such an
amount of money for one month Even a whole battalion of Recce squad cannot attract
a payment of thrs amount. This agarn calls the rntegflty of Sebastran to questron.

4. CONCLUST ON
From the foregoing, KAWU is convinced that the take-over of JKIA is Nor the only option that
can save KQ from its frnancial mess There are more and better options we are equally
convinced that KAA should not be deprrved of its profit makrng unrt rn a bid to save Ke. Thrs is
tantamount to robbrng the Kenya tax-payer of their viable investment. we are simrlarly
convtnced that the take-over deal rs ill-concerved and rs not rn the best publrc interest. We are
further convinced that the current CEOs of Ke and KAA have failed in their duties by ignoring
plausible frndings and recommendatlons advrsrng against the deal Sebastran's push for this deal
as a matter of life and death insrnuates that he has rs rncapable of turnrng around KC[s core
business as an airhne. Hrs management has farled and he should exrt honourably.

consequently, KAWU urges the Natronal Assembly to vote agarnst the take-over deal and
recommend for the rmmediate exrt of sebastran Mikosz as the Ke cEo and Johny Andersen as
the KAA CEO.

_--z

Moss Ndiema
Secreta General
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Kenya Aviation Workers Union

All colTespondents should be oddressed to the Secrettul- Ceneral

,(

The Clerk of the National Assembly,
P.O. Box 4 t E42-00100,

NAIROBI.

Dear Sir,

RE: MEMORANI) U ON THE PROPOSED PT'BLIC PRIVATE PARTNERSHIP

Airport Comptct Ltd.
JKIA Cergo Vilhgc.
P.O. Bor t9157-0(ln01
N.irobi, K.nyr.
TeL 0729 039 242

I0
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{
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BF],TWT,E N KRNYA AIRWAYS AND KENYA AIRPORTS AUTHORITY.

Following your request for submission of memoranda pursuart to the provisions of Articles 95
and 201 (a) of the Constitution in the matter of the proposed Public hivate Partnership between
Kenva Airways PLC and Kenya Airports Authoriry-, attached herewith please find our
memorandum for consideration.

We funher request that we be allocated a time slot to appear before the Departmental Committee
on Transport, Public Works and Housing to prese-nt.a{d prosecutc our memorandum.

We look forward to your consideration.

Yours faithfull
e-,'

)
Lrf L,O

v. &IJ,- tXx,*,\ 4
Moss Ndiems
Secretery Generel cl
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4'h April 2019

The Clerk of the National Assembly,
P.O. Box 41842-00100,
Nairobi.

Dear Sir,

RE: MEMORANDUM ON THE PROPOSED PUBI-IC PRIVATE PARTNERSHIP BETWEEN I(ENYA

AIRWAYS AND KENYA AIRPORTS AUTHORITY.

1. INTRODUCTION

a) Who is Kenva Aviation Workers Union
Kenya Aviation Workers Union (KAWU) is a trade union legally registered by the
Registrar of Trade Unions in accordance with the provisions of Section 19 of the Labour

Relations Act, 2007. lt is the trade union that represents unionisable employees in the
entire aviation sector in the country.
KAWU has valid Recognition Agreements with employers in the aviation sector including
Kenya Airways PLC (KO), Kenya Airports Authority (KAA), Kenya Civil Aviation Authority

{KCAA) and Trade Winds Limited among others.

By virtue of the Recognition Agreements entered with the said employers in accordance

with the provisions of Section 54 of the Labour Relations Act 2007, as well as

subsequent Collective BargaininB Agreements (CBA) with the said employers, KAWU is

therefore a key stakeholder in all matters directly or indirectly affecting employees in

the aviation sector, being the sole representative of the employees.

We are therefore presenting this memorandum to this honourable Committee on behalf
of all the unionisable employees in the aviation sector whose interests are threatened
by the proposed take-over of th€ operations of Jomo Kenyatta lnternational Airport

{lKlA) by Ka.

b) Need for KQ to be Assisted to Turn Around

As a key stakeholder in the aviation sector, and particularly in the KQ's airline business,

we are concerned at the manner in which KQ's business performance has been on the
decline over the last 7 years plunginB the airline into heavy losses in the tune of billions
of shillings.

This scenario spells doom not only to the country which relies on the airline as one of its
drivers of the economy, but also to the employees whose jobs have constantly been at
risk. lt is therefore in our interest, as it is every Kenyan's interest, to see KQ regain its

status in the airline business in the region and in the continent as the "Pride of Africa".

There have been several attempts made in the past to save the airline from its perennial

financial challenges. While most of the initiatives made in the past seem to have yielded



no fruit, we are convinced that a lot more needs to be done by all stakeholders to
support the recovery of the airline. The recent debt restructuring done in 2017 is one
attempt that has marginally stabilised KQ's cash-flows with most debts converted into
equity. However, this alone will not save the airline.
KQ's turn-round will only be achieved by deep diving into the root causes of the airlines
financial troubles and establishing how not to fall into those pitfalls again. The root
causes may range from deliberate mismanagement brought about by inept and poor
leadership at the top levels, hostile operating environment due to the proliferation of
external airlines eating into the domestic and regional market with government support,
unfavourable tax regime, irregular procurement procedures and volatile fuel prices.

We are convinced that taking over the operations and running of JKIA does not
constitute one of the much needed interventions and assistance that KQ needs for its
turn round. lf KQ cannot make a profit from running its core business of flying aircrafts,
then auxiliary revenues from non-core activities like running the airport will not surely
save it from colla pse.

2. REASON s WHY KAWU 15 OPPOSED TO THE PIIP

As an important contributor to the national economy, KQ needs to be rescued from collapse.
8ut the rescue mission must uphold and comply with the applicable laws, which the take-over
proposal is not doing. Below are some of the reasons why KAWU is opposed to the proposed
take-over of JKIA by KQ:

a) The PllP Model Not Suitable in KC[s Case

Kenya Airways is a private company operating as the nation's flag carrier. On the other
hand, KAA is wholly owned by the government and its prime profitable business unit is

] KIA.

KQ controls about 50% of the business at JKIA. Since 2012, KQ has been experiencing
operational and financial performance challenges epitomizing an entity shrouded by
imprudent business strategy leading to cash flow pressure occasioned by high fixed
charges.

As a result, the airline's ticket charges have been relatively uncompetitive thereby
eroding the cabin factor in favor of the competitors with attendant perennial financial
losses and default in meeting its debt obligations.
ln May 2018, KQ obtained Cabinet approval to initiate the process of running.JKlA under
Public Private Partnership arrangement premised on the need to upscale JKIA expansion
to enable the growth of the a irline.
The proposed PllP model has no inbuilt risk sharing element and hence is more inclined
to a "take-over" rather than a Public Private Partnership (PPP).

The PllP proposal also creates a possibility of a viability gap funding for the other
network airports which is illegal within the frameworks of both the ppp Act, 2013 and
Kenya Airports Authority (KAA) Act, 1991.

)



Below, we look at other comparable African airlines and aviation authorities and how they are
run which reveals that the KQ's PllP is an untested model which is doomed to fail:

Ecypt

In Egypt, the government wholly owns the Egyptian Holding Company for
Airports and Air Navigation (EHCAAN)with its subsidiaries being:

,- Egyptian Airports Company which manages 19 regional airports
with a volume of 22 million passengers annually which is

equivalent to 60% of the total traffic
- Cairo Airport Company which manages Cairo lnternational Airport
- National Air Navigational Services Company which serves as the

industry regulator

- Aviation lnformation Technology
EHCAAN is an independent entity which operates on commercial terms and its
mandate included development and expansion of aviation facilities and

infrastructure to support economic activities.

Egypt Air, the national carrier, is 100% Government owned and is now the

largest airline operator in the continent by traffic numbers.

Morocco

. The Moroccan Airports Authority is 100% Government owned.
o lt operates airport infrastructure as well as Air Navigational Services.

' Royal Air Morac is the Moroccan national carrier and is 100% Government
owned

Ethiopla

. ln Ethiopia, the Ethiopian Aviation Holdin8 Group is 100% Government owned

with the following subsidiaries:

,- Ethiopian Airlines Group which is the national carrier for both
passengers and cargo business

,- Ethiopian Airports Enterprises which runs the national airports
,- Logistics Company
z Aviation Academy
z lnflight Catering Services;
.- Maintenance, Repairs and Overhaul Services; and
z Ethiopian Hotel and Tourism Services.

. Therefore the airline and the airports management are all wholly owned by the
government
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Rwanda

. ln Rwanda, the Rwanda Aviation, Travel and Logistics Limited is 1OO%

Government owned with the following subsidiaries:

- RwandAir which is the national carrier
- Rwanda Airports Management Limited which manages the

national a irports

- National Logistics Company Limited
.- Hospitality and Travel Management Lirnited; and
- Akagera Aviation Academy

The Gulf carriers of Emirates, Qatar and Etihad, which are some of the best in the
world, are ali government owned with the state also running the airports and
other aviat ion infrastructure.

Form the above examples, it is clear that their models are generally anchored on
streamlining and making the civil aviation sector more vibrant, cost efficient and
competitive through focused planning and co-ordination.
ln the case of the KQ's PllP, the model is dead on arrival. tt assumes that Ke is
wholly owned by the government, which is not the case, and that the other
aviation entities will all coalesce into one fold after the take_over.

b) Shortcominss of th E PIIP

The intended take-over of JKIA by Ke does not conform to the requirements of public
Private Partnership (Ppp) framework. The public private partnership Act envisages a
situation where both parties to the partnership benefit. How then does it benefit KAA to
cede its premier cash cow to KQ jn exchange for a concession fee less than one third of
its current ea rn ings ?

KQ is a private enterprise as opposed to KAA which is a pubric organization created to be
the public custodian of the country's aerodromes and fully funded by tax_payer. Ke,s
core mandate as a listed company is to run the airrine business. since its inception, Ke,s
mandate has not involved running of airports which has been the preserve of KAA and
its predecessor, the Aerodromes Department.
By its business nature, KQ has neither the expertise nor the experience of running and
managing airports. On the other hand, KAA has not only the expertise but a rich
experience in running and managing airports. we are concerned that an entity that is
not conversant with running an important facility like .lKlA is being handed such an
important responsibility on a silver platter.

At the moment, lKrA generates ovet goyo of KAA's revenues. By ceding the business unit
that brings the largest share of their revenue to Ke. KAA will remain a shell of its original
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self We feel that this is not only against the public interest but also a poor and

misinformed business decision with a view to profit a private enterprise from public

coffers.

Further, with 90% of its revenue stream gone, KAA will not be able to execute its
mandate of expanding and expanding and growing more aerodromes and airports in

Kenya due to lack of funding. Expansion of airports across the country is of public
interest as it resonates with the country's social-economic development agenda.
Without JKIA, KAA will not be able to deliver on this key expectation of the Kenyan

one of the government's key objectives is to open up the country by developing
rnfrastructure that creates rapid connectivity domestically and regionally through

Srowth of airports and airstrips across the country. This dream will be unattainable once
lKlA gets into the private hands of KQ.

c) Findinss of Con s u ltins Firm KPMG not in Favour of KQ's PllP

The audit and consultancy firm of KPMG was recently contracted by KAA as their
Transaction Adviser on the take-over deal. After reviewing the PllP presented by Ke.
KPMG established certain findings which make the deal untenable.

KPMG observed that it had not received the detailed financial information required to
confirm that KQ is today is able to fund the PllP. They observed that KQ has withheld
such crucial information from them terming it confidential. We are wondering why KQ is

unwilling to give full disclosure of its financial capability to run the airport which is a
public asset yet it expects to be handed the facility without questioning.

KPMG further observed that KQ's five year plan for 2018-2022 does not cover the
concessionary period it proposes to run.iKlA noting that certain financial amortisations
have been rescheduled post the 5 year plan. They observed that such rescheduling
could detrimentally impact KQ's cash flow and thereby impacting their ability to fund
rhe P P.

KPMG also observed that KQ was in breach of certain financial covenants as at .June

2018 for which they received waivers from lenders covering the period up to 31'r

Dece mber 2018.

The audit firm further noted that despite KQ having restructured their debt in

November 2017, it has continued facing difficulties in servicing its debts. They observed
that KQ faced serious liquidity challenges at this time and questioned Ke's ability to be

the operator of JKIA under the PllP.

ln addition, KPMG noted that KQ's non-equity participating. lenders had not been

apprised of the PllP, meaning that without their consent and approval, the P P stood

the risk of adversely affecting KQ's existing loan arrangements with the said lenders.
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0n the structure of the proposed Special Purpose Vehicle (SPV), KPMG observed that KQ

has not provided the detailed SPV organization structure which is essential for

determining the fate of malority of KAA employees, the selection criteria as well as

clarity on which policies and procedures will apply in the SPV.

To make it worse, the auditors established that KQ presently does not have the

credentials to develop or operate an airport. This fact has been repeated by many

observers and commentators alike. We share in this opinion that indeed, KQ lacks not

only the credentials but the competence to run an airport like lKlA.

The auditors also observed that without JKIA, KAA will require funding since other
aerodromes and airports volumes and revenues are not sufficient to cover its operating

expenses. To further compound KAA's problems after ceding JKtA, its liabilities such as

environmental remediation, pension deficit funding and other contingent liabilities will
remain under KAA hence requiring further funding which will not be covered by the
concession fees to be paid by KQ. We therefore wonder in whose interest it is to plunge

KAA into financial mess and burdening the taxpayer more by funding KAA which is

financially stable today.

We are unable to understand why, even after receiving these findings by a competent
authority like KPMG, the PllP by KQ is still being pushed in spite of its obvious
shortcomings and disadvantages to KAA. ln whose interest is this project being
prope lled ?

d) lKlA Take-over Not the Onlv ootion to Turn-around KO

The Kenyan public is being fed with the inaccurate and false impression that Kenya Airways has

suddenly found itself in a financial dementia whose only prescription for resuscitation is by
taking over the operations of JKIA from KAA. The proponents of this deal want Kenyans to
believe that this is the sole miraculous and "God-sent idea" that can save KQ from its financial
doldrums. This is far from the truth. Below, we highlight other viable options which have been
recommended for KQ's revival but the airline has chosen to ignore them.

ln February 2017, an international consultancy firm, Seabury Group, was contracted by
KQ to advise the airline on a viable turnaround strategy and they made very plausible
recom mendation s.

Key among them was the conversion of debts owed to local banks and the government
to equity which was implemented in 2017 which resulted in spurring the airlines
liquid ity and cash -flows.

Another recommendation was to engage the Unions more robustly to negotiate
productivity driven CBAS. Regrettably, KQ has failed to embrace this recommendation.
The Union has been knocking on KCfs doors to commence CBA negotaations since June
2016 to no avail, despite the fact that the Union led the way by agreeing to drop
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Buaranteed flying crew allowances in favour of allowances based on block hours actively
flown which resonates very wellwith the productivity model recommended by Seabury.
Seabury also recommended that KQ engages the government to waive taxes on
imported aircraft parts and other materials used for aircraft maintenance.
They also recommended the enactment of a law to ensure all government employees
and contractors utilise KQ for their travel.
ln addition, it was recommended that KQ proactively engages the government to waive
taxes on jet fuel which would save the airline over KES 7 Billion annually which is more
than what KQ would generate from running JKIA. tt is ironical that KQ pays Railway
N4aintenance Levy for its jet fuel yet this levy goes to support a sector seen as a
com petitor.
Take-over of iKlA was not one of the recommendations by Seabury. Why doesn't Ke
implement these recommendations and forget the JKIA take-over? After all, there are
more benefits to reap from implementing these recommendations which would make
the airline more stable and sustainable in the long run.
We are convinced that this deal is driven by other motives in lieu of sound
recommendations made by Seabury. Why would KAA be made to relinquish its most
profitable business unit to save Kq when there are more plausible options to achieve
even better results?

e) Non- Ensa ment of KAWU KO and KAA

The managements of both Ke and KAA have chosen to keep its employees in the dark
on the discussions concerning the proposed take-over deal. Employees have been
hearing from the grapevine about the deal with no official communication from the
employers. Being such a sensitive issue with a great potential to affect the jobs of the
employees, it is inconceivable why Ke and KAA decided to treat employees with such
disdain as to ignore them in this manner.
Similarly, KAWU has also been kept in the dark. Our efforts to seek information on the
deal from both KQ and KAA have been futile. Our attempts to seek dialogue with the
two employers over the matter have similarly been ignored. yet, as the representative
of the employees, we have a legal and constitutional right to be provided with
information of the matter, or at the very least, be accorded an opportunity to dialogue
with the said em ployers.

To date, KAWU has not been provided with a copy of the privately lnitiated lnvestment
Proposal (PllP) by KQ which carries the details of how the proposed take-over will be
implemented. Had we been provided with the p p, we could perhaps have understood
the rationale behind the deal and constructively engage the two employers with the
obiective of protecting the interests of the employees.
We have information from a recently concluded study by KpMG audit firm that if the
take-over deal works as proposed, there will definitely be redundancies mainly affecting
KAA staff currently working at.jKlA and at the Head Office.

b
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Representing over 4000 employees in Ke and KAA, KAWU is a major stakeholder in the
aviation sector. To alienate an important stakeholder like a union on matters that have
the direct and potential implication of causing job losses is absurd and an act of pure
negligence by managements of both KAA and Ke. We have a mandate to execute on
behalf of our members. our demand to be engaged in the deliberations is not a request
but a requirement as per the Collective Bargaining Agreement (CBA) and the law.

f) Previous Failed Restructurinq lnitiatives Carried out bv Ke

We are apprehensive and convinced that like many other previous attempts made at
resuscitating KQ since its fortunes started dose-divingin 201,2, this one will also fail
unless the root causes of KQ's perennial problems are identified and addressed_
ln 2O12, a major restructuring of the company was carried out with the resultant
retrenchment of over six hundred (600) emproyees in one swoop. The rationare behind
the retrenchment was that the company,s wage bill was so big due to what
management alleged was an inordinate high staff popuration relative to the business
req u irements.
Soon after the said redundancy was carried out, a bigger number of employees than
those retrenched were engaged through an out-sourced firm, ostensibly to do the same
jobs that the retrenched staff were doing. one doesn't need to be a rocket scientist to
conclude with logical inference that there was no need to retrench in the first instance.
The Union has been in the forefront questioning the rationare behind out-sourcing of
the said jobs. We have not tired to ask who the real beneficiary of the out-sourcing
concept is and whether it indeed serves the interests of the airline.
we have also queried the erement of discrimination amongst employees doing simirar
jobs How can you justify deploying two employees with similar qualifications to do the
same type of job in the same work environment where one of them earns less than half
of the salary of the other? This is an unfair labour practice and exploitation of labour
contrary to the con stitution.
The 2012 redundancy and the whole restructuring effort did not help the company to
turn profitable. The company's fortunes have remained in the doldrums ever since.
lndeed, in 2014 KAWU was forced to sign a CBA with a O% salary increase, much to the
chagrin and disappointment of our members. The reason we did so was because we
decided to take a sacrifice in order to save the airline from financial collapse. we further
agreed to forego some crucial allowances for our flying crew with a promise that we
would review the CBA in July 2015, which was never done.
lnstead, in came another restructuring exercise spearheaded by McKinsey consurtants
in 2015 in which over one hundred {100) emproyees were retrenched yet again with the
company citing excess manpower. Again, in a show of sacrifice by the Union to save the
airline from collapse, we agreed to forego annual increnlents for our members for one
full year without claiming back-pay transrating into tens of miIions of shilings. rronicary,
in less than six months, the company started feering the heat of operating with less than

8



required manpower and they resulted, yet again, in engaging more than one hundred
staff through the out-sourced firms.
We are now experiencing yet another restructuring albeit with a sli8ht difference, but
with the san]e implications of job losses. We are convinced that no amount of
restructuring initiatives will save KQ from its losses without first identifying the root
cause of its problems and address them. We are opposed to have the employees' jobs
always being sacrificed in the name of saving the loss'making airline.

c) xtreme Mana ement Failure at K

Over the last seven years, KQ has continued to sink in losses (the net loss improved from
Kes 5.6 billion in 2017 to Kes 4 billion in 2018), even after engaging a foreign chief

executive who was said to be a turnaround expert and more than a dozen other foreign

so'called "airline experts."

This team, led by KQ CEO Sebastian Mikosz, has failed the airline and it is time they exit

if KQ is to recover. KQ has a rich reservoir of great talent of well-skilled men and women

able to run the airline but the majority, who are dejected, have found solace with Gulf

carriers due to poor management of the local airline.

Over 500 KQ employees have in the last five years left for Middle Eastern airlines, which

offer better terms, yet KQ continues to engage foreigners with questionable credentials,

who think running IKIA is the onlv medicine left to resuscitate KQ.

Recently, the KQ CEO was quoted in the media (The East African, March L7, 20L9')

stating that nothing short of take-over of the running of JKIA will save KQ from total
collapse. He went further to state that "there is octuolly no wdy KQ can be profitoble in
its current state. I don't know how to do thot". He even went further to say that if the

take-over deal does not go through, he won't consider renewing his contract. We are

left wondering what Sebastian is still doing holding the CEO's position yet he is clueless

on how to run KQ.

3. I.OSS OF CONFIDENCE IN KQ'S CEO

KAWU, and a great majority of all cadres of employees of KQ. has lost confidence in the
stewardship of the KQ CEO Sebastian Mikosz under whose tenure KQ has sunk deeper into
losses. We have also lost faith in his capability to turn around the airline despite engaging a

huge number of foreign employees in the name of "airline experts". We are convinced that
Sebastian, having admitted that he is unable to turn KQ into profitability as quoted above, is

only interested in lining his pockets and those of his fellow native Polish he has brought into
KQ. No wonder that he is now the chief oroponent of the PllP, a project that he strangely
believes will provide KQ with a singular dose for revival.

9



Below, we highlight some of the reasons why KAWU, and a large majority of KQ employees
including managers, have lost confidence in hirn and why we are calling upon him to throw
in the towel and exrt honourably

a) lntesritv of the Group Manasins Director & CEO, Sebastian Mikosz

The Union has lost faith and confidence in KQ's CEO Sebastian Mikosz for various

rea50 n s.

We went public recently with the informataon that Sebastian is earning an

astronomically high salary of KES 8 Million per month while superintending over the

affairs of an airline that is making billions of shillings in losses every year. We questioned

the rationale behind paying him such a huge salary when his predecessors were earning

less than a half of this amount. He went ahead to refute this by stating that his salary

was KES 2.7 Million per month.

We wish to reiterate that our position is that Sebastian earns close to KE5 8 Million per

month and that his denial is a plain lie. We have evidence from KQ's published half year

results for the period ending 31" December 2017 that in a period of 6 months,

Sebastian's total remuneration was KES 45,694,000 Million. This translates to KES 7.8

Million per month contrary to what he declared in public. (Attached is a copy of an

extract from the said results). This clearly demonstrates that Sebastian has credibility

issues and his integrity is questionable.

b) EnEaEement of 7 Polish Consultants and their Unreasonable Pa ment s

We have an issue in the manner KQ has engaged 7 people from Poland under the guise

of consultants with "airline turnaround expertise". We shall be coverirrg the issue of

their questionable credentials in details below, but what beats logic is the unreasonably

high perks paid to them.

Sebastian has chosen to keep silent over this issue even in his recent statement only

confirming the existence of the Polish consultants but not refuting their huge pay. We

have evidence of the handsome perks Sebastian pays his fellow nationals. And the

tor example, he paid one Monika Kieltyka-Michna who is designated as "lnterim

Management" a total of USD 108,000 (KES 11 Million) for services rendered in February

2018 vide lnvoice No. 02/2018 dated 1" March 2018 approved and signed by Sebastian

and acknowledged by the said Monika. The money was paid on l0th March 201.9

through a bank transfer to Monika's bank account in Poland with account number PL

85103000190108400471058.
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Another Polish "consultant" by the name Michal Smierclak was paid a total of USD

82,000 (KES 8.3 Million)for services rendered in February 2018 vide tnvoice No. 0212018
dated 1" March 2018 approved by Sebastian and acknowledged by the said Michal. The

money was paid on 10rh March 2018 through a bank transfer to Michal's bank account
in Poland with account number PL 20114020040000 37L201967694. (Attached are
copies of the two invoices).

There are 5 other Polish "consultants" employed by Sebastian whom we have reason to
believe, going by the above evidence, that they are paid similar terms bringing the
average total cost of employment for the 7 people to about KES 66.5 Million every
month.

We believe that Sebastian has a direct interest in these payments being the person who
solely appointed these people to KQ.

c) Ouestion able O ua Iifications /Credentials of the Polish "Consultants"

A quick look at the credentials of the six foreigners from poland hired by Ke CEO
Sebastian Mikosz demonstrates that they bring no special skills that are not available in
Kenya.

One of them by the name Monika Kieltyka-Michna is said to be a procurement and
Operations expert and is said to hold a Masters in Business Administration (MBA) in
lvlanagement and Marketing. How many such qualifications do we have in Kenya?
Another one by the name Magdalena Serwach ls said to have worked as a Legal Counsel
in Poland and she holds a Masters in Law. What special talent does she bring? One
wonders whether our locally trained, resourceful and experienced lawyers can,t do the
work she was appointed by Sebastian to do.
A third one by the name Piotr Piwarczyk is said to be a business analyst and sales
manager with no disclosure of his qualifications.
One Michal Smierclak is said to be specialising in strategy and procurement yet we have
enough procurement professionals in Kenya registered and recognised by the Kenya
lnstitute of Supplies Management (K15M).

Having no special skills that are lacking in neither Ke nor Kenya as a whole, the
appointment of these 6 "consultants" by Sebastian speaks volume about the personal
interest he has in having them around and also depicts his sheer disdain for local talent.
Again, this calls his integrity to question.
The Union is at loss to understand why all these 7 so-called consultants have to
originate from one country - Poland. lf at all (e had the need to source for external
consultants, did they all have to be from Sebastian's nationality? Must all of them come
frorn a consulting firm (Air Biz Support) associated with Sebastian? We read some
mischief here and again we callto question Sebastian's integrity.
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d) Recruitm ent of a Hish N umber of Exoatriates

KQ is one of the companies in Kenya that emploYs a high number of expatriates yet we

have sufficient local talent to perform the same roles that they are appointed to do

with 18 expatriates currently employed, one wonders what special skills they brin8, yet

the airline has been on the decline.

For the airline to employ such a large number of expatriates at astronomically hi8h

salaries with no commensurate deliverables is unthinkable. The union has been

demanding better pay for local employees for the last 5 years to no avail yet KQ

continues to pay these consultants The salaries thy take home in a month is sufficient

to award at least a 5% salary increase to all KQ 4,000 employees which would highly

boost the morale and motivation of the down-trodden employees'

Sebastian has openly lied to the public that out of the 18 expatriates, 5 are seconded by

KLM and that KLM pays their salaries. All the 5 expatriates seconded by KLM are paid by

KQ from KQ s own finances.

We are aware that KLM has the habit of dumping some of their "obsolete" or excess

managers to KQ to clean up their payroll as they wait to re-absorb them back to their

puyroll *h"n the need for their services arise. Needless to say, they are known to send

managers to KQ who specialise in taking care of KLM'S interests at the expense of KQ's

business. lt is no wonder that KQ's fortunes continue to dwindle while KLM's business

continues to Brow even in routes where ideally KQ should be the only operator under

the ioint venture agreement.

e) G overna nce issues with Ko cEo

It has been a practice in KQ since the appointment of Sebastian Mikosz as the cEO to

recruit and appoint managers without any regard to the established KQ's recruitment

policy which advocates for transparency and openness The same practice has been

applied in promotions that do not follow the due process'

A large number of managers have recently been appointed without the roles being

advertised internally or without subjecting the appointees to an interview process We

view this as discrimination and an attempt by sebastian to reward his friends and close

associates.

To make matters worse, some of the managers appointed in this manner have had their

salaries drastically increased well beyond the levels of other managers in similar grades.

Some have no relevant qualificatrons to justify their appointments

One good example is the appointment of one Angela Nderu to the role of Head of

strategy without either an interview or without advertising the role for competition

among other managers. Angela's qualification is a Diploma in catering and hotel

management and she previously held the role of Manager in charge of cabin crew How

she suddenly acquired qualifications to warrant her appointment to the new role beats

logic. Her salary was also raised from about 30O,OOO/= per month to 950,000/=per

month, a raise that has raised eyebrows all over KQ. This is just but one example'
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fl lrrepular Pa vments for Personal Security

We have evidence that Sebastian has engaged the services of a private security firm to
provide him with 2 personal security/bodyguards. Whilst the necessity for personal
security and personal bodyguards is in itself questionable given that no previous Ke CEO
has been provided with such a service, what attracts th€ attention of the Union is the
huge amount of money paid for this service.
On 28rh May 2018, Sebastian paid a security firm by the name Salama Fikira an amount
of USD 10,979.05 (almost KES 11 Million) for security services provided in the month of
May 2018 vide an invoice No. 5PGL/2018/1643. (A copy of the said invoice is hereby
attached).
We wonder what calibre of security was provided to warrant payment of such an
amount of money for one month. Even a whole battalion of Recce Squad cannot attract
a payment of this amount. This again calls the integrity of Sebastian to question.

4. CONCLUSTON

From the foregoing, KAWU is convinced that the take-over of JKIA is NOT the only option that
can save KQ from its financial mess. There are more and better options. We are equally
convjnced that KAA should not be deprived of its profit making unit in a bid to save Ke. This is

tantamount to robbing the Kenya tax-payer of their viable investment. We are similarly
convinced that the take-over deal is ill-conceived and is not in the best public interest. We are
further convinced that the current CEOS of KQ and KAA have failed in their duties by ignoring
plausible findings and recommendations advising against the deal. Sebastian's push for this deal
as a matter of life and death insinuates that he has is incapable of turning around Ke's core
business as an airline. His management has failed and he should exit honourably.

Consequently, KAWU urges the National Asser)'tbly to vote against the take-over deal and

recommend for the immediate exit of Sebastian Mikosz as the KQ CEO and Johny Andersen as

thC KAA CEO,

Moss Ndiema
Secretary General
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Zimbra clerk@ parlia ment.go. ke

Hon. Justin Muturi - Berlin Wall 30 - The 30th Anniversary for the Fall of the
Wall (Berlin; November 6th - 10th, 2019)

From : Mark C. Donfried
<conference@culturaldiplomacy.org>

Subject : Hon. Justin Muturi - Berlin Wall 30 - The 30th
Anniversary for the Fall of the Wall (Berlin;
November 6th - 10th, 2019)

To : clerk@parliament.go. ke

Cc : donfried@culturaldiplomacy.org

Fri, Apr 05, 2019 12:05 AM

Keynote Speaker Invitation
Berlin Wall30

From the Divided to the City of Freedom: The 3|th Anniversury for the Fall
of the llall

Berlin; Novcmbcr 6th - lOth, 2019
www. bcrlinwall30.dc

Dcar Hon. ,Iustin Muturi,

On behalf olthe Academy fbr Cultural Diplomacy, we are honored to extcnd to you an
invitation to deliver a keynote specch at our fbrthcorning major event: Berlin Wall 30
(Berlin; Novernbcr 6th - l0th, 2019). We would suggest a speech on the day of your

choice from November gth-tOtn, 2019. 'fhe high level attendance fbr the Berlin Wall 30
will be particularly high and will consist ofa signiticantly high number of dignitaries
including senior politicians, heads olglobal governance organizations, celcbrated artists and
representatives frorn lcading corporations. Should you be able to attend, the ICD
Academy will arrange for your accommoclation in llerlin and covor the cost ofyour tlights
to Berlin.

Berlin Wall 30
From the l)ivided to thc Cify of l'reedom: The 30th Anniversary for the Fall of
the Wall
Berlin; November 6th - IOth, 2019
www.berlinwall30.dc

Thc Fall olthe Berlin Wall on Novernber 9th, 1989 was an epic event that led to major
historical changes in the world's political, cconomic and cultural landscape. In the
tumulluous aflermath, the world has witnessed thc emergence ofdozcns of new States in
Eastern Europe and significant translormations in othcr continents that paved the foundation
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and laid the new order of the world wt: live in today. On November 9th, 2019 the world will
celebrate the 3Oth Anniversary of the Fall ofthe Berlin Wall and all eyes will fall again on
the German capital. On this historical event the Inter Parliamentary Alliance lor Human
Rights and Global Peace (tPAIIP), the Academy fbr Cultural Diptomacy and other leadings
institutions will organize a major international summil that will take place from November
6th-1Oth,2019. The Sumrnit will be highlighted by a peace concert that will take place on
the evening ofNovember 9th, performed by world-renowned celebrated singers and bands.

The summit will include participation ofsenior politicians representing 150 states, leading
political theorists, religious leaders, executives of major corporations, chieldiplomats, and
celebrated artists travelling to Berlin liom all corners of the world. I'he large-scale events
that will take place in the framework of the Summit celebrations of the 30th anniversary of
the fall oithe wall will bc dedicated to the fields ofinternational relations and economics,
peace building, human rights, arts and culture. The large-scale conferences & events that
will take plaoe in the framework of the Summit celebrations of the 30th anniversary of the
fall ofthe wall will be dedicated to the fields ofinternational reiations and economics, peace
buitding, human rights, arts and culture. The Followino Confe nces will take olace
durinq the summit

Berlin NA'I'O Conf'erence > Berlin; November 6th-8th, 2019
Berlin Econo mic Forum > Berlin; November 8th- 1 0th, 20 I 9
Berlin Berlin; November 6th- I 0th, 201 9

We look forward to your feedback and to welcomc you to Berlin in November.

With warm regards and gratitude,

Mark C. Donfricd

Mark C. Donfried
Dircctor General, Academy for Cultural Diplomacy
"Promotittg Globol Peace by Strengthening Interculturd Relations,,
Address: ICD I Iousc ofArts & Culture
Sohau.r Sk l8-22. 13509 Bcrlin. (jcrmany
Phone: 00.19 (0)30.2160-7680
Fa'(: 00 49.(0)10.2160-768 I I

Facebook >>. You lubc>>i 'Itrittcr>r
info@culluraldiplomacy.orq
www.iultuialiiptonracrcre
wwwberlinelobal ora

(ilt r l Dipkr,rruct i\eb's Cli& lSE
The (?ttkt k't (ithutul ltilrlo k:r Sttulics Clic* tkn
Orgo,tixt itru./i, li,u t Elttc tion & Dpt.loptnc t Clicli El!!
Ittter-Pa iutfictlqr.t, ..llliut t.Ior Hunnrt Rights & Gtobot pe cz

This e-mail contains privilcBed and confiden lial informalion inlcldcd only
for the use ofthe individual or cntily namcd above. lf lhc reader of lhis
e-mail is nol lhc inlcndcd recipicnl or the cmployee or agent responsiblc
for routing it to thc intendod rccipicnt, you arc hcrcby notified lhat any
revicq dissemination, copying or forwarding ofthis e-mail is slrictly
prohibitcd lfyou h6vc reccived this c-mail in crror, plcasc reply to thc

sender of such and dcletc th€ c-msil in its enlirert. Thank yOU.

130)
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MINISTRY OF TRANSPORT, INFRASTRUCTURE, HOUSING,
URBAN DEVELOPMENT AND PUBLIC WORKS

STATE DEPARTMENT FOR TRANSPORT
OTHCE OF THE CABINET SECRETARY

'l elcphone r (+2 54 20) 2729200
[',tx: (+251 20) 21263(11.
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Mr. Michael Sialai, EBS
Clerk to the National Assenrblv
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RE: INQUIRY INTO THE AVIA.TION INDUSTRY IN KENYA BY THE
DEPARTMENTAL COMMITTEE ON TRANSPOT, PUBLIC WORKS AND
HOIJSING

Ref'crence is rnade to your letter Ret-. No. DSCiI-PWH/CORR/20191029 dated lst
April,20 l9 on the above sub.lect.

Forwarded herewith please lind the response by thc Cabinet Secretary, Ministry
of Transport, lnfrastructure, Flousing, Urban Development and Public Works for
lu rther nccessary action.
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Inquiry into the Aviation Inclrrstry

Mr. Chairman, I rvisli to respond to the issucs raiscd by the Cornmittee with
regards to the aviation inclustly it.r Kenya as fbllows:-

A. Policy lssues:

The Cabinet at its nreeting helcl orr 29'r'May,20lii considered a

Memorancl u r.n s ubm itted .j o i nt ly by tlie Cabi net S ecletary,t',latio nal
Treasury ancl Planning and the undersigned airned at consolidating
Kenya's aviaticln assets, and:-

1. Granted policy approval for Kenya Airways and Kenya Airports
Authority to enter into negotiations with a view to agreeing on a

framework to restore Nairobi as the civil aviation hub of choice
in Africa, thereby contributing to Kenya's economic
competitiveness, with aviation being a factor for development
and technology transfer;

2. Noted that a substantive Memorandum shall be submitted for
consideration and approval once the framework is agreed; and

3. Directed the Cabinet Secretaries for National Treasury and
Planning; Transport, lnfrastructure, Housing, Urban
Development and Public Works and the Attorney General to take
appropriate action.

Both the Cabinet Merno and the White Paper were,developed with the
prirnary objective of restoring Nairobi as the civil aviation hub of choice
in Af'r'ica, thereby enhancing to Kenya's econornic competitive edge with
aviation being a factor tbr developrre nt and technology transfer.

o Kenya has long
Southern Aftica

been the Aviation Powerhouse in East, Central and
with a resilient natiorral airline and strategic hub.
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Ilor.r,cver', titc a'iati<ln lanrlscaltc *loballl ltls un<lcr.gonc a rapirl evolLrtion
in the past tlccarle ancl Kcnya ltas not lclaptecl to thcsc changcs in an a-uilc
llralrrcr'. ('orrsccprcrr t 11,, thc Kenyan avration sector is fircing challenges.
cltaracteliscil b5' thc tLrrbulcncc exyrcricncerl by thc rlational czrrrier as rvell
as loss o1' busincss by .lonro Kcnyattrr Interrrational Airport (JKIA) to
othcr conrlte ting hLrbs,

o '['l'rcrelirrc. the ntarket sitLration
restrtrctuling covcring not on ly
scctor'.

Iras crcatcrl a ncccl firl a Clorl preherrsivc
Kcnya A irr,vavs bLrt the wholc aviation

'I'hc Kenyan aviltion has bccn losirrg rlirrl<ct-share over the last couple ot
ycars to its corlpctitors. Ethiopian Airlincs (Lr I'), rvhich r.vas halI the size
o1' Kcnya Airu,a),s (K{)) in 2010, has stcaclily gr.own in recent ycar.s. It
has or,rtpacecl KQ threc tinres sirrcc thcn. Kenya Airrvays, the rrational
carricl oI. Kenya
lras ovcl tirlc bcen pushc(l out ol'thc ntarket by conrpetitive airlines
rvhich are very sttoltgiy llr()tectcil h_r the ir. orvn (lovcrnnrcnts.

-l hc currcnt Aviation opelation rnotlcl irr Kcnya. clocs rrot fircilitate the
glowth ol'both KQ and oul airports espccially .lKIA. -l'here is therefbrc
iln urgcrlt neecl to flncl a solution rhat will change the rranclate and
prospccts of'KQ alrd allo'uv thc contpany to bccontc onc of the biggest
Afiican can'ier antl .IKIA a lcaclirrg inter.rrational aviatiorr hub in llast
Atiica. In this context, both KQ ancl JKIA should be treatecl as national
assets o1' the people arrd (iovernincnt ol Kenya ancl the proposed
rcstrtrcturing shoultl tre viervccl as a gcopolitical solr-rtion and rlot a
Ilnanciirl one. It is based orr successltrlly implernented aviation
strategies.

lrr view ol the advantage ol c.xecuting the Pr.oject rapidly ancl efficiently,
parties optecl to engage in a Conccssion Agreernent tl.atnework under the
P[)P Act 20 l3 with KQ as thc Privatc [)ar-ry ancl KAA as rhe Contracting
Arttholity.

Il. Legal C'ompliance Issues

I"ollowing the Cabinet's policy clecision, a legal tl.arnewor.k fbr achieving
the intcnded restnrcturing hacl to be tbuncl. In this context the public
Private Partnelship Act, 20 l3 was identifled as the suitable legal
fiarnewolk. Kenya Airways therefbr.e, submitted to Kenya Airports
Authority a PIIP as provided fbr in the PPP Act. This proposal is has been
subrrittecl to the PPP Urrit in linc with the provisions olthe Act.

P age 2 of 4
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C. lssues of Concern to the Pcoplc

The issues that have been raise d rtt'c basecl on the PIIP which is a just that,

a proposal, it has trot gonc thlotrgh thc ligorous process provided fbr in

the law including a revier.v and cortsidcration by the PPP Cornmittee and

discussious between the paltics to t'cview ntrcl iron otlt any issues of
concel'n.

As Members will be aware, in this type of transactions, there are

always issues that parties have to sit down ar.rd rregotiate il the

overall project is to acliicve optirral rcsirlts lbr nrLrtr-ral beneflt ol'the
parties. Irr other words, the rregotiatiolls Iltt-tst achieve a WIN - WIN
situation fbr both parties attcl arrivc at a mutLrally agreecl tl'arnework.

The negotiations between the tlvo cr.rtities in the context ol a I']PP

transaction would inclucle, staf'f'lnattel's, c<tncessiott fee, investnrents

over the concession perioil, scrvice standards, transaction structure,
roles and respousibilities o{' each party, competition with other
airlines, amongst others. 1'l.re rLtnning ol the other airports and

airstrips would be a critical part of the ncgotiations.

Tl.re irnportarrt thing to note is that il'Kenya has to achieve its
objective of being an aviation hub irr the regiorr, it has to begin to
look at its aviation erssets ltlore stlategically as key contribtrtors to
the GDI'- and this starts with having a world class airline ancl world
class airports, starting with JKIA as the ntain gateway to tl.re country.
The n.rain aim is to ol'eatc operatiotral synergies between Kenya's
main hub and the National Clarrier, tltereby facilitating the airport
and airline to become ecouotnic growth drivers. This rnodel is
sinrilar to what is being trtilized by Kenya's lnain competitors in the
global aviation industry.

a

a

a

a

a

a

I-lowever. tbllowing the cottccrrts that htrve been raised by the Public we

are now exploring other opiniorrs of'clelivering the objectives of the
(lovernment to consolidate our aviation assets. Once an agleed option

lras been iclentitlecl we will submit thc salrlc to the Cabinet lor approval as

directed bv Cabinet.
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Mr. Chairman, as stated above, this -lransactio4 is a1 opportunity fo1 t!9
growth ol both Kenya Airports Authority and Kenya Airways in a way
that enhances the synergies of the Country's strategic assets in the
Aviation sector to support our hub aspirations.

Jarnes W. Macharia, EGH
CABINET SECRETARY
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URBAN DEVELOPMENT AND PUBLIC WORKS
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Mr. Michael Sialai' EBS
Clerk to the National AssernblY
Parliament Buildings
NAIROBI

Dear t,A^/ 9'\ l
G..r

REQUEST FOR A CABINET MEMORANDTJM APPROVING RESTRUCTURJNG

OF THE AVIATION INDUSTRY IN KENYA

Reference is made to your letter ref. no. DSC/I-I'WII/('ORR/2019/030 dated 1st

April, 20 19 on tl.re above subject.

Cabinet Memoranda though prepared by variotrs Ministries are the propefty of the

Cabinet Office, lixecutive Office o1' tl.re l)rcsident, I anl uot therefore able to

subrnit the Cabinet Memoratrdur-rl as requested. llo',vcver, by virtue o1'my otlice,

I can confinn that in May,20l8 thc cabinet Secretary,, National 1'reasury and the

undersigrred subrnitted to Cabinet a joint Illetnoratldttt.tr whose purpose was to

brief Cibinct or.r <Jevelol'rurents in Kenya's Civil Aviation Seclor, and seek policy

approval on acticlns Kenya should take to rcstore Kenya's aviation

coilpetitiveness, and to reclainl tl.re County's 1'losition as an anchor ecotlottty itr

Africa, with Nairobi as the Afi'ican civil avialiorl htrb'

The (labinet at its nteeting held on 29'r'May,20 l8 considered the Menlorandum

and:-

i. Granted policY aPProval lbr Kenya Airways and Kenya Airports

{

i: i?, t 

"'s 
()I i:l{ l

Authority to cntel'into negotialions witlr a vieu' to agreclng on a ll'arrcwork



ll.

Yours

to restore Nai bi as the civil aviation hub of choice in Africa, therebvcontributing t Kenya's economic competitiveness, with aviation being a
corridor for de elopment and technology transfer;

Noted that a
and approval

S bstantive Memorandum shall be submitted for consideration
ce the framework is agreed; and

iii. Directed the abinet Secretaries for National Treasury and planning;
Transport, In tructure, Housing, Urban Development and public Works
and the Attorn y General to take appropriate action.

I hope this confirmati
work.

will facilitate the work of the Departmental Committee in its

James W. Macharia,
CABINET SECRET

GH
Y

Copy to: Dr. Joseph Kinyua, EGH
Head ofPu ic Service
Executive lce ofthe President
State House
NAIROBI

Esther Koi ett, CBS
Principal
State Dep

retarv
ent for Transport

NAIROBI
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Kenya Airports Authority

KAA/MD/GC/ VOL. 3 (s)

9th April, 20 l9

The Clerk of the National Assembly
Clerk's Chamber's National Assembly
Parliament Buildings

P.O. Box 41842 - 00 100

NAIROBI.

C^,+t/
JON YA DERSEN

A AG G DIRECTO R/CEO

Head ()fficc, Airt)ort Nodh Road

I'.O. Box 19001 - 00501 Nairobi, Kenya
Icl: + 25.1 -020-Bl2llI /6611000/6612000
Faxi + 254 - 02O ' Il22O7B, 827 lO4
l rrtail: info@kaa.go.ke

www.k;ra.go.ke

t, b Cc;v^wl5

(o'l*^-" furJ
t

t5 c)t

.\-.-

r.t5

\-1}

1

Attn: Ms Serah M. Kioko

RE: INQUIRY INTO THE AV|ATION INDUSTRY tN KENYA By THE
DEPARTMENTAL COMMITTEE ON TRANSPORT, PUBLIC
\^/ORKS AND HOUSING

We refer to your letter Ref. NA/DCS/TPWH/CoRR/20 l91029 dated l.,April, 20 l9
on the above captioned subject.

Please find enclosed 25 copies of our report which contain responses to the specific
matters highlighted in your letter.

we trust that our report will be useful to the Departmental committee on Transport,
Public Works and Housing in undertaking this important inquiry.
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INQUIRY INTO THE AVIATION INDUSTRY IN KENYA BYTHE
DEPARTMENTAL COMMITTEE ON TRANSPORT, PUBLIC

WORKS AND HOUSING

RESPONSES BY KENYA AIRPORTS AUTHORITY

loTH APRIL, 2019
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BACKGROUND

ln a letter referenced NA/DCS/TPWH/CORR/2019/029 dated 1't April,
2019, the National Assembly's Committee on Transport, Public Work and
Housing requested for a comprehensive report from, amongst others, the
Kenya Airports Authority on issues relating to Kenya's aviation sector.

This reports contains responses on the specific issues addressed to the
Authority as well as additional information which may help the Committee
in its consideration of this matter of great national importance.

(A) HUMAN RESOURCE TSSUES

(1) What is the implication of the PIIP to the staff should it go as
proposed?

While the PllP envisages transfer of JKIA staff to a Special Purpose Vehicle,
the Authority's position is that the process will not lead to any job
redundancies or adverse changes to the existing terms and conditions for
KAA staff. This position has also been clarified by the Cabinet Secretary,
Ministry of Transport, lnfrastructure, Housing & Urban Development in a

press release dated 5th February, 2019.

(2) What is the current staffing formation structure for KAA?

An analysis of KAA's staffing levels as at 31't March, 2019 is provided in the
following table.

All staff in grades 5 to 9 are management staff. Grades 1-4 are non-
management staff.

HQs .IKIA MIA \^,AP EIA KIA MLO Others Total
Management t76 318 92 48 27 35 L2 44 7s3
Non/Management 40 675 L57 84 58 59 24 95 L,792
Total 2L6 993 249 132 85 95 36 139 1,945
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(4)

(3) What is the remuneration thereof for KAA staff?

An analysis of KAA's annual remuneration structure is shown below.

What is the status of the Case which is before the lndustrial
Court?

ln response to a Strike Notice by Kenya Aviation Workers Union dated
29'h January, 2019, the Authority filed a case (ELRC Case Number 58 of
2019) seeking to restrain the union from calling for the strike. This case is

currently pending before the Court. Temporary orders were issued on 5th

February, 2019 suspending the Strike Notice.

The Court directed the matter be referred to conciliation. Presently,
conciliation proceedings before the appointed Conciliation Committee are
on-going.

A Contempt Application filed by the Authority under the above case

reference has been withdrawn following advice from the Director of Public
Prosecutions.

Separately, the Kenya Aviation Workers Union filed a Constitutional
Petition (Number 57 of 2019) before the High Court contending the
proposed takeover of Jomo Kenyatta lnternational Airport by Kenya
Airways. The matter is pending in Court and is scheduled for directions on
4th June, 2019.

Category Amount (Kshs' Millions)

Management 2,3t6

Non-Management L,920

Total 4,236
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(B) rssuEs coNcERN To THE PEOPLE

(i) Did KAA undertake due diligence on the Kenya Airway's Privately
lnitiated lnvestment Proposal?

ln December, 2018, the Authority engaged a consortium of transaction
advisors comprising MMC Africa Law, KPMG and Saracen to provide a

broad range of transaction advisory services in relation to the Kenya
Airway's Privately lnitiated lnvestment Proposal, The scope of the
engagement includes due diligence and transaction support covering the
following key activities:

a Reviewing Kenya Airway's investment proposal as presented in the
PllP, Heads of Terms and Financial Model;
Advising on the legal and regulatory matters pertaining to the
proposed transaction including approvals to be secured by KAA and
assessing the potential legal and operational risks to be managed;
Assessing the financial deliverabilfty of the transaction including KQ's
legal, financial and operational capacity to enter into the proposed
transaction;
Undertaking due diligence on the proposed operating and
maintenance plans as well as the investment plan to assess their
adequacy in relation to the traffic growth assumptions made by the
proponent;
Reviewing the terms and structure of the proposed transaction and
conduct a scenario analysis of the different possible transaction
structures, evaluate and determine the deal structure that is most
beneficial to the Authority;
Undertaking a Fiscal Commitments and Contingent Liability analysis
of the proposed transaction under various transaction structure
options;
Reviewing and stress-testing the Public Sector Comparator, Value
for Money and affordability components of the financial model
submitted by the prospective concessionaire to assess the
robustness of the proposition.

a

I

a
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Reviewing the structure and adequacy of the consideration offered
by Kenya Airways, investigate and structure contingent payouts that
enhance value for money to the Authority;
Advising on tax structuring of the transaction itself and the
subsequent tax impact on the Authority;
Assessing and advising on matters related to possible staff
redundancy, severance and pension liabilities arising out of the
proposed transaction;
Carrying out environmental, social and economic analyses of the
project; and

Providing negotiation support throughout the deal execution phase.

Apart from a review of certain key KQ agreements, the due diligence phase
of the transaction advisory engagement has largely been completed. The
Authority has submitted a draft negotiation criteria to the PPP Unit and
awaits approval to proceed to the negotiation phase. The Authority is also
awaiting Treasury's approval of the PllP as envisaged under section 51(1) of
the Public Private Partnerships Act, No 15 of 2013 (the PPP Act).

ln the draft Negotiation Criteria, the Authority has, based on the due
diligence review, identified the following significant gaps which need to be
addressed as part of the negotiation process:

. KQ's capacity to undertake the PllP;
o Whether the PllP as presented provides value for money for KAA;
r Whether the PllP adequately complies with the viability gap funding

requirements set out in the PPP Act; and
e Closure of the financing gap left in KAA after concessioning out

JKIA's assets.

(ii) Did KAA respond to KQ's PllP?

KAA has not formally responded to KQ on the PllP as this process will be
informed by the outcome of the due diligence and negotiation processes
detailed above.

a

a

a
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(iiD Are the JKIA facilities operating within the required international
standards?

JKIA facilities are being operated within the required lnternational
Standards. This is evidenced by;

Provision of an aerodrome certificate by Kenya Civil Aviation
Authority, the industry regulator who ensures that the airport meets
the design, operations and safety management systems of an

international Airport; and

Certification by the US Department of Transport of JKIA as a Last
Point of Departure enabling direct flights from Nairobi to USA.

a

a

(2) What is the financial health
balance sheet (ii) Debts held
Equities?

status of KAA, in terms of (i)
(iii) Cash Flows (iv) Assets and

The audited financial position of KAA is summarized in the following table

30th June 2018

Kshs' Millions

3oth June 2017

Kshs' Millions

Fixed Assets 50,845 5r,643

Current Assets 31,935 23.030

Total Assets 82,780 74,674

Capital & Reserves 62,978 54,982

Airstrip Fund 2,301 t,367

Long Term Loans 8.997 9,824

Current Liabilities 8,504 8,501

Total Equity and Liabilities 82,780 74,674

The value of fixed assets shown above is based on a 2004 valuation which
therefore grossly understates the values of the underlying assets. The Authority
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is in the process of updating the valuation using Valuers from the Ministry of
Lands. Based on prevailing comparative values especially for its prime land, the
Authority expects the revaluation exercise to provide values well in excess of
Shs 1,000 billion for KAA's portfolio of land and buildings.

The long term loans balance comprises a World Bank loan (Shs 2.2 billion) and
AFD's loan (Shs 7.9 billion) whose proceeds were used to finance JKIA's aviation
infrastructure including financing the construction of Terminal lA.

lncluded under current assets are Cash and Bank balances of Shs 14.1 billion
which are held as investment reserves awaiting the financing of various priority
projects e.g runway upgrades, B-C-D remodeling, second runway and new
terminal building.

(3) What has been the total annual revenue generated by KAA for the
Iast three (3) years? What is the total annua! revenue projection for
the next three (3) years? What are the sources of the above
revenues?

An analysis of KAA's revenues both actual and projected is provided in the
following table.

aAi rts Autho Revenues Kshs in Millions

Airbrid e Cha es
Fuel U tift

Revenue ltem
Actual
201s/2016

Actual
2OL6l2Ot7

Actual
2OL7l2OL8

Projected
2OL8l2Ot9

Projected
2OL9l2O2O

Projected
2O2Ol2O2L

APSC 6,719 9,4229,567 L0.t47 9,063 9,063
Landing and Parking 3,032 3,274 3,557 3,6503,396 3,567

148 253 257189 252 253
299 372 319 649 335 558

Sub-Total 10,197 73,342 14,115 13,532 13,218 t3,997
Rentals 722 759 851 I,114 1,114 1,123
Concessions 1,488 t,701 1,880 1,539 r,434 r,737
Others 322 1,398 778 t,244 L,L24 L.474
Sub-Total 2,532 3,858 3,510 3,897 3,571 4,334
Total Revenues t2,729 L7,200 t7,624 16,889 18,332L7,429
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(4) What is the respective contribution of KAA to the economy in
terms of GDP?

According to IATA, KAA's contribution to GDP for the 20L7120L8 financial
year is quantified as follows:

lncome - Shs 18 billion
Corporation Tax - Shs 352 million
Capital expenditure - Shs2.7 billion

Spending Shs - 13 billion
Dividend to GOK Shs - 128 million
# of Direct Employment - t,946
# of lndirect Employment - 9,730

Proportional earnings from tourism
(964,0001 L,449,000). Shs 120 billion Shs 79.8 billion

KAA's contribution to GDP is estimated al L.02% based on proportional
earnings from Tourism.
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BACKGROUND TO THE PIIP

On 29th May, 2018, the Cabinet, through a Cabinet Memorandum CAB (18/28)
granted an in principle approval to Kenya Airways (KQ) and Kenya Airports
Authority (KAA) to develop and subsequently engage in a framework that will
lead to the optimization of operations of Jomo Kenyatta lnternational Airport
(JKIA). ln a letter dated 19th june, 2018, the Principal Secretary, Department of
Transport, Ministry of Transport, lnfrastructure and Urban Development issued

instructions to KAA and KQ to proceed with the implementation of the
Cabinet's directive.

PRTVATELY TNTTTATED INVESTMENT PROPOSAL (PlrP)

On 5th October, 2018 the Authority received a Privately lnitiated lnvestment
Proposal from KQ. The PllP has been anchored on the Private Public
Partnership (PPP) Act 2013 and broadly envisages the following transaction
structure:
o a 30 year concession framework under which KQ will seek, through a

special purpose vehicle (the Concessionaire), to manage and develop JKIA
at a fee (concession fee) leaving KAA to manage all other Kenyan airports
and airstrips;

r lnclusion of lKlA's aviation infrastructure in the concession as will be
enumerated in the Project Agreement upon conclusion of due diligence;

. Engagement by the Concessionaire of an external Airport Advisor to
implement world class solutions and airport management best practices;

e and KQ committing to meet minimum investment requirements as shall

be negotiated with KAA.

STRATEG!C RATIONALE

The rationale for the proposed transaction is the to implement Government
Policy which seeks consolidation of key aviation assets to realize significant
operational efficiencies and synergies, restoration of the aviation sector's
regional and international competitiveness, protection of lKlA's regional hub
status, improved diversification and utilization of JKIA resources and support for
KQ's turnaround programme. KQ is a key partner for JKIA and therefore its
success is aligned to KAA successes.
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The need for restructuring the country's aviation sector is underscored by the
fact that despite East Africa's national airports registering capacity growth
measured by Available Seat Kilometers (ASK) of nearly 41% between 2013 and
2017, JKIA's market share has been declining steadily from a high of 47o/o to 34o/o

as shown in the following chart.
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ln addition, KQ accounts for over 40o/o ol KAA's business and revenues. As at
31 March, 2019, KQ owed KAA in excess of Shs 5.54 billion in relation to
unpaid Air Passenger Service Charge, landing fees, rent and other charges. The
level of business and indebtedness demonstrates the extent of KQ and KA's
symbiotic relationship which could be enhanced for the benefit of Kenya's
Aviation sector through closer collaboration and partnership.

Cognizant therefore of the strategic contribution of the aviation sector to the
country's economic development, the need to protect JKIA's regional
competitive position and KAA's commercial interests, the Authority supports an

engagement with KQ that will result in the optimization of the country's
aviation assets.

Dar
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CHAPTER I. BACKGROUND.

o WHAT ARE THE PERSPECTIVES OF AFRICAN AND KENYAN AVIATION MARKETS?

AFRICA IS THE SMALLEST, HOWEVER FASTEST GROWING
AVIATION MARKET IN THE WOLRD.

According to lnternational Air Transport Association (IATA) Africa accounts today
for just 100 million passengers per year. This means that our market is characterised
by low load factor on average flight (% of seats taken) and consequently high ticket prices.

Prognoses show, however, that Africa will be the fastest growing market reaching
300 million passengers in 2035 (200% growth).

Figure 1 . Africa wilhin lhe global aviation market.
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ln terms of revenue it means only 27o share in global aviation market as shown below

Figure 2. Overview of the global aviation market (IATA)
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Figure 3. Worldwide aviation market grodh eslimates.
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. However, in terms of the
future prospects for Africa
the annual growth rate will
reach 5.1 % (highest in the
world).

. Fierce competition for this
developing market began a few
years ago.

. Decisions and actions
undertaken today will have
imminent impact on the outcome
of this rivalry.

. The next few years will
determine which airlines
dominate the African skies and
which ones are going to become
regional carriers feeding
passengers to the main hubs.
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Source: Kenya Aiways based oh IATA data

KENYAN MARKET IS AMONG THE MOST INTERESTING IN AFRICA OWNG TO:
1) A significant number of business travellers due to many companies in Kenya.
2) Liberalised market & no curr€ncy issues making it easy to start a business.
3) A market with a large number of premium leisure tourists.

The graph below presents IATA traffic forecast pro.iecting growth of passengers flow
to and from Kenya from various location all over the world in the perspective between 2017 and 2021.

Figure 4. Compound Annual Growlh Rale to and lrcm Kenya 2017-2021.
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Gl Kenya Airways

. At the same time, however, the conditions surrounding Kenya Airways (KQ) and JKIA
are alarming. Kenyan aviation as a whole is continuing to lose market share over last couple
of years to its competitors. Ethiopian Airlines (ET), which was half the size of KQ in 2010,
has grown exponentially in recent years. lt has outpaced KQ three times since then.
From 2015 to 2018 all competing carriers in the region increased their market share:
ET by 20'k, Qatar by 12o/o, and RwandAir by 22Y", all while KQ lost 4%.

. lt is best illustrated by the number of flights of African and other international airlines
across the continent as presented below.

Figure 5. Comparison of KQ and compeling ailines (number ol roules)
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Routes rn Africa 45 routes 77 routes 44 routes 23 roules

Flighls to Kenya 4 clarly l daily
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(NBO r\4BA)

Source: Kenya Airways

CONTRARY TO POPULAR BELIEF IN KENYA
KENYA AIRWAYS IS NOT THE LARGEST AIRLINE IS AFRICA.

KQ IS sTH IN MOST RANKINGS AND ITS POSITION IS GRADUALLY
DETERIORATING, MAINLY DUE TO EXPANSION OF RIVAL AIRLINES

The above mentioned situation can be illustrated by few simple facts:

,, Ethiopia expanded terminal of the Bole lnternational Airport and triple the airport's size
and can now accommodate up to 22 million passengers annually.
. Kenya's main hub JKIA is more and more congested and reaching its maximum

capacity of approx. 7.4 million passengers.

,, Ethiopian Airlines has approx. 100 aircraft and 59 on order.
. Kenya Airways has 40 aircraft and currently no aircraft on order

,r Rwanda is building new airport under the PPP framework with the capacity of twice
their current traffic.
. Cunently no major investments in expanding capacity of JKIA

,r Uganda has just ordered two aircraft indicating their interest in expanding their
market presence.

c With the help of their government Ethiopian Airlines is acquiring shares
and / or building strategic partnerships with other African Airlines:
. Rwanda - Ethiopian Airlines initially founded the airline, currently airlines signed

an agreement with RwandAir to operate in each other airspace becoming strategic
parlners;

. Ghana, Uganda, Zambia, Zimbabwe - Ethiopian Airlines is in talks with governments
to assist them establish new national carriers,

. South Sudan - Ethiopian Airlines signed a Memorandum of Understanding with the
government to set up national carrier,

. Nigeria - Ethiopian Airltnes has been shortlisted by the Nigerian government
as a possible strategic partner for a national flag carrier;

. Togo - ASKY hub, Carrier is 40 % owned by Ethiopian Airlines

. DR Congo - ongoing discussions of Ethiopian Airlines with Congo Airways to expand
cooperation further;

. Malawi - main base of fvlalawian Airlines with 49 % of Ethiopian Airlines stake.

3
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WHY IS AVIATION SO IMPORTANT FOR GROWTH OF THE COUNTRY?

KENYA IS LOSING MARKET SHARE TO ITS COMPETITORS.
IN CASE OF NO POSITIVE CHANGES, THE WHOLE MARKET GROWTH

WILL BE CONSUMED BY FOREIGN AIRLINES.

. Given the important contribution of airlines to the GDP of a country, ma.lority of African
and Middle Eastern carriers have opted to use their airlines and airports as an instrument
of economic development and geopolitical presence, rather than as an instrument
to maximize the benefits and dividends for airline shareholders.

. KQ competes with airlines who's mandate is to grow the economy rather than focus
on the profit. These airlines are strongly protected by their governments, and as such
they run national hubs with the same goal.

Figure 6. Major benefits of growing aviation market for lhe Country.
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. Aviation has a huge impact on global economies as illustrated by following figures

Figure 7. Majot benefits of growing avialion markel worldwide view.

Simple comparison of impact of the national airline, it is clear that some of the countries have
benefited more than Kenya from their aviation assets as shown in the diagram beiow.

Figure 8. Comparison of GDP impact of KQ and selected airlines.
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\- WHY IS KENYA LOSING AGAINST RIVAL COUNTRIES?

. The Kenyan aviation sector is facing a steady decline, characterised by the turbulence
experienced by the national carrier as well as loss of business at Jomo Kenyatta
lnternational Airport (JKIA) to other competing hubs.

r Key reasons for this situation have been presented on the graph below:

Figure 9. Key reasons for Kenya losing ils position in aviation.
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KQ's main competitors (Ethiopian, RwandAir, and the 3 Gulf carriers) are all 100%
state-owned. All have engaged in aggressive growth strategies focused on volume and market
s hare.

ALL COMPETITORS OPERATE IN AN INTEGRATED MODEL WITH THE AIRPORT HUB.
KQ IS THE ONLY AIRLINE INTERESTED IN DEVELOPMENT OF JKIA.

The Ethiopian Airlines Group merged with the Ethiopian Airports EnterPrise (EAE)
forming the Aviation Holding Group with a regulation approved by the Council of l\4inisters
(CoM) on July 14,2017 .

ln early 2007, Egypt Air Holding Company partnered with the Egyptian Ministry of Civil
Aviation and Egyptian Holding Company for Airports & Air Navigation to form a new
corporate entity, the Smart Aviation Company.

Figure 10. Examples of integralecl airporl - airlines model.
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. ln particular it means that:
. Those airlines have much lower overheads (e.9. landing fees, fuel costs);
. Countries support airlines in financing fleet growth;
. The productivity of their staff is much higher;
. They do not have a risk of strike or any other form of industrial action.

This aspect has a double consequence from financial and operational perspective for the
passengers - lower ticket prices and no strike disruptions which are very costly.

. Operating in the integrated airline- airport model has a huge impact on the performance.
From practical perspective lt means that every time KO plane lands in one of the foreign airports
all KQ charges are helping to lower the costs of competing carriers. Through fuel distribution
costs, handling services, maintenance and many other services that KQ buys in other airports
its costs are higher than the cost of competition. On the other end, when competitor planes
land in Nairobi very limited stream of income goes to KQ as KAA and all the airport
suppliers are not linked to KQ through any equity or exclusivity contracts.

Figure 11 Scheme o, cross-subsld/smg ln airport - airline model.
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AS A CONSEQUENCE, ALL COMPETING AIRLINES HAVE A PREFERENTIAL
TREATMENT IN THEIR OWN HUBS WHICH LOWERS THEIR TICKET PRICES

KQ gets no preferential treatment in its own hub of operation, even though
it is responsible for around 50 - 60% of overall traffic at JKIA. Considering this,
KO will never be as competitive as other airlines and will continue to lose market share
and generate losses.

Figure 12. Share ot KQ's tlights in overalltraflic al JKIA. '
KQ's operations account for:

National airline should be granted incentives to grow
its network and feet.
Airport hub should have the same set of goals as the natiohal
airline and not opposite (as today).
BOTH NATIONAL AIRLINE AND AIRPORT HUB SHOULD WORK
FOR THE BENEFIT OF THE COUNTRY.

A good example of the current, unfavourable situation in Kenyan aviation is the declining share
of KO cargo against other competitors. lt has been presented on the graph below:
Figure 13. Share of cargo at JKIA (2O17).
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KQ AND JKIA MUST EXIST IN SYNERGY.
SHOULD KQ COLLAPSE OR LIMIT ITS OPERATIONS

JKIAWILL BE DOWNGRADED TO REGIONAL STATUS

. Even today, Jomo Kenyatta lnternational Airport itself is losing its regional importancG.
As it is illustrated on the graph below, since 6 years the position of JKIA is decreasing and Addis
Ababa and Kigali airports are growing their traffic very fast.

Figure 14. Share of selecled airpotls in the East Africa market.
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Source: Kenya Aitways basad on Kenya Airyotls Aulhotily data

o To fully understand the impact of the national airline on the airport hub, it is worth analysing
the historic examples of airlines that collapsed.

Figure 15. lmpacl of a nalional airline on the airport's (hub) operalions - Belgian Sabena Ailines oxample.
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Source: Kenya Aitways (based on wikipedia dala)

LAST BUT NOT LEAST, KENYA OPENED ITS AIRSPACE
TO THE OTHER AFRICAN STATES

THROUGH THE SINGLE AFRICAN AIR TRANSPORT MARKET (2015).

Africa does not have a functioning competition regime to ensure a level playing field for KQ and
JKIA. Kenyan aviation players, therefore, face imminent danger of being pushed out of the
market by competitors, who benefit from market protection or government subsidies, without an
avenue for recourse
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H WHAT CAN BE DONE AT JKIA TO INCREASE ITS COMPETITIVENESS?

. KO as JKIA's the biggest custonler has made numerous observations and has come up with
ideas which can impact the airport's operatrons and customer experience in a very positive way.

Figurc 16 JKIA is key lssues lo be solvcd in lhe futue

MAXIMUM CAPACITY

ALRCAOY ACHIEVED t./\ UNIINTE6RATED TERMINALS
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--6lnl f
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FROM IHF AI'NWAY

NO SLOIS MANAG€MENT Eiq

lnsufficient investments in JKIA Assets. Tt]e current state of JKIA infrastruclure is defective
and insufficiently mainlained. These technical defects are visible to airport passengers, limiting
their satisfaction, and reducing potential revenues from transiting passengers.
Poor maintenance causes capacity shortages due to the low reliability of operational assets.
It is estimated that a minimum budget of USD 20 M - 25 M is needed to rehabilitate
the infrastructure.

Temporary lnfrastructure. Some of lhe critical infrastructure elements are temporary and
have a Iifetime up lo 2024. These temporary facilities do not have internationally acceptable
level of service quality and ambience standards. lnvestments at tlte airporl are lherefore badly
needed as without it JKIA capacity will reduce to 5M from the current 7.2 M, representing
a 30% drop. lt relates mainly to the temporary terminals, such as 1E.

Disconnect Between Terminals and Concessionaires. ln practice, JKIA operates as six
independent airports - terminal burldrngs are not integrated and use different lT and airport
technology systems. Onlv f ermrnal 1A is oartiallv aulomated , while the remainrnq termtnals
relv on manual orocesses (e.9. lack of automated baggage handling systems in Terminals 'l B,
1C, 1D and 1 E). Moreover, no lT svstem moni lors the sales of concessionaires in the different
terminals other than 1A

KQ AND KAA SHOULD JOINTLY WORK TO RESOLVE THE ABOVE ISSUES
WHICH WILL SIGNIFICANTLY IMPROVE OPERATIONS AT JKIA

AND INCREASE THE COMPETITIVENESS OF KENYAN AVIATION

Faulty Revenue Structure. Well-managed international arrports have a revenue splrt of 60:40
between traditional aeronautical sources (landing fees, Airport Pax Service Charge) and non-
aeronautical revenues (dutyjree shops, concessions paid by the airport operators, ground
handlers, and fuel providers, among others) oproximate 8'1 :19 solit

I

JKIA'. KEY I EFFICIENCIES IO AODRESS

It has been presented on the graph below
JKIA currentlv has an a
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Figure 17. Current structure of revenues al JKIA

JKIA revenue structure

Non-aeronautical revenue
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19Yo , Landing charge

, Air Passenger service chalge

. Parking charge

' Fuelling revenue (JKIA margin)
and fuelling uplift fee;

' Airbridge revenue.

Aeronaulical revenue

Figure 18. Revenues slructure of successru/ internalional aipotls (2015)
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IT IS CRUCIAL TO GROW NON-AERONAUTICAL REVENUE
IN ORDER TO BE ABLE TO BALANCE THE REVENUE STREAMS AND DECREASE
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Source: lnternational Journal of Academic Research in Buslness and Socla/ Sciences 2O17, Vol.7, No. 7 ISSN
2222-6990 287

Ag.otautlol revenue comprise:
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CHAPTER II. OUESTIONS ANO ANSWERS

i*i WHAT IS IMPLICATION OF THE PROJECT TO THE JKIA STAFF?

THE PROJECT WILL RESULT IN INCREASED EMPLOYMENT
IN AVIATION.RELATED AND OTHER INDUSTRIES.

THROUGH CREATION OF BETWEEN 25,OOO - 3O,OOO JOBS FOR KENYANS

THERE WILL BE NO JOB LOSSES TO THE CURRENT JKIA EMPLOYEES

KQ, will need the current JKIA staff to operate the Airport. As traffic grows, more will be required.
We envisage the creation of between 25,000 - 30,000 jobs through establishing a Special Economic
zone around JKIA. (See graph below)

ln the PllP, KQ has proposed the following high-level solution towards staff-related matters:

' KQ commits to second all the current JKIA staff to the SPV on the equal terms as currently
at KAA for a period of 1 2 months,

- After the secondment period, KQ will transfer employees to SPV;

Figure 19. Projection of employmenl at JKIA wilhin lhe Projecl limeline

Forecasted Number of Employees
required by the SPV (2019-2049)

3,049 Employ6es

h 2050

950 Employ6os

n 2019

Frnher g,oi,.lh ollra{fE rgqures
€mp oym€ nl ol adddronal sta lr

lnirial slo$ onrploymonl 9roq4h
du. lo lncr.asod elrlcl.n.y

Source: Kenya Airways

KQ commits to second
allthe current JKIA staf,

to the SPV for
a minimum of 12 months

A twofold increase
in employment is forcasted
over the concession period
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WHAT IS CURRENT STAFFING FORMATION STRUCTURE FOR KQ?

LOOKING AT THE EMPLOYMENT STRUCTURE AT KQ, WE MUST REMEMBER
THAT KQ IS A GLOBAL COMPANY OPERATING ON A COMPLEX AIRLINE MARKET

WHERE WORLDWIDE STANDARDS MUST BE FULFILLED.

. KQ employs as of today around 3,700 employees.

. The following graph presents structure of KQ employment as per organisation structure

Figure 20. KQ employmenl slructure per funclion
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Source: Xenya Airways

As a Kenyan company operating in a global aviation market that is complex and highly
competitive, KQ requires global perspectives and experience to be relevant and competitive.
It is therefore important to infuse local and international talent.

Overall, currently KQ employs 14 expatriates, including secondmenls, out of the total number
of 3700 employees. This is less than 0.4% of the entire KQ staff.

Of the 14 expat mployees, 2 are KLM managers seconded to KQ. They are occuPying
senior positions: The Chief Operations Officer and the Head of Global Sales. Although they
work for KQ, they remain KLM employees.

Of the Top 50 managers 5 are expatriates, representing just 10% of the leadership team.
This means our company is run by a strong contingent of Kenyans who represents
90% of the highest positions in the company.

The graph below summarises the share of expatriates in overall KQ employment.

Figure 2l. Number of loreigners employed by KQ
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% share in KQ
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+ WHAT IS THE REMUNERATION OF KQ STAFF?

. The airline business is highly dependent on various cost categoriss which impact the overall
profitability of the company.

. ln particular the airline's performance depends on key factors:
. Volatility of fuel prices in the global markets,
. lmpact of Direct Operating Costs lncludlng categories such as lechnical maintenance

of the fleet, landing and navigation costs, distribution costs etc.
. Costs of staff in particular cockpit and cabin crew,
. Costs of fleet ownership (leases)-
. Finance costs which in KQ's case represent oblagations to lenders.

. The graph below present the average costs structure based on KQ data:

Figure 22. Cost structure of an airline (% of total costs).

lOOo/o

. As indicated in the graph above, the remuneration of the airline's staff constitutes a significant
cost of operations accounting for 19% of total costs.

. Average remuneration levels in KQ shall be considered per key function in the airline due to the
dlfferences in salaries. Please find below the average monthly salary per each key group
of employees.

Figwe 23. Kenya Airways average monthly salaries.

Kenya Airways
T/,.12.L/. 1 '1V.;^

While signiflcant salaries of the pilots are not unusual in the airline industry due to very influential
trade unions and political pressure on national careels (the situation is completely different
in privately owned and low-cost airlines), iemuneration of the Kenya Airways' pilots
is substantial even in comparison to their counterparls from wealthy, developed
economies (see below).

KENYA AIRWAYS TOTAL COST
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Figure 24. Average monthly salary of KQ wide body caplain compared to other airlines (peer group compaison)
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Figure 25. KQ pilols average total monthly salary vs. other seclors in Kenya
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KQ Captain earns on average 11x more than average employee in other high salary sectors
& 29x more than the private sector average

Unfortunately, the pilots' remuneration is not in line with their productivity as shown below.

Figure 26. Comparison ot pilot productivity among diflerent airline
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g IS KQ A PUBLIC OR PRIVATE COMPANY AND WHO ARE THE SHAREHOLDERS?

KENYA AIRWAYS PLC IS A PUBLICLY LISTED COMPANY
wtTH GOVERNMENT OF KENYA (GOK) OWNTNG THE MAJORTTY OF SHARES

The current KO shareholding structure is the result of the process of financial restructuring
which was completed in November 2017

The actual shareholding structure of KQ is presented on the graph below:

Figure 27. KQ shareholding slructure

@Kenya Airways Current shareholder distribution & origin-O* / 2->r" .-/ ,.1/,;.-,

GOVERNMENT OF KENYA

KO LENDERS (2017) LTO
(consortium of Kenya Banks)

MINORITY SHAREHOLDERS
(through Nairobi Securities Exchange)

KO EMPLOYEES
(employee share ownership scheme)

KLTVI

A GREAT MAJORITY OF SHAREHOLDERS REPRESENT KENYAN CAPITAL

KQ Lenders (2017) Ltd. is a company established by a consortium of Kenyan Banks
The consortium includes in total 10 banks as mentioned in the table below:

Table 1. Banks in the KQ Lenders (2017) Lld. consotTium

6

7

8

9

a

3

4

5

Kenya Commercial Bank T€rm

Equity Bank

Ecobank

CBA

NIC Bank

Chase

Cooperative Bank

r&M

National Bank

Diamond Trust

Financial instltutionNo No. Financial institution

10
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THE GOVERNMENT OF KENYA (GOK) SHARE OF INCREASED SIGNIFICANTLY
AS A RESULT OF THE FINANCIAL RESTRUCTURING (2017)

Current and previous KQ shareholding structure has been presented in table below:

Table 2. KQ shareholdets slructure currenlly and prior to financial reslructuring

CL- D-|t" .f AAL-

rffi
1 Government of Kenya

2 KQ Lenders 2017 Lld

3 KLM

4 Minority Shareholders.

5 ESOP (Employee Share Ownership Plan)

- Total

29.9Yo

26.70k

43.4o/o

0.1%

100.0%

ft

'The 2.8% minority shareholders conslsl of apprcximately 75.000 individuals who obtained lheir sharcs via

Nairobi Securities Exchanga.

WHAT IS THE IMPACT OF FUEL HEDGING ON KQ PERFORMANCE?

FUEL HEDGING - CONTRACTUAL TOOL USED BY AIRLINES AS AN INDUSTRY
STANDARD TO REDUCE EXPOSURE TO VOLATILE FUEL PRICES

. Jet Fuel prices are volatile. Uncertainty can create significant cash flow challenges
as seen in figure below. Since jet fuel costs constitute up to 40% of direct operating costs of the
Airline there is therefore a compelling reason to manage the jet fuel price fluctuation risk through
hedging.

Figure 28. world Oil/fuel price changes 201 2019
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The current KQ fuel hedge was arrived at following exhaustive negotiations lasting
over 6 months and a careful market analysis. This also involved requisite board
approvals.

The fuel hedge in place at the moment is 'Plain Vanilla', the most basic/standard of fuel hedging.
It is simply an insurance product that guarantees KQs purchase of fuel at a set price while
protecting it against rises above a certain price.

KQ's FUEL HEDGING POLICY lS NOT GAMBLING ON FUEL PRICES.
IT RESEMBLES CAR INSURANCE - KQ PAYS PREMIUMS TO INSURE AGAINST FUEL

PRICES BEYOND A SPECIFIED RATE. IN THE EVENT OF A RISK EVENTUALITY
THE AIRLINE IS CI.JSHIONED AGAINST LOSS.

Figu(e 29. Fuel hedging model explained

Fuel budget line

Actualfuel orice-., ,.a /al

April

I
Herlge fuel price

November December January Febrr:ary Marclr

I
I

lnsurance premiums only

Fuel cost saving + insurance premium

ln the current fuel hedging model the term is 12 months as compared to the older hedge that
was 24 months. The initial hedged volumes stood at 41% of the total volumes with a maximum
of 65%, the cunent hedged volumes stand at 5570.

KENYA AIRWAYS IS BENEFITING FROM FUEL HEDGING
AS THE CURRENT FUEL PRICES ARE ABOVE $70 AND 55% OF OUR VOLUMES

ARE HEDGED AT RATES LOWER THAN $68

The Airline is expected to reap benefits in the month of April going fonrryard as the fuel
curve projections point to an increase in prices. Therefore KQ is not haemorrhaging
cash through fuel hedging.
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WHAT IS THE IMPACT OF AIRCRAFT LEASES ON KQ PERFORMANCE?

AIRCRAFT LEASING IS THE MOST COMMON PRACTICE TO ACQUIRE FLEET
IN AIRLINES ALL OVER THE WORLD

. Much as outright purchase is an option in acquiring an aircraft, it is not a wise and financially
sound option The core competence of an airline is flying and not owning assets and tying up
money in the form of aircraft.

. To put the above into perspective, figure 30 here below details the average costs of aircraft
in the Kenya Airways fleet.

Figure 30. Average cosls of aircratl in lhe Kenya Atrways Fleel

Boeing 777-300ER
S:l /5-5 nrilliorl

Boeing 787-B
S24a :i rnillion

Boeing 737-B00NG
S10(;1nrilli,)ri

Boeing 737-700
: ji,_r I rnillia)rl

Embraer E 190
S.l2 l] rillio r r

Much as the average life span of an aircraft is 30 years which from an uninformed
perspective would make outright purchase of an aircraft an attractive option, there are several
factors that inform otherwise. One is the huge capital outlay, the other is that the older an aircraft
is, the less efficient it is, this is both fuel and maintenance wise. ln addition, passengers prefer
to fly on newer aircraft.

OUTRIGHT PURCHASE OF AN AIRCRAFT IS AKIN TO SPENDING MILLIONS TO PURCHASE
A HOUSE THAT YOU WILL EXIT IN 1O YEARS OR LESSER WHILE YOU COULD PAY RENT

ON A MONTHLY BASIS

Figure 31. Estimated cost of purchasing 37 new aicrclt resembling current Kenya Airways tleel (excl. 3 freighlers)

+
+
+
+
+

USD
$4.868E}n

Kshs.
486.4 Bn

ot

16%
ol Kenya s 2ola/2o19 Nalional b1l.lgol

It is for the above reasons that airlines prefer leasing as opposed to outright purchase
The figure below better illustrates the benefits of leasing as opposed to outright purchase.
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Figure 32. Benefits of leasing an aircratt versus outright purchase
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o lt is worth noting that leasing is not a case unique to Kenya Airways, but lt is the trend world
over and more so in airlines that are a lot larger than Kenya Airways both in terms of fleet,
revenue, as well as passenger numbers as evidenced by figure below.

Figure 33. Major airlines leased aircratt as a percentage ot tolal aircrafl

dL
E##ru,

62%

A DELTA

22%

A,IRFRANCEKLM
GROUP

Boeing 777-300 ER
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Bo6ing 737-800
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IN TERMS OF ACTUAL NUMBERS KENYA AIRWAYS PLC HAS A FLEET OF 40 AIRCAFT:
20 AIRCRAFT ARE OWNED BY KQ, 20 ARE UNDER OPERATING LEASE

Table 3. Kenya Airways fleel breakdown

2

3

o

2

,1

6

:Wfr *"l.l.1i-ri"*+ii:,*su;sffffi

The lessors in the case of Kenya Airways PLC operating leases are renowned international
companies, that manage a fleet of hundreds of aircran. Their breakdown is shown
ln Table 4 below.

.4.
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Iable 4. Lisl oflessors of 20 aircrafl under operating lease

Aviatlon CapltalGroup Calilornia, USA

GE Capltal Avlation Services (GECAS) Dublin lreland
& Connecticut. USA

at. / )-tr. .f ,\/,;.,

297

931

China Oevelopment Bank (CDB) Leaslng

MACQUIRIE AlrFinance

Goshawk Aviation

AERCAP

Dubal Aerospace Enterprise (DAE)

Bank of Chlna (BOC) Aviatlon

Cross Ocean Partners

China Dev6lopmont Bank (CDB) Leasing

Nordic Aviation Capltal

Boeing 787-8

Boelng 777-300

Embraer 190

Tsavo Ltd Loan structuro financed by
. City Bank NA
. JP Morgan Chase bank
. Afrexim Bank

Beijing, China

Sydney, Australia

Dublin lreland

Dublin, lreland

Dubai, UAE

Singapore

London, UK

Beijing. China

Billund. Denmark

@*-rl::ytl

151

202

223

1,153

350

285

N/A

151

468

3

,|

1

1

1

2

,|

,|

1

2

1

5

Boelng 737-800

Boeing 737-800

Boeing 7E7-8

Boeing 737-800

Boeing 737-800

Boeing 737-800

Boeing 7E7-E

Boeing 787-8

Boeing 777-300 ER

Boeing 737-700

Boeing 777-300 ER

Embraer 190

. The 20 aircraft owned by Kenya Airways are either fully paid for or under loan structures
financed by renowned financial institutions

fable 5. List of aircraft owned by Kenya Aitways and their financing

6

1

10 @1xa"y" a,*"ys
Samburu Ltd Loan structure financed by:

. Standard Chartered Bank lntl

. Afrexim Bank

Boeing 737-300 3 @.x,"!:1!iii!: Fully paid for

It is worth mentioning that due to current network structure, specific commercial needs and cos!
efficiency analysis, Kenya Airways decided to sublease three of the 777-300ER to Turkish
airlines and one 787-8 Dreamliner to Oman Air to avoid the burden of costs of aircraft that can't
be utilised efficiently at the moment.

ARE THERE ANY OTHER AIRLINES THAT LEASE AIRCRAFT DIRECTLY
FROM MANUFACTURERS?

No, there are not. Manufacturers are not involved in leasing as it is not their core activity
Leasing of aircraft is solely the work of leasing companies and banks.

Fleet OwnerNumber
nes

Financlng
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WHAT WERE THE PROCUREMENT PROCEDURES FOLLOWED IN THE PROCESS
OF ACQUIRING AIRCRAFT?

Acqursttron of an arrcraft rs pegged on several determrnants, frnancrng optrons, current fleet mrx,
malntenance and reparr costs, changes rn technology, network plan etc

r Currently there are only 2 manufacturers of wide body aircraft; Boeing and Airbus
Therefore, rf an arrlrne wants a wrde body lleet then the optrons are narrowed down to rust the
two ln the case of KQ, Arrbus rs less preferred optron srnce we do not have an exishng Arrbus
fleel The costs of acqurflng and establrshrng trarnrng marnlenance conversrons etc. would far
outwergh any benefrts rn acqursrtron costs rf any ln the case of Narrow body fleet, the only other
fleet model outsrde Boerng rs the Embraer

. The nature of the rndustry rs such that the market rs olrgopolrstrc and there are very few chorces
to choose from

. Regardless, the fleet acquisition process in KQ is well-structured and takes at least two
years on average. Careful research and plannrng are the key for such an rmportant busrness
decrsron The process rncludes the followrng frame steps
. Determrnatron of the need to acqurre arrcraft (network groMh, new destrnatrons,

marntenance and reparr, busrness strategy)
. Determrnahon of the lleet ftnanctng strategy
. Floatrng an RFP to lessors rn the market wrth the KQ specrfrc arrcraft requrrements
. Consrderatron of proposals recerved to RFP rn Ine wrth KQ requrrements Rankrng

and selectron of the proposals
. Engagement rn another round of proposals wrth a select number of lessor who meet

the cfltena set rn the RFP Thrs second round ensures that specrfrc requrrements rn the RFP
are met

. KQ proceeds wrth face to face drscussrons wrth all pre-qualrfred, shortlrsted lessors

. KQ selects the number of lessors that adequately meet all the crrtefla set
and tables a detarled memorandum to the KQ Board for approval to commence lease
negotratton

. KQ proceeds to enter a Letter of lntent (Lol) wrth the frrst lessor rn order of rankrng

. Upon mutual agreement of the lease terms KQ and the lessor agree and stgn a lease

. After the lease srgnrng KQ proceeds wrth arrcraft conflguratron actrvrtres awartrng delrvery

. Followrng completron of all arrcraft confrguratron actrvrtres, KQ undertakes delrvery
acceptance that rnvolves rnspectron by a multr-drscrplrnary team that rnvolves even
the regulators, KCAA

WHAT IS THE FINANCIAL HEALTH STATUS OF KQ?

DESPITE THE LACK OF STRUCTURAL SUPPORT TO KQ, THE AIRLINE CONTINUES
ITS TURNAROUND EFFORTS AND IMPROVES FINANCIAL RESULTS

ln recent years, Kenya Arn'rrays PLC has expeflenced ftnanctal dtstress that culmtnated
rn a sefles of poor frnancral results that topped a record KES 26 2bn (US$258m) for 2015-16
frnancral perrod

However, dragnosrs of the root causes lard Iundamentals to the turnaround plan, currently betng
rmplemented rn KQ The prrme goal of thrs program ts to achreve operal,onal profrtabtltty
and rn the long run, abrlrty to generale profrt before tax and drvtdends for rts shareholders
Current restructuflng actrvrtres are carned out rn three ma,or areas
. Boostrng revenues,
. Cost reductron,
. Effrcrent governance
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Over the last two years KQ significantly improved ats financial results which can be best
illustrated by the measure of operational profitability as it was presented on the graph below.

Figure 34. Operating protit / loss and prolit before lax (2014 - 2017).

Source: Kenya Atways

KQ financial results are subject to Capital Markets Authority (CMA) regulations and
therefore full 2018 results will be published only by the end of April 2019. However,
January - June 2018 results showed that the Company improved its financials even
further.
Figures below illustrate improvement in most of the financial measures as well as operating
statistics.
Figure 35. Kenya Airways Half Year 2018 Resulls - Financial Performance (29 Augusl 2018).
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Source: Kenya Airways

Figure 36. Kenya Airuays Half Year 2018 Results - Achievements (29 August 2018)
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Despite unfavourable exlernal and internal conditions, in the first half of 2018 Kenya Airways
generated revenue of 52 billion KShs. At the same time, our cost base has been significantly
impacted by the rising fuel prices in the global markets - the key costs driver for all airlines.
However, thanks to hardworking KQ managers and employees the Company has managed
to amortise this growth through reduction of costs including Direct Operating Costs
and Overheads. As a result, KO has ended up first half of 20'18 with 1 billion KShs of operating
loss and 4 billion KShs of profit before tax. All these figures have been presented on graph
below.

Figute 37. Kenya Airways Half Year 2018 Results - Key financial ligures (29 August 2018)

r-
Revenues Costs Results
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It is worth mentioning that KQ is subject to numerous fees and levies paid both to KAA
and the Government of Kenya (GoK).

KQ payments to KAA for various types of services stand for a significant portion
of the KAA's profit & loss statement. At the moment, KAA charges KQ annual fees of up to
ca, USD 22 M annually. That amount is a sum of the following costs:
. Landing fees: USD 16 M;
. Buildings rent and utilities: USD 4 Mt
. Concession: USD 2 M.

Furthermore, KQ pays KAA the Airport Pax Service Charge (APSC) that is dependent
on the number of passengers departing from Kenya with the airline. ln KQ's case that fee
amounts to USD 43 M annually, accounting for approximately 50% of JKIA's total revenue from
APSC per year.

ln addition, KQ is charged various taxes and levies by Kenya Revenue Authority (KRA). lmport
Declaration Fees and Railway Development Levy (RDL) are just an example. Annual
contribution of KQ in terms of taxes has been presented on the graph below.

Figure 38. faxes paid by Kenya Airyays

Annual Taxes Paid:ir (million USD) ros,3
9 3.3

rr, 35'8
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Source: Kenya Airways.
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The graph below illustrates other requested financial data for a period of January - June 20'18
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Souce: Kenya Airways.

. Finally, the securities breakdown for the EXIM bank and Local banks loans is illustrated
in the next figure. The local banks securities breakdown is as follows: $175mn in the form
of working capital and $50mn as a mandatory convertible note.

Figure 40- {Os.,ir't/ilat (:,) O;t,' .ii ;r,- llr:]:ie itlrd F:ir./r( e le.trc l.rlrl
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WHAT IS THE CURRENT AND PROJECTED LEVEL OF KQ REVENUES?

The total revenue of every airline consists of various sources: passengers revenue, cargo and
other services offered to customers.

Passenger revenue accounts for the lion's share of KQ's revenues. The second biggest
category is naturally cargo both the freighter and cargo belly. These two categories
are supplemented by a limited scope of services provided mostly at JKIA - ground handling
and maintenance.

The graph below illustrates the structure of revenues based on KQ data:

#
Source: Kenya Aituvays
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Figure 41. Slruclurc of KQ revenue
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The graph below illustrates the actual revenue figures along financial yearc 2015 - 2O17
and Hl 2018.

Figure 42. KQ revenue in financial yearc 2015 - H1 2018

Half-Year 2018

Source: Kenya Aitways.

. Based on strategic aoals and drivers identified as crucial for efficient turnaround process,
KQ developed a s-year plan built on realistic assumptions towards revenue increase
and costs reduction.

. The key element of the S-year plan is the new fleet plan and network approach
based on airline data and algorithms. The key assumption of this bottom-up analysis
is maximisation of revenues and profitability through:
. Efficient network planning including closure of unprofitable routes, launch of new

prospective connections as well as upgrade or downgrade of equipment used to operate
flights;

. lncreased network connectivity resulting in growth of number of passengers carried
on Kenya Airways flights;

. lncrease of average yield including introduction of new high-coupon value destinations.
. As a result of these actions KQ plans to significantly increase its passenger numbers

and consequently revenue levels. The graphs below illustrate this prognosis.
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Figure 43. Projected growth of KQ revenue.
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11th April 2019

Your Ref : NtuDCS/TPWH/CORRy201 9/029

Mr. Michael Sialai, EBS
Clerk of the National Assembly
Clerks Chambers, Parliament Building

',tLANAIROBI
t1l4\>/

,\..Dear Sir,

RE: FURTHER RESPONSES TO THE DEPARTMENTAL COMMITTEE ON
TRANSPORT, PUBLIC WORKS AND HOUSING.

Following our appearance before the house Departmental Committee on Transport, Public
Works and Housing on the 09rh April 201 9 at 1400hrs, Kenya Airways PLC was requested
by the committee to furnish them detailed responses on the following areas;

1. The Organizational Structure of Kenya Airways PLC.
2. The detailed Kenya Airways PLC remuneration structure.
3. The annual aircraft leasing costs.
4. Ownershrp/directorship details of Tsavo and Samburu Limited

ln response to the above, please find attached the same information in the form of a
detailed report. The information provided includes;

1. Organizational structure of Kenya Airways PLC top management detailing both
expatriates and Kenyan staff.

2. Detailed remuneration structure of all Kenya Airways PLC staff and the proportion
of the each in respect to the total payroll.

3. The annual aircraft leasing costs.
4. A detailed of the shareholding and directorship (where applicable) of Samburu and

Tsavo Limited.

We remain available to respond to any further queries the Depa ntal Committee may
have on any of the above issues

Yours sincerely,

Ii.-,)

,B

O. Box 19002.0O5O1

NATIONAL ASSE
RECEIVED

,!Z 
APR 2O1I

SENIOR DEPUTY CLERh
J. W, N.

MBLY

P. O' Box {I842.00 r NA]ROBI

Kenya Airways Headquarters,
Airport North Road,

fet +254 711 022149
+254 724102149

4p,?
?0p

Ndirobi, Kenya
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Dated the.....I[).....u"r,r.. l.\irl..r01e at ELDoRET

TO: The Clerk Kenya National Assembly
Parliament Buildings
P.O Box 4L842 - 00100,
Tel: (254-2) 2221297 or 2848000
Fax: (254-212243694
NAIROBI KENYA

n. Abdullswamad Sharrif Nassir MP
Chairperson Public Investments Committee
The Clerk Kenya National Assemblv
Parliament Buildines
P.O Box 47842 - OOTOO

Tel: Q54-212227297 or 28t18000

Fax: (254-212243694
NAIROBI, KENYA

RE: SUBMISSION OF MEMORANDUM TO THE NATIONAL ASSEMBLY ON

THE TAKEOVER OF AIRPORT MANAGEMENT FROM KENYA AIRPORTS

AUTHORITY (KAA) BY KENIYA AIRWAYS(KO)

BY

THE COUNTY GOVERNMENT OF UASIN GISHU



RE: SUBMISSION OF MEMORANDUM TO THE NATIONAL ASSEMBLY ON THE
TAKEOVER OF AIRPORT MANAGEMENT FROM KENYA AIRPORTS
AUTHORITY (KAA) BY KENYA AIRWAYS(KO)

The Constitution of Kenya, 20L0 creates a decentralized system of

government wherein two of the three arms of government; namely the

Legislature and the Execu tive are devolved to the 47 Political and

Admrnistrative Counties as provided for under Article 6 and specified in

the First Sclrcdule.

The objects of devolved governments as per Article 174 of the ConstittLtron

are; to promote democratic and accountable exercise of porver; to foster

national unity by recognisrng diversrty; to give powers of self-governance

to the people and enhance the participation of the people in the exercise of

the powers of the State and in making decisions affecting them; to

recognise the right of communities to manage thelr own affairs and to

further their development; to protect and promote the interests and rights

of minorities and margrnalised communitles; to promote social and

economic development and the provrsion of proximate, easily accessible

services throughout Kenya; to ensure equitable sharing of national and

local resources throughout Kenya; to facilitate the decentral rzatlorr of State

organs, their functions and services, from the capital of Kenya; and to
enhance checks and balarrces and the separation of powers.

In exercise of the powers so mentloned and in promoting the objects of

devolution; and in response to the call for submission of memoranda on

the referenced subject, The County Government of Uasin Gishu is greatly

inclined to submit. ELDORET INTERNATIONAL AIRPORT being one of

the major airports in Kenya is situated rn Uasin Gishu County. Any form of

2lP,rge



RE: SUBMISSION OF MEMORANDUM TO THE NATIONAL ASSEMBLY ON THE
TAKEOVER OF AIRPORT MANAGEMENT FROM KENYA AIRPORTS
AUTHORITY (KAA) BY KENYA AIRWAYS(KO)

KQ and KAA merger in respect of Jomo Kenyatta International Airport

shall surely cascacle to this airport within Uasin Gishu County.

WE HEREBY SUBMIT as follows;

1. THE KENYA AIRWAYS (KQ) was established in February .1977

following the breakup of the East African Community and the

subsequent disbanrJing of the jointly owned East African Airways.

The company was then, owned by the Government of Kenya. It was

in 1986 when the governrnent of Kenya made the first of many steps

towards privatizing the company and by 1991 the majority of

shareholders were private entities.

2. KENYA AIRPORTS AUTHORITY (KAA) established in 1991 under

KAA Act, Cap 395 of the laws of Kenya, provides facilitative

infrastructure for aviation services between Kenya and the outside

world. Its main [unctions are:

a) Administer, control and manage aerodromes;

b) Provide and maintain facilities necessary for efficient

operations of aircrafts;

c) Provide rescue and firefighting equipment and services;

d) Construct, operate and maintain aerodromes and other related

activities;

e) Construct or maintain aerodromes on an agency basis on the

request of any Government Department;

31n,,',,



RE: SUBMISSION OF MEMORANDU MTOTHE NATIONAL ASSEMBLY ON THE

TAKEOVER OF AIRPORT MANAGEMENT FROM KENYA AIRPORTS
AUTHORITY (KAA) BY KENYA AIRWAYS(KO)

f) Provide such other amenities or facilities for passengers and

other persons making use of the services or facilities Provided

by the Authority as may aPpear to the Board necessary or

desirable;

g) Approve the establishment of private airstrips and control of

operations thereof.

3. The County Government wishes to highlight the following issues;

3.1. Sometimes in the year KQ sold off its prime landing slots at

London's Heathrow Airport at an estimated sum of $100 million.

The slots were reportedly sold to Oman Air and Emirates.

Credible media aiso reported that the comPany only pocketed

about half the proceeds creating a mystery of how the money was

shared amongst its partners. The circumstances of the deal are not

clear, however, reliable sources suggest that the change of travel

schedule to arrival at Heathrow in the evening due to lack of

morning slots. This shall then turn away business travellers who

prefer to arrive in the morning;

3.2. Reliable sources suggest that KQ has been wet leasing its planes.

Oman Air apparently closed a deal for two Boeing 787-8s Planes.

The viability of this option is clouded in mystery;

3.3. Sources also indicate that KQ leases planes from agents rather

than the manufacturers of which the latter would definitely be cost

effective;

4ll';r:r:



RE: SUBMISSION OF MEMORANDUM TO THE NATIONAL ASSEMBLY ON THE
TAKEOVER OF AIRPORT MANAGEMENT FROM KENYA AIRPORTS
AUTHORITY {KAA) BY KENYA AIRWAYS(KO)

3.4

3.5

3.6

3./.

It aiso confirmed that the Cargo handling division of KQ, which

has won several awards, was sold as part of its 'recovery plan'.

This sale was linked to Hon. Raila Odinga and others. Was this

sale part of the'handcheque' deal?Cargo handling and transport is

a very lucrative part of any airline;

KQ has suffered irreparably by creating a fuel hedging contractual

policy shrouded in mystery. KQ is having contracts with

micldiemen in the fuel inc{ustry instead of buying from renowned

dealers who can offer them discounts. Apparently, the move

meant to have fuel at constant price is not determined by market

forces thereby creating losses when fuel prices go beyond the

contractual amount. J'he international fuel prices keep fluctuating

most of the time. KQ fail to benefit when prices drop;

KQ prides itself as one of the airlines that stands out in the African

continent even to refer itself as "the Pride of Africa". The

company, as stated in its website, has been recognized for its

achievement in service delivery by receiving several awards

including, Africa's Leading Airiine-Business Class in the World

Travel Awards 2015, Best Airline in Africa in the World Travel

Awards 2016 among others;

'Ihe aviation industry irr Kenya comprises of several airlines,

which are based either locally or internationally. The locally based

players are Kenya Airways Limited, Fly540, and East African

Airways. Other Kenyan based private airlines operate from

5lFage



RE: SUBMISSION OF MEMORANDUM TO THE NATIONAL ASSEMBLY ON THE
TAKEOVER OF AIRPORT MANAGEMENT FROM KENYA AIRPORTS
AUTHORITY (KAA) BY KENYA AIRWAYS(KO)

3.8

3.9

3.10.

Wilson airport. The internationally based airlines that make the

Kenyan aviation industry are British Airways, KI-M, Air India,

South Africa Airways, Air Arabia, Virgin Atlantic, Qatar Airways,

Etihad and Emirates. J'he rest are mostly private operators. KQ

has over the years enjoyed a monopoly in Kenya. Its sustenance by

Government shall surely drive other airlines out of the inclustry, in

what they might catl Government favoritism;

It is common knowledge that KQ has over the years suffered

environmental turbulence, turning it from a profitable giant to a

loss-making company. The several causes have been; Travel

advisories; political instability; local currency depreciation;

competition; staff turnover; epidemic; and technological changes;

The environmental turbulence is not synonymous to KQ as other

players are in the industry. The poor managerial decisions

employed by the management to curb the challenges have

contributed heavily to the airline's downfall;

KQ for some strange reasons entered into a collective bargaining

agreement with the pilots aliowing them to work about 500 hours

flight a year instead of the international standard of about 900

hours flight. With a pilot earning about Ksh.1,600,000 a month, it

means KQ shall be losing money worth 400 work hours on each

pilot. Its not a wonder that the Pilots Association is encouraging

the deal while KAA employees are facing a redundancy sack. KQ

does not get full value for the pay they give the pilots;
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3.11

3.1.2.

3.13.

3.14.
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KQ has posted huge losses consistently over the years. This has

resulted in several bailouts by the Government. The 77.3 Billion

Bank guarantee by Government in the year 2017 raised the

country's commercial debts. Already talks are rife of a new bailout

plan over what KQ terms as necessary to clear a debt accrued

over' increased operational costs';

KAA maintains four international airports, five domestic airports

and nine airstrips. KAA is able to balance the provision of airport

services to all airlines as there is no conflict of interest. If KQ is

allowed to manage, things woulcl be clifferent as their intent

would be geared towards their prof its. The move shali surely

drive other airlines out of business. An example of an unfair

practice would be to raise landing charges on various airports to

the detriment of competing airlines;

KAA is an ISO certified institution. It has also ensured that

Kenyan Airports garner prestigious awards, latest being the Jomo

Kenyatta International Airport being deciared African Airport of

the year by S1'AT Media in the 2019 ACA conference. The timing

for a takeover at such a great year for KAA is an insult to each and

every civil servant who has worked tirelessly to lift JKIA to its

status;

KAA is a profit-making institution, with excess of over 2 Billion

each year profit before tax. It would not make economic sense to
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AUTHORITY (KAA) BY KENYA AIRWAYS{KO)

3.15.

3.-16.

3.77.

3.18.

have a loss-making company take over a profit-making institution.

The management of the Airports would surely plumme!

Kenya's commercial debt is alreacly up the roof. The country has

faced its economic challenges.

The Emirates airline runs the Dubai Irrternational Airport. It is a

documented success which has scen increased traffic, profits and a

highlight of the United Arab Emirates as a tourist destination. In

as much as this has proven a success, the Emirates which is owned

by Government is run to boost Dubai as a tourist destination and

not merely to realize profits. Their style suggests that regardless of

distance between two points, a stop over at Dubai International

airport is part of travei. Further, with her rich oil reserves, UAE

can afford to fuel their planes thereby access to many destinations.

Kenya and KQ are at a disadvantage on all fronts;

In as much as Government is a shareholder with most shares in

KQ, majority of the shares are shared among private entities. KAA

on the other hand is a fully public owned institution. A move to

have KAA take over would be a move to enrich private

individuals. Public policy must aiways subsist in all Government

decisions and deals;

Whilst environmental causes and membership to Skyteam might

be a cause to the high prices, these challenges are not synonymous

to KQ. Their prices are extremely high;
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3;19

3.20

3.27.

3.22.

.) .1.1.

It is common knowledge that the current KAA Chairman is the

Group Managing Director of CBA bank. This bank intends to

merge with NIC bank putting the total debt owing to the banks by

KQ at over Five Billion Shillings. This is a clear conflict of interest.

It suggests that the merger plan hell-bent on settling the loan other

than the interests of the public.;

Further the Cabinet Secretary for Transport is the immediate

former Group Managing Director for NIC bank. Things takes the

conf lict of interest to a very high level. There cannot be

impartiality whatsoever when the leadership in this takeover are

one and the same'persorr' in the eyes of the law;

The allegations by KQ that tourism shall suffer if the takeover is

not ratified is false, unfounded and misguided. The high cost of

travel fares to all destinations by KQ is one of the major causes of

tourism downJall in Kenya. Tourists prefer other cost-effective

airlines;

JKIA accounts for over 80% of the total revenue for KAA. A
takeover of this facility shall collapse the operations of KAA in all

other airports and facilities. A gain of one airport and a collapse of

the rest shall be a big let down to the people of Kenya;

The proposed concession is allegedly for a 2}-year period with no

exit upon failure of the projected plan. The concession fee is not

known and in no way shall it match the 80% revenue collected.

KAA was doing an exceptional job. Facilities have improved and
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RE: SUBMISSION OF MEMORANDUM TO TTIE NATIONAL ASSEMBLY ON THE
TAKEOVER OF AIRPORT MANAGEMENT FROM KENYA AIRPORTS
AUTHORITY (KAA) BY KENYA AIRWAYS(KO)

several runway and terminal projects are ongoing. If there is no

problem, why fix it?

4. In consideration of the above, The County Government of Uasin

Gishu RECOMMENDS;

4.7. KAA should acquire KQ on its state and thereafter KAA to sell

shares to the public for cerpital injection;

4.2. KQ should harness its resources so us to control the environmental

turbulence. The key resources are the brand; Kenya as a tourist

destination; geographical location; pricle centre training facility

and aclvancecl teclrnology and planes;

4.3. KQ should change strategy. One of the ways is by reviewing their

pricing. It is a reality that most Kenyans prefer the Star Alliance

team of airlines rather than SkyTeam to which KQ is a member.

The latter being prestigious but at a competitive disadvantage.

Ethiopian Airlines is a testament to this. The membership to

SkyTeam has greatly hindered the reaction of KQ to the

marketplace as it always has to consult partners, a problem

Emirates cured by not joining any alliance;

4.4. KQ should discharge its foreign ownership, especially KLM. They

have competing routes and they influence the pricing of KQ to its

d isadvantage;

4.5. KQ should lease or buy aircrafts directly from manufacturers

instead of agents of no known reputation;
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4.6.

4.7.

4.8.

4.9.

4.10.

4.11.

4.12.

11 | l' a i .

KQ should look for reputable firms in the leasing business and

negotiate the bcst deals;

The fuel hedging system currently practiced by KQ puts it at the

mercy of their contractors. A framework contract over

international prevailing prices shall surely settle the fuel issue. A

solution can be to buy fuel from reputabie international firms,

especially those who mine oil, instead of retailers;

As a key stakeholder, public participation on the issue should be

carried out with full involvement of all Counties, starting with the

submitter herein;

With the current poor managerial decisions from KQ, JKIA shall

surely run down on its watch;

The concession deal should be made public as it directly involves

the investments of the citizens of Kenya. The current 2.9 Billion

concession fee cannot enable KAA run the remaining airports. It is

below what KAA gets from JKIAIT would defeat a merger;

The biggest question the National Assembly should as is 'Why?'.

Currently one entity is on the verge of collapse. We might have

two by the time a concession starts. The risks are insurmountable,

perhaps more than the capital injection and bail out the

Government has already done;

KQ step to initiate the take over is suspect. The shadowy figures

behind the leasing of the aircrafts want to destroy JKIA;
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4.13. KQ should employ competent people who can

challenges and make KQ profitable again.

adapt to the

5. HEREFORE the County Government of Uasin Gishu submits that

the National Assembly should;

a) Immediately halt any acquisition, takeover, merger or airport

management of any nature by the said Kenya Airways;

b) Invoke Article 226 of tlrc Constitrrtion and conduct or order a forensic

audit on the state and affairs of Kenya Airways in respect of grants

and bailouts extended by the Government;

c) Conduct an audit on the management and leadership of Kenya

Airways in an effort to ascertain their suitability for their positions at

Kenya Airways;

d) Carry out an assessment of all airports in Kenya to determine any

need for change of its overall management;

e) Establish the genesis of the takeover and legal framework leading to

the intended merger;

f) Invoke the provisions of Article 35 of the Constittrtion and publish all

the authorizations, agreements and information culminating in the

arbitrary decision for takeover of KAA by Kenya Airways;

g) Ensure public participation is carried out in conformity with The

Constitutiott, with involvement of all counties;

h) Duly and diligently respond to the matters raised in this

memorandum;
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RE: SUBMISSION OF MEMORANDUM TO THE NATIONAL ASSEMBLY ON THE
TAKEOVER OF AIRPORT MANAGEMENT FROM KENYA AIRPORTS
AUTHORITY (KAA) BY KENYA AIRWAYS(KO)

i) Investigate, make inquiries and examine the issues raised herein;

j) Exercise National Assembly's authority to give directions to produce

evidence, both oral and written and to answer, act and co-operate

with such investigation to such persons and entities as the House

shall think fit;

k) Establish committees and/or tribunals and engage such professionals

to conduct forensic and other investigations as the House shall think

fit ;

l) Undertake a countrywide process of seeking views from the public

with regard to the subject matters;

m)Liaise with national agencies in order to accomplish a full and

detailed inquiry into these matters; and

n) To do all and anything necessary permitted under the law and

Constitution of the Republic of Kenya to establish and enforce the

law with regard to the takeover.

Submission Dated this....J.dh", * 2O19 at ELDORET

For and on Behalf of the People of Uasin Gishu County and the County

Government of Uasin Gishu;

His Excellenc
I.D. No. ...!:k

v The Deou
1tt q€- I

t5z Governor Daniel Kiplagat Kiprotich

P.O Box 40-30100,

Eldoret, KENYA

Signature:..
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Dear

RE: CONCEPTUAL FRAMEtn/ORK FOR RESTRUCTURING AND
REPOSITIONING KENYA'S AVIATION SECTOR

On l0'h April, 20 l9 Kenya Airports Authority appeared before the Parliamentary
Department Committee on Transport, Public Works and Housing. One of the outcomes
was a directive to present a conceptual frameworl< for restructuring and repositioning
Kenya's aviation sector.

We submit herewith our proposal as directed. We have shared the proposal with the
Cabinet Secretary, Ministry of Transport, lnfrastructure, Housing and Urban Development.

tourrJrh/vrJq
)tJ-"=: l>-"

i>
1Y
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Mr. James Macharia, EGH
Cabinet Secretary
Ministry of Transport, lnfrastructure, Housing and Urban Development
P.O. Box 52692-00200
NAlROB!

Ms, Esther Koimett, CBS
Principal Secretary
State Department of Transport
Ministry of Trarrsport, lnfrastructure, Housing and Urban Development
P.O. Box 5),692-00)00
NAIROBI

Mr. lsaac Awrrondo
Chairrnan, B,ra"d of Dii-ectors
X e nya A,i rpsrts -A u! ha rity

MANAGING DIRECTOR/CEO
(Encl)
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CONCEPTUAL FRAMEWORK FOR RESTRUCTURING AND REPOSITIONING
KENYA'S AVIATION SECTOR
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1.0 BACKGROUND

Despite registering reasonable year on year growth for the past decade, the aviation sector in
Kenya has witnessed a steady decline in ils regional and international competitiveness. This
decline is evidenced by the rapid loss of JKIA's market share and declining operational
performance by the national carrier Kenya Airways contributing to lower connectivity and
efficiency levels.

With a view to repositioning the aviation sector and enhancing its overall contribution to the
national economy, the State Department of Transport under the Ministry of Transport,
Infrastructure, Housing, Urban Development and Public Works has prepared this Conceptual
Framework for restructuring of the sector for consideration by the National Assembly's
Departmental Committee on Transport Public Works and Housing as part of its inquiry into the
aviation industry.

2.0 STRATEGIC RATIONALE FOR RESTRUCTURING

The strategic rationale for restructuring of the aviation sector is to consolidate and optimize on the
performance of the counlry's key avialion assets in order to realize significant operational
efficiencies and synergies, to restore the aviation sector's regional and international
compeliliveness and ultimately to protect JKIA'S regional hub status.

The urgency for restructuring the country's aviation sector is underscored by the fact that despite
East Africa's national airports registering capacity groMh measured by Available Seat Kilometers
(ASK) of nearly 41fo between 2013 and 2017, JKIA's market share has been declining steadily
from a high of 47Y,lo 34% as shown in the following chart.

Figure 1: Aircraft Seat Kilometers development East African Market 2011 - 2017 (Shares %)
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3.0 AVIATION SECTOR OVERVIEW

The State Department of Transport under the Mrnrstry of Transport, lnfrastructure, Houstng,
Urban Development and Pubhc Works rs responsrble for provrdrng pohcy drrectron for all avratton
sector actrvrtres rn the country ln drschargrng thts mandate, the Department rs assrsted by Kenya
Clvll Avtatton Authortty, the rndustry regulator and provrder of atr navtgatton servtces and Kenya
Arrports Aulhonty, the entrty mandated to develop and manage all pubhc alrport and arrstrrp
facrlrtres On the commerctal stde, the sector rs represented by Kenya Arrways, the nattonal
carner, vanous local and rnternatronal arrhnes, ground handhng compantes and other pnvate
owned avtatlon busrness

The Government has a 49% shareholdrng rn Kenya Arrways Whrle thrs shareholdtng level legally
means that Kenya Arrways ts a pnvate company, the absolute pubhc exposure extends beyond
the legal shareholdtng to rnclude the US$ 750 mrlhon (Shs 75 btlhon) of soverergn guarantees
extended to Kenya Arrways Lenders as parl of the recent frnancral restructu(ng ln substance,
therefore, Kenya Arnivays ts more publtc than pnvate

Kenya Arrways accounts fo( ovet 41ok of KAA's busrness and revenues thereby ranktng as the
largest customer As at 31"tlVlarch, 2019, Kenya Arrways owed KAA tn excess of Shs 5 54 bilhon
rn relatron to unpard Arr Passenger Servrce Charge, landlng fees, rent and other charges The
debt level notwrthstandtng, the stgntftcant bustness transacted between Kenya Arrways and KAA
underscores the strong symbtottc relatronshrp exrstrng and the stgntftcant prospects for value
generatlon between the two tnstrtutrons through closer collaboralton and altgnment of bustness
obJectrves

Currently, the avratron sector contflbutes to between 2-3% of lhe country's GDP By companson,
thrs contrtbutton rs well below the 6-7% that the avratron sector rn Ethropra ts currently contnbuttng
to the country's GDP Whrle the comparatrvely low contrrbutron can be attnbuted to Kenya
Atrways' operatronal and frnancral dechne over the past decade or so, a number of other factors
have contrrbuted to the sub-optrmal performance of the sector ln parttcular, the tnabrltty by KAA
to drversrfy and grow tts non -aeronauttcal revenue base due to delays tn updatlng the 1996
Concessron Order and tnefftcrencres rn the pubhc procurement processes are tmpedrments that
have compromrsed growth and efftctency tn the avtatton sector

+Under the extsUng arrangements, Arr Passenger Servrce Charge (APSC) whtch accounts for 807o
of aeronauttcal revenues rs admrnrstratrvely collected by the Kenya Revenue Authonty and then
shared out 60% to KAA, zook to Kenya Crvrl Avratron Authonty and 2OYo to the Tourrsm Promotron
Fund APSC for tnternattonal passengers rs charged at USg 50 per every departtng passenger
makrng Kenya relatrvely expenstve from an avtatton charges perspecttve as shown tn the
followrng chart (Frgure 2 Aeronautrcal Passenger Charges on the Afncan market)

The revenue collectton arrangements rnvolvrng multiple non-avratron benefrcranes have not only
contrtbuted to the avtatton sector's dechne rn regronal competittveness but, tmportantly, depnve
the sector of the resources needed to tnvest tn tnfrastructure and servtce tmprovements
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The proposed restructuring of the aviation sector will aim to address these and other structural
challerEes.

4.0 HOLDING COMPANY STRUCTURE

Based on strategic and efficiency considerations, the State Department of Transport proposes the
Holding Company Structure under which the main aviation assets will be brought under one roof
to allow for better coordination and control. Under this structure, separate entities for the main
businesses will operate as subsidiaries. This structure, which is graphically represented below
(Figure 3: lndicative Organization Structure) is informed mainly by the need tor consolidation of
the country's aviation seclor assets in order to leverage on the balance sheet value of the assets
and to optimize on their performance.
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The above structure best aligns with Government's ultimate objective of consolidation in the
aviation sector and with the strategies of Kenya's competitors (Ethiopia, Rwanda, Turkey and the
Emirates). Under thrs structure, KAA, KQ and JKIA assets are held under a new holding
company - Kenya Aviation Holding Company Limited (KAHCL)) which is fully owned by the
Government. KAHCL will initially have four (4) separate operating entities Kenya Airways, Jomo
Kenyatta lnternational Airport Company, Kenya Airports Company (for the rest of the airports) and
Kenya Aviation Academy Limited. The structure provides flexibility for the Government to
consider inviting different investors into the different entities to provide either additional capital or
technical capacity.

ln addition to benefits arising from coordinated planning for optimization of aviation sector assets,
the above structure is expected to lead to the creation of an avialion company with an assel base
close to Shs '1.5 trillion which will provide significant leveraging opportunities to support the
financing of investments both in terms of fleet expansion and infrastructure development. The
structure will also allow KAA to focus on improving the financial and operational performance of
the facilities under its mandate without being subsidazed by JKIA as is currently the case

Kenya Aviation Holding Company Limited

The Holding Company will provide the desired overall strategic direction for all the aviation assets,
leveraging their synergies, allocating resources including, human resources and cash flows so as
to stabilise the operating entities and drive productivity and efficiencies across the group. The
Holding Company will also consider establishing other aviation subsidiaries in the future e.g. a
Mainlenance Repairs and Operations (MRO) Centre for Africa.

Kenya Airports Com pany Lim ited

KACL will be responsible for development and management of all airports and airstrips excluding
JKIA. By being part of the KAHCL, KACL will not cannibalised and not left without resources for
the other aerodromes as the holding company will be under obligation to fund all entities.
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A restructuring of KACL operations will be necessary in order to drive operational efficiencies and
improve diversification of revenues.

Kenya Airways (KQ)

KQ will focus on operaling the national arrline and Jambojet, the low cost carrier and will have
access to JKIA cash flows through KAHCL as well as government funding at concessional rates.
The KAHCL Board will provide the joint management oversight on all airports in Kenya and Kenya
Airways to ensure that the two businesses are aligned.

KQ's role will be to grow the aviation network and expand the domestic, regional and long haul
network out of JKIA. ln particular, Jambojet, Kenya Airway's low cost carrier will be encouraged
to provide traffic to support the growth and utilization of KAA'S airport facilities especially those
which are currently under-utilised.

ln order to fully secure the intended benefits, it will be necessary to restructure KQ's balance
sheet, its commercial relationships, fleet and its cost base as well as expansion of its network.

Jomo Kenyatta lnternational Airport Company Limited

A new management and governance structure for JKIA will be required. This may entail transfer
of existing JKIA staff to the new entity, transfer of certain KAA'S Head Office staff along with
appointment of lndependent Directors.

A restructuring of JKIA's operations will be necessary in order to drive business expansion,
secure operational efficiencies and improve drversification of non-aerona utical revenues.

Kenya Aviation Academy Limited

This entity is to be formed by bringing together the existing training schools and academies
operated by Kenya Airways (Pride Centre), KCAA (East African School of Avialion) and KAA
(Training Academy) into a separate subsidiary - Kenya Avration Academy with the objective of
harnessing economies and scale and ultimately creating a regional center of excellence in
aviation training.

5.0 IMPLEMENTATION ROAD MAP

The Holding Company structure is relatively easier to execute as it is not constrained by the very
rigtd framework of the Public Private Parlnerships Act. Also, as part of the evaluation process for
KQ's privately initiated investment proposal, considerable detailed due diligence has already been
conducted on KAA and KQ making it possible to proceed to the execution phase.
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Based on these consideralions, the following high-level road map for implementing this structuring
option is possible:

Step 1 - hive out the JKIA assels as detailed above and place them into a 100% owned
subsidiary of KAA.

Step 2: valuation of JKIA subsidiary based on projected future cash flows and assets position;

Step 3 - create Kenya Aviation Holding Company Limited - 100% owned by GoK and also create
the Kenya Aviation Academy Limited to be wholly owned by KAHCL.

Step 4 - transfer shares in KAA (the sole owner of the JKIA assets) to the Holdco in return for
KAA shares in the Holdco.

Step 5 - GoK buys oul Banks, KLM and the Public in KQ, delists KQ and transfers KQ to the
Holdco in return for KQ shares in the Holdco.

6.0 CRITICAL SUCCESS FAGTORS

Successful implementation of the above structure and the overall restructuring plan for the
aviation sector is predicated on a number of critical success factors foremost of which are:

(i) Delisting of Kenya Airways from the lhree East African stock exchanges where it is
currently listed;

(ii) Acquisition by GOK of the shares in Kenya Airways currently held by private entities (KLM,
KQ Lenders and minority shareholders) thereby effectively nationalizing the airline;

(iii) Enactmenl of varaous statutes in order to create the new aviation entities proposed under
the holding company slructure and amendment of the existing statutes, in particular, the
KAA Act and the State Corporations Act in order to alrgn with the restructuring objectives;

(iv) Determination of the funding implications to GOK of implementing the structure and
provision of requisite budget allocations;

(v) Review and amendment of the Concession Order 1996 to provide for a basis for charging
of market based prices for services offered by JKIA and KAA. The amendment should
also provide for a mechanism for automatic reviews at shorter intervals of between 3 and
5 years,

(vr) Review of the APSC Act to allocate the APSC revenues to the Holding Company and
reconsideration of KRA's role in collecting the charge;

(vii) Exemption of Kenya Airways from paying Railway Development Levy and lmport
Declaration Fees on aircraft and aircrafl parts; and

(viii) Exemption from paying capital gains tax, stamp duty and other taxes that may arise in the
course of implementing the restructuring proposal; and

(ix) Proactive management of the key stakeholders including public participation in line with
constitutional requirements.
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7.0 RECOMMENDATION

The Ministry of Transport, lnfrastruc{ure, Housing, Urban Development & Public Works, State
Department of Transport recommends to the Departmental Committee on Transport, Public
Works and Housing to consider and support the above conceptual framework for restructuring of
the,aviation sector.

The State Department of Transport will work closely with the National Treasury, State Law Office,
State Corporations Advisory Commiftee and other relevant parties in to implement the proposed
restructuring as guided by Parliament and other relevant stakeholders.

I

I

I

I

l

8



i'\
.!-l:-):'-l'i'' t.l,'",-,r,-r,.{,t

\. -r'r*,"I;lil ",*J*;"" ;i*,.,t,,rf:l

?\1

i+JL,i
{t Dl,'['\

i tv. 1
As the COK continues with our work of parastatals reforms, we would, as the local sections'
professionals of the chattcred Institute of Logistics and 'l'ransport [CILT-K], we would like you

to pay some special attention to the above mentioned subject and act accordingly with speed.

'fhe government in its 2016120ll National Budget said that it is carrying out various changes and

its also downsizing. The planners see Airports in particular relying more on their own ability to
raise money, instead of intert'ering with the already contained National Budget. Therefore the
privatization commission is advised to establish an advisory committee to examine the pros and

cons of the issue. Simply selling the airports to the highest bidder and hopping for the best is not
a viable proposal; the committee's focus should bc narrowcd to Management privatization- the

last bastion of state control. This will improve efficiency across the board. Retaining public
ownership but introclucing management expertise.

Time and money could be saved if professionals and private objectors combined resources, that
heavily technical advice be left to professionals to fight over and which would be best hammered
out around the table with the inspector adjudication and that some may be found to reduce the

nced fbr costly barrister (counse[) representation.

The Govemment will continue to re-organize (restructure) the department ofTransport under the
Ministry of 1'ransport and Infiastructure which now is also responsible for Housing and Urban

Development and Maritime and International 'l'rade Affairs! NTSA Act should be reviewed in
order to enable N'fSA manage the broad transport related policy issues efliciently and

elfectively.

The transport sector should continue forming part of the cr.rrrent wider government macro-

economic strategy.

To avoid a tlnancial bondage KAA has to be partly privatized in order to attract the much needed

funds. Policy markers involved should be made aware and fully understand the usefulness ofthe
private sector's participation since, anyway, donor community funds are increasingly becoming
scarce and we will have to rely on Direct Foreign Investors Funds in such a way that Kenyan
interests will be protected to make ends meet.

The New Aviation Policy in the NIPT 2012 paper allows for the review of KAA Act and is in
accordance with the aims and objectives of ICAO, contained in Article 44 ol the convention as

concerns matters of Airport planning and pre-development in Kenya. The proposal to privatize
KAA should be sent to the Budget and Appropriation committee of the Parliament by February
2017.

'fhe implementation of the new Aviation policy requires the gg-g]7i f Aviation laws and

regulations. The reviewed KAA's Act and those remaining bit$of th
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cap 394 should stale categorically that "there should be no gcneral justificatron for subsrdrzrng

airports and arr services" so as to crcate truly autonomous corporatlons which wi[ opcrate

strictly on commercial pnncrples and pubhsh their performance records with conventronal

annual accounts. 'fhey will undenake their own lund- raisrng and use the surpluses earned from

profitable Arrports lbr amortization of major buildrngs and concrete areas over their useful hves

and subsidize losses at the smaller centers and Airstrips. KAA wilt also be free to diversrly to

non-aeronautical (commercral servrccs) areas such as cargo handling, developing hotcls, shops,

catenng. buyrng of shares in airports rn the Comesa region and in prope(y development

companies . KAA should invest in solar and wrnd energy to tight up its operatrons and cut on the

huge electncrty cost. This will be rn conformrty wrth ICAO's policy guidelines and trends in

Airport management internationally. For the matter ol trarning, KAA wrll have to ask for a

l'echnical Assistance Support programmc tiom ICAO so as to start BSC and MSC in Airport
plannrng and Management degree courses in a collaborative arrangement with the local

university and the Chartered rnstrtute ol Logrstrcs and Transport (CIt.T) Kenya

Kenya should call upon the ICAO'S councrl, where we have our representatrves serving, to act

as an arbiter, on its behalf, to take the appropnate steps to maintain regularrty In the development

of arrports in Kenya. There is need to strengthen ICAO'S Nairobi Regronal Office for East and

Southern Afrrca so that member countnes , who pay a lot of money in terms of membership fees

annually can enJoy more equitable flrghts as pertains to matters of tralfic rights as expressed

recently by the Head of ICAO in the region. An Association of Airports' Authority in the regron

should also be lbrmed quickly. This has the advantage of negotiating tralfic rights, just as Kenya

is about to enter rnto an 'open skies'polrcy (agreement) wrth the USA and is reforming its

Avration sector before full liberahzation.

Kenya should however take care and prevent "Gulliver from escaping from Lrlliput" because it is
a fact that the U.S have really never opened therr market. The Open Skies policy only applies to

flights between the U.S rtselfand not other countries. Forergn countries do not have access to the

domestic American market. It seems that while the U.S is keen for the EU and other counties and

regrons to open therr international air routes to all countries, it is less wrlllng to reciprocate.

Whrle the USA has control mechanrsms rn place to ensure competitron (among American

carflers) in its domestic market- rt ls hesrtant about incorporating the same elements rnto

international avlatlon agreements Drrect flight connection is very important to Kenya but each

flight ought to make one stop at onc of our major airports but not two or three landings;

otherwise Kenya Airways has to be allowed to do the same. Commercial freedom is desirable but

airlines should not be able to use that freedom to ehminate competition and make Laissez Faire

to be unfarr

KCAA wilt have to cater for regulatory roles being carried out by the Crvrl Aviation Board

properly. With the demise of the Warsaw Convention, the carriage by Arr Act should be

reviewed to reflect modern realrtres



KAA'S Drrectors should call a special Annual mcetrng to discuss issues of the Parastatal's part-
privatizatron wrth the Charrman of Aeroporls de Paris (ADP), the French grant in Airports
consultancy and on the Chairman of the B trsh Arrports Authority (B A.A) and representatives

from thc prr vatr zation commission.

The consultants wrll then start their work by comparing how the Authority's management

structure, safety, Human Resource Management, Plannrng, Productivrty, Marntenance, Financial
Management, Marketing, Arrport Information System (AIS), and security companies with other
arrports rn the world

A credit-rating agency will be then called to prepare K A A's shares to be quoted on the National
Stock Exchange (NSE). The fundamental arguments are reasonably attractive, and there is a
tremendous scarcity of Airports equlty- that in itself makes any airport which comes to the

market attractivc. Airports offer low risk access to a high growth industry, which in turn equates

to stability of earnings. Because of the diversiflcation of the revenue stream and the number of
airlines operating rnternationally, arrports have seen very consistent passenger groMh and

revenue lines over time-especially when compared to the hrghly more volatile arrhnes industry.
Also, the transition from public to private sector offers a consrderable opportunrty to reduce the

cost base and improve elficrency and productivrty

The world bank through the International Finance corporation, its lending aim, and the European
lnvestment Bank can also be reled on as far as funding matters are concerned srnce they
presently greatly suppon arrports privatizations globally and we may as well contact them now
(that is right from the outset and onset of the pro1ect) 7

Act on thls matter urgently and please let me know your response rn your feed-backs sooner
rather than later.

Yours sincerely,

HM. Mlamba, for CILT Kenya. September 2016

www.crlFrnternational.com

Aviation Policy Pressure Group

E-mail : - mlambaharrison@yahoo.com

o Logistics and Transport Activism

. Analytic and commentator



Main Parliamcnt Buildings, I st Floor
P.O. Box41842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "Tony Kajiita" <anthony. kaiiita @ gmail.com>
To: clerk@ parliament.go. ke
Sent: Sunday, March 31, 2019 10:52:07 AM
Subject: Kq/KAA takeover

KQ cannot manage JKIA instead they will fail the entire aviation ad Kenya will be at
difficult moment. My view is that they shld be nationalised to b fully owned by
government and the deal between KLM shld b analyzed ad if possible stopped coz that
a foreign entity which shld not b around to manage our airline. The PPP will not work
since Kq is owned by several parties that point of conflict from ditferent parties which
will eventually affect the management of this process that affecting the employees ad
the entire aviation. We are 100% sure there is party behind this move ad if this goes
through Kenya will have great difficulties in aviation that affecting tourisms ad economy
of lhe enlire nation due to individual interest. The government should help Kq but not by
killing the profit generating company ad affecting the employees in aviation sector.



https://mail.parliarncnt. go.kc/,

Office of the Clerk of the National Assembly
Main Parliament Buildings, I st Irloor
P.O. Box 41842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "joyce kebati" <biyangajoyce@g mail. com>
To: clerk@parliament.go.ke
Sent: Thursday, April 4, 2019 "11:54:55 AM
Subject: KENYA AIRWAYS (kq) Kenya airports authority proposal

Hi sir,
The proposal of Kenya airways (KQ) privately initiated investment (PllP) proposal to Kenya
airports authority (KAA) is not making sense at all.it sounds more of scAM ,we can.t sit down
and watch people continue looting our country.This is a conflict of interest from a group of
individuals.

How can a profit making public company get managed by a loss making private
company?This is like a tenant managing landlord properties.

Who exactly owns this aircraft's of kq?

How is kq going to make to pay all its billion of debts to the banks and the billions of money
not paid to KAA and stlll manage and develop (44.

Are this selfish individuals care about people loosing jobs.our country needs revival,we are
perishing on the hands of few indivituals.
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Office of the Clerk of the National Assembly
Main Parliament Buildings, I st Floor
P.O. Box 41842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "Edward Gitonga" <edwardgitonga88@yahoo.com>
To: clerk@parliament.go.ke
Sent: Thursday, April 4, 2019 3:08:08 PM
Subject: Submission on Kq piip to kaa

This deal has no public for value for money or government to gain any upwards return on the
whole transaction.
The public, stakeholders and even kq other shareholders have not given an imput on it since
the document piip proposal is not accessible.
Kaa is a public entity and open door policy should be embraced especially where terms and
conditions of service are to be affected but nothing have been done as astep foruuard on this
front. This deal may lead to to jobs losses which is against government policy on job creation
so should be resisted.

Sent from Yahoo Mail on Android
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SENIOR DEPUTY CLERK
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fl 41412019,3:51 PN



https://mail.parliament.go.ke./r

Office of the Clerk of the National Assembly
Main Parliament Buildings, lst Floor
PO. Box 41842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "everlyne khayega" <mwanjeve0000@gmail.com>
To: clerk@parliament.go.ke
Sent: Thursday, April 4, 2019 2:03:33 pM
Subject: PUblic participation

say a big NO NO NO FOR THE MERGER
Everlyne
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Office of the Clerk of the National Assembly
Main Parliament Buildings, lst Floor
P.O. Box 41842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "Debrah Kemunto" <debrahk2000@gmail.com>
To: clerk@parliament.go. ke
Sent: Thursday, April 4,2019 2:01:36 PM

say a big NO NO NO FOR THE MERGER.

Let the government make kq a state company then they merge.
Debrah
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Office of the Clerk of the National Assembly
Main Parliament Buildings, I st Floor
P.O. Box 4l 842 - 00 I 00
NAIROBI
Tel:254- 020-2848300

From: "Jared Mosota" <ja redmosota 1982@gma il.com>
To: clerk@parliament.go.ke
Sent: Thursday, April 4, 2019 1:56:59 PM
Subject: PUBLIC PARTICIPAT|ON.

The point I raise is fairly simple.........why should Ke which is a private company takeover a
public company for ZERO consideration?

A tenant writing a proposal to the landlord to take the whole estate after defaulting to pay rent
for some month... !!!
How can loss making company take over a profit making company
I say a big NO NO NO FOR THE MERGER.
Let the government make kq a state company then they merge.
Jared Mosota
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Officc of tlre Clcrk o1'1hc National Assembly
Main Parliame nt lluildings, I st Floor
P.O. Box 4 I 842 - 001 00
NAIROBI
'l' el : 2 5 4 - 020-2 lt4 8 3 00

From: "Walter Mocha" <waltermocha @ yahoo.com>
To: clerk@ parliament.go. ke
Sent: Sunday, tvlarch 31, 2019 8:36:53 PM
Sublect: OPPOSING MEMORANDA KQ JKIA TAKE OVER FROM KAA

Why as a Departmental Committee On Transport, Public Works And Housing you're in
receipt of the proposal from KQ yet you don't want to make it public so as interested
parties can scruitnize it before sending any memoranda.

The shall be massive job losses not only to KAA Employees but other operators who
have invested heavily at JKIA if the deal goes through based on the Kenya Airports
Authority Concession Order, 1996. Whereby in the proposal KQ wants to consolidate all
the businesses at JKIA through SPV.

KQ, Which is in Sh230 billion red, has pegged its survival on operating JKIA for 30 yr's
under the Privately lnitiated lnvestmen Proposal {PllP}. KPMG, KAA's transaction
adviser in the deal, pointed out gaps in KQ's proposal. At the current levels KQ will be
unable to fund the PllP.Take note of that report seriously.

The Auditor General has raised queries of the take over. Take note seriously of the
recommendations and actions

KQ is a private company that seeks to benefit from a public asset. Why should a public
asset benefit private individuals through SPV?

Seabury recommended the renegotiation or nullification of the Joint Venture Agreement
between KQ and KLM/Air France.What happened?

By putting the one-bag policy in all African Route Network has decimated KQ's Market
Share, and benefitted Ethiopian and other Airlines serving the same African Airports.
KQ is aware of this, but are doing nothing about it. Why

The ultimate shot in the foot, came from Michael Joseph who has insisted on pursuing
the order for the Boeing 737-8 MAX, in spite of the two fatal crashes affecting the
aircraft.Why



KQ is afflicted with managerial problems that ought to be solved first

This imported Polish "Consultants'are being paid double what other KQ employees are
paid, for doing absolutely nothing. And there are 18 expatriates in total, all holding
managerial posts.Why yet we have able Kenyans?

Belore any engagement the Leasing of the aircrafts shall be disclosed and reviewed so
as as Kenyans we can understand if it's valuable to KQ compared to international rates.

The cost of fuel shall be zero rated

The airlines KQ is bench marking with are all owned by the state.

The ownership of the SPV shall be revealed to the public

By, WALTER MOCHA ONGERI

I
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ffice of the Clerk of the National Assembly
Main Parliament Buildings, I st Floor
P.O. Box 41842 - 00100
NAIROBI
Tel: 254- 020-2848300

From: "raymond muthomi" <raymondmuthomi@gmail.com>
To: clerk@ parliament. go. ke
Sent: Sunday, March 31 , 2019 8:02:25 PM
SubJect Kaa kq merger

It has been years and years of kq loss making and the government decided to
cover and erase the foot prints of thieves who rooted kq to it's knees . this is the same
thing happening now , a bailout that can never work. There is no where in the world
where a loss making private entity can take over a protit making government entity
owened by the publick and claim to develop it .

I categorically oppose the move.
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ffice of the Clerk of the National Assembly
Main Parliament Buildings, lst Floor
P.O. Box 41842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "Edwin Mengo" <litiemaeddy28 @ gmail.com>
To: clerk@ parliament.go.ke
Sent: Sunday, March 31, 2019 9:39:01 PM
Subject: KQ/KAA MERGER

Its with resounding No to such idea.KQ has been making losses even after the
Government gave them some billions to come back to profitability BUT they never
registered a single profit.KQ doesn't pay any levies to KAA for the passed 4 years yet
they still make losses.KQ is privately owned and KAA is a public property why
give to individuals with personal gains..How does WANJIKU benefit from it.?KLM
owns shares in KQ And it has VITO POWER over every decision in KQ so why
would we allow them to get profits from a Kenyan owned property like KAA? We
have many countries that do Not have flag carriers and they are doing well in
aviation industry we should Not allow people whose minds are set on
stealing lrom Kenyans in the name of Flag carriers and economy theories ..No To
KQ/KAA MERGER.



Office of the Clerk of the National Assembly
Main Parliament Buildings, I st Floor
P.O. Box 41842 - 00100
NAIROBI
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From:'Desmond Kiprotich" <kiprotichdesmond@gmail.com>
To: clerk@ parliament.go.ke
Sent: Monday, April 1, 2019 2:40:'1 1 PM
Subiect: KAA-KQ merger

Hello,
Regarding to the proposed PllP my opinion is that KQ is not capable in managing JKIA
as the they can't manage themselves unless KAA manages them.
lf you want to kill aviation industry in Kenya try that move.
Let KQ be managed by KAA. No way the sick attends the healthy ones.
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Office of the Clerk of the National Assembly
Main Parliament Buildings, I st Floor
P.O. Box 41842 - 00100
NAIROBI
Tel:254- 020-2848100

D \ ( o"'VY"

q ) ,--{

From: "Roy Kinyanjui" <royaskin@gmail.com>
To: clerk@parliament.go.ke
Sent: Thursday, April 4, 2019 11:38:59 AM
Subject: RE: Views on proposal to introduce a PP.P. for the Operations, Management and
Development of J. K. l.A

Dear sirs,
Following your advertisement for views on the above mafter, I Roy Kinyanjui ld. 14543030
state that as one of the very few if not the only performing parastatal, the Kenya Airports
Authority should be allowed to continue running the operations, management and
development of J.K.l.A. as they have always successfully done.
The proposed PPP. should thus be abandoned forthwith as it does not have the interest and
farewell of K.A.A. employees at heart.
Yours Faithfully,
Roy Kinyanjui.
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Offrce of the Clerk of the National Assembly
Main Parliament Buildings, I st Floor
P.O. Box 41842 - 00100
NAIROBI
Te[: 020-2848300

Office of the Clerk of the National Assembly
Main Parliament Buildings, lst Floor
P.O. Box41842 - 00100
NAIROBI
Tel:254- 020-2848300
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From:'Jane Gichia" <Jane.Gichia@kaa.go.ke>
To: Clerk@ parliament.go.ke
Sent: Sunday, March 31 , 2019 8:17:15 AM
Sublect: PROPOSED PAFITNERSHIP BETWEEN KQ AND KAA

I totally disagree with this how can a loss making company take over a profit making
company. Let KQ first solve their problems.
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f licc ol thc Clerk of thc National Assembly
Main Parliamcnt Buildings, l st lrloor
P.O. Box 4l 842 - 001 00
NAIROBI
1'el 254- 020-2848300

From: "Ebu Loter" <lottante ri99 @ gmail.com>
To: clerk@ parliament.go. ke
Sent: Sunday, March 31 , 2019 8:50:38 AM
Subject: OBJECTION ON THE PROPOSED JKIA TAKEOVER

I Ebu a resident of Turkana County do here oppose and object the JKIA takeover by a
loss making KQ
1.KQ is a private entity thats comprising of 47o/" Govl share,the government just sits in
any of kq meetings like any other shareholder
2.KQ revival cant be just manipulated to look like its tied to jkia takeover,kq must seek
otherways to untie its selve from 2308 it owes the debtors
3.We as poor kenyans bailed out kq a private business in the name of Flag carrier with
Ksh7SB which subjected even the poor to heavy taxation,when in Turkana how is this
investor related to me?
4.Kaa was enacted by act of parliament and its roles are clearly indicated,so there is no
way you give out its roles into private hands
5.jkia is one of the biggest profitable public installation how we give it to foreign
investors,like in bailing out of kq at 758 did KLM contributed anything to bail itself out?
6.The ability of kQ to operate jomo is not feasible why because its insolvent,thats why
its turning loans into equity
T.There is a facts sheet that was given to KAA employees siting how thwy will lose their
jobs,how do just two foreigners stage manage the lose of jobs by Kenyans while they
have been there for over ten years and above?,infact they signed a permanent and
pensionable job,remember this Country is ours afew sent foreigners cant come to claim
jobs for them to take our hard earned money to their countries
8.The government sited that they are going to privatize loss making companies like
sugar companies,now where does jkia come in here?,its simple like this let the
government buy kq fully and pay debtors then we find our own to turn around its
services,tujiamini bana
Uhuru tunayo since 1963,60yrs later tunaanza kurudi nyuma

Looya Lokwarukan.

'1



Office of the Clerk of the National Assembly
Main Parliament Buildings, I st Floor
P.O. Box 4l 842 - 00 I 00
NAIROBI
Tet: 254- 020-2848300

From: "John Matu" <johnmatu3T @ gmail.com>
To: clerk @ parliament.go. ke
Sent: Sunday, March 31,2019 10:15:50 AM
Subiect: I SAY NO TO PllP- THE PROPOSED PllP BY KENYA AIRWAYS TO KENYA
AIRPOBTS AUTHORITY FOR KENYA AIRWAYS TO RUN JKIA

Am the above born Kenyan I say no to the proposed PllP proposal by Kenya airways to
Kenya airports authority to run jomo Kenyatta intl airport for a concession of thirty years.
To my take Kenya airways should restructure it own self and avoid and cut cost on
operations and their workforce.
For the year's Kenya airways has been making loses and what will it be that' will
happen to be :rocket science that they can turn their tables again.

I hereby opt if Kenya airuays could be fully owned by the government the government
to bail it out and have it owned by the government 100% and pay it currents bank
loans.To this it will have accountability and the government can follow up.

Thank u parliament hope this matter will be deeply looked into and save our country
resources as JklA is the gateway of our beautiful land Kenya.
Am a patriotic Kenyan #SaveJKlA
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Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor
P.O. Box 41842 - 00100
NAIROBI

Tel: 254- 020-2848300

--- Forwarded Message ---
From: "Samuel Odunga" <samuelodunga56@Smail.com>
To: clerk@parliament.go.ke
Sent: Sunday, March 31, 2019 10:24;45 AM
Subject: Please the whole process of kq and KAA merger is clouded by corruption,since consultancy
company has Said that kq lacks capacity to manage JKlA,please i also support the merger rejection and
condem it,let Government make kq parastatal,and leave public entities alone

Sent from my iPhone
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from: "paul wamai" <wamai.paul@gmail.com>
To: clerk@parliament. go.ke
Sent: Friday, March29,2019 l:39:37 PM
SubJect: PPP AGREEMENT BETWEEN KAA AND KENYA AIRWAYS MEMORANDA

Attn Clerk of Natlonal Assembly

The proposed involvement of with KAA matters will seriously affect other players in the airport
legally some of them with heavy investments with LEGAL agreements with KAA. lt is not clear

how such costs will be settled since such parties have not been included in the discussions. The

committee should consider to include all players in the in the agreement. The lease agreements
with other investors within the airport should be reviewed and agreed upon by all parties. THE

NEW MANAGEMENT SHOULD ABSORB ALL LIABILITIES BEFORE TRANSFER OF BUSINESS TO THE

PPP.

Thank you

Paul Wamai

SWIFT ENGINEERING COMPANY LTD
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Main Parliament Buildings, I st Floor
I).O. Box 41842 - 00100

NAIROBI
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From: "john waweru" <joh nwaweru 92@gmail. com >

To: C lerk@parliament.go. ke
Sent: Thursday, April 4, 2019 12'.34:29 PM
Subject: kq_Kaa merger

As royal Kenyan Citizen who pays tax I highly oppose
1) KQ is not a public company_ Kq got private shareholders including their economic
harassing partiner KLM.This means them to will got a say and powers in run of Jkia
2)Kq cargoTerminal& Terminal 1A passenger s Terminal-Kq management "sold out" their
revenue generating Cargo terminal to unknown foreigners. Kq enjoys the Monopoly in New
and modern Passenger Terminal at JKIA similar to Emirates and Ethiopian s which got their
separate terminal s in their hubs .

3)Fleet size- Kq ONLY got 3 types of aircrafts namely 8787,8737 $E190 unlike their
"competitors"which got varieties. Kq depends 60%on E190 in it's flight being their largest
number in their fleets. lmagine in case where E190 is involved in major accidents the
manfacturer will call back all aircrafts, our Kq will be left with less than 14 aircrafts and at that
time you have denied other airlines to Operate in Jkia. That will be fall of Kenya aviation
ind ustry.
4) Kq have been operating on debt_ KAA have been sending alot of money as revenue ,and
being Kq has been operating on debts which means the money has been coming from other
airlines.
You can't cut down the tree which has been bearing fruits just because you been given a

seedlings and promised they bear fruits.
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I't April 2019
To the Clerk of the National Assembly,
P. O Box 4l 842- 00 I 00.

Nairobi, Kenya.

Dear Sir,

RE: OURCONTRIBUTIONS ON KO/K.A.A TAKE-OVER

First I salute you and your entire committee for having been appointed by the speaker of
the National Assembly to come up with an elaborate road map towards a logical execution of the

above subject. I should trust lhat you're up to the task to come up with a product that will satisfy
the expectations of the general public, but more so for the K.A.A staffs welfare.

Sir, it must be reckoned that, the K.A.A staff in this initiative is the most interested party
with very high stakes. As stafl we shouldn't want to be seen as opposing thc government's
development agendas, but when things seem not to be favouring us, is when we pose negative
reactions i.e causing industrial unrest. It's the K.A.A stalT who have grown K.A.A to where it is

now. So critical attention should be placed on the staff wclfare, because if the merger takes-off,
it'll need the boundless of the staffs expertise to nourish it, otherwise the merger is bound to
collapse immediately aft er take-off.

Let's now talk about the success factor in this project. For this project to take -off well
and sustain itself, the staff are much concerned about the exit-package. Sir, can you inquire about
what K.A.A staff is accustorned to when it comes to the issue of lay-offs?

The K.A.A staff is Lrsed for being paid 3 months gross -earnings without taxation. But
this is only when it's retrcnohlnent targeted at cutting costs, but for this K.A.A -KQ merger, it's
not cost cutting measures.

This means that K.A.A is more stable with high level liquidity flow that warrants and or
makes KQ attracted to it (K.A.A) duc to its great potentials generated by the staff. So this means

that the exit package for K.A.A staff should be a bit more than it has always been for
retrenchment of cost cutting. This is the expectations of everyone in the K.A.A family and its
union and the entire public.

Yours Faithfully,

K.A.A STAFF
(Jomo Kenyatta International Airport)
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Office of thc Clcrk of thc National Asscmbly
Main Palliament Buildings, I st Floor
PO. Box 4 | li42 - 001 00

NAIROBI
Tel: 254- 020-284IJ100

From: "Boniface Mugambi" <ga mbinyari@g ma il. com >

To: cle rk @ pa rlia me nt. g o. ke
Sent: Wednesday, April 3, 2019 1:27:06 AM
Subject: VIEWS CONCERNING KENYA AIRWAYS(K.Q)PRIVATELY INITIATED
PROPOSAL(PIp) TO THE KENyA AtRpORTS AUTHORtTy(K.A.A)

Allow me to air out my concerns about the management of Kenya Airways(K.Q). Some of the
reasons causing K.Q to have financial constraints are purely man made. Here are some facts
to prove my case. K.Q have hired shuttles to offer transport to their crew members. They have
different vans picking their crew in all the parts of the Country. Most of the time you will find an
entire van carrying only one person. This ends up to increased operational costs instead of
having one common pick up point where many of the staff are picked using fewer buses.
When I compare K.Q'S air tickets with their competitors at the Airport,they are the most
expensive and K.Q'S flights are ever full. Just visit J.K.l.A every day between 0430hrs-
0800hrs,the number of passengers passing through Terminal 1A Central screening will shock
you. Don't forget every transit passenger pays a whooping 40 U.S dollar service charge
besides the normal air ticket. Where does all this revenue go? Come to Terminal 1D,the flights
are overbooked until some of the passengers are offloaded for lack of space. Where does all
this revenue go? Even for Domestic flights K.Q is the most expensive as compared to 540 and
other competitors. Where does all the revenue go? We have not considered all their other
flights checking in through Treminal 1C and Terminal 1A Level O. Kenya Airports
Authority(K.A.A) is a government entity whose main responsibility is to manage all the Airports
and Aerodromes while Kenya Airurays(K.Q) is a private company whose main objective is to
offer air transport. what does the two entities have in common that supports their merger?
K.Q has been reporting loses for the last few years while they have so many managers
earning huge salaries. K,A.A on the other hand has been performing their duties diligently and
l'v never heard them report any loses. Who should be taking over the other now? Common
sense tells you that the profit making Company should take over the loss making Company
and vise versa. I therefore Do Nor suPPoRT THE PllP based on the facts I have given
above.

Concerned Kenyan
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SUBMISSION OF MEMORANDA

CLERK OF THE NATIONAL ASSEMBLY,
P. O. BOX 41842-00100
NAIROBI.

cle r arliament. o. ke

3l"t March 2019.

RE MATTER OF CONSIDERATION BY NATIONAL ASSEMBLY:.
PROPOSED PPP AGREEMENT B TWEEN KO AND KAA

Reference is made to the above caPtioncd as advertiscd in mainstream rrredia.

I imploLe tlte dcpartmental cornrnittee concerned to reject the PIIP proposal because of the

following:
l. KQ management has failed in terms ofbusiness strategy and innovation to turn

around the airline's fortunes, a business they supposedly understand and are experts

in. They will not be ablc to manage an airport, let alone JKIA, a totally different
kind of bus iness.

2. The overall governance structurc of KQ has failed to rein in poor performance by

rnandated managemenl, considering lhe year on year decline in bottonr Iine. Most

notably, the individuals or teams responsible for the huge losses have not been held

to account. [t would be naive to tlrink that the same govemance structurc will be able

to successfully oversee JKIA opelation.

l. The overall objective seenrs to be lo save KQ, in the national interes(, owing to its

strategic importance to the Kenyan economy. This is a wrong premise fbr the

consideration ofa PPP, which ideally should be used for innovative development

and management ofa public asset on concession basis. This objective may be better

addressed by critical analysis ofroot cause, and making bold decisions to change

KQ's nranagement and govcrnance structures, to ensure application ofan
appropriate business model that guarantees gradual decline in losses and eventual

positive bottom line.

I personally wish KQ could be revived to be the "pride of Aliica" and to propel,
jointly with the airpoft authorily and other agencies, JKIA to be the preferred hub for
East, Central and Southern Africa. But if it be that KQ is technically insolvent (and

it is important to be honest about this) then it may well be prudent to "let it die", and

start/develop another airline Io take its place (which will not carry the debts and

obligations ofKQ). Jambojet is a probable candidate. This view is informed by the

reported successive injection of funds by governtnent to the airline witlrout success.

KAA continues to record progressive positive bottom lines, over 70% due to JKIA.
It would be a case ofclassic recklessness and gross irrespons ibility for government

to facilitate or allow this very important public asset to be taken away from
successful managernent by KAA (even if not optirnal) and to be used in an

"experinrent" which appears rather exploratory and without solid business case and

proof of capacity.

4
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6 The opelations ofJKIA as a border control point incorporate complex interactions
between several state institutions, some warranting close cooperation for national
security and safety. These include the depts of immigration, customs, national police
service, port health, plant health, civil aviation authorify, among others. A private
entity cannot ensure these interactions, which are imperative for critical state
functions at the port. The PIIP portends a chaotic atmosphere where these
institutions and agencies willnot be able to effectively interact in the manner that
promotes the collective success in this regard.

The airport is also highly regulated and must conply with international civil aviation
statutes and regulations. By necessity, government must be in charge and in control.
The PIIP seems not to take cognizance of this and it will most likely fail the required
compliance test.

Ideally and practically, government cannot merge with private enterprise, but they
can cooperate for common objectives. In the case ofKQ, KAA and GoK,
delibelations should be on how to use synergies for mutual success.

1

8

Yours faithfully,

ALLOYS SIAYA
ICT MANAGER. SERVICE MANAGEMENT.
KENYA AIRPOR TS AUTHORITY



https ://nrai l.pall iamcot. go.kc//

Olfice of thc Clcrk ol'the National Assembly
Main Parliament Buildings. l st l.'loor
llO. Box 411i42 - 00100
NAII{OBI
'fcl: 254- 020-2t14ti300

From: "Gad Kamau" <gad kamau@g mail. com>
To: clerk@parliament. go. ke
Sent: Monday, April 1, 2019 3:17:04 PM
SubJect: THE PROPOSED PPP AGREEMENT BETWEEN KQ AND KAA

Dear Sir,

1. The agreement will deny other airports revenue. Only Wilson airport and Moi airport
Mombasa can sustain themselves through their revenue. All the other KAA airports depend on
revenue accrued from JKIA operations.

2. KAA HQ has a few hundred strong personnel. The merger will call for layoffs since most
positions will be scrapped. Furthermore, a merger tends to make sure that positions and posts
are not duplicated.

3. KQ and JKIA are not joined on the hip. JKIA can easily survive without KQ. KQ's demise
will not interfere with KAA revenue because new players will step in and flll the void. KQ owes
KAA money in the upwards of Kshs 38.

4. What ails KQ is the internal procurement procedures that need to be addressed. The
leasing of aircraft through brokers and middlemen has bled the airline over time. That should
be addressed before any bailout of KQ is considered.

5. KQ has no history of running airports. lnfact, it has failed in its core business! How then will
it succeed in this new venture? KQ is an aircraft operator and has approvals and licences to
engage in that business. To then crossover to Aerodrome operations where it has absolutely
no experience is suicidal.

6. The amount JKIA makes every year is close to what KQ loses every year. KQ intention of
taking over JKIA will protect looting that has continued unchallenged in KQ over the years.
Absolutely no other reason for this PPP

7. This PPP will kill aviation as we know it. KAA airports will be open to safety and security
challenges due to lack of revenue while development of new airports will cease. Parliament
has an opportunity now to right this wrong.
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Ofllce of the Clerk of the National Asscn.rbly
Main Parliament Buildings, I st l.-loor
P.O. Box4l842 - 00100
NAII{OBI
'fel:254- 020-2848300

From: "Ronald Odhiambo" <rodhiambo2015 @ gmail.com>
To: CLERK@ parliament.go.ke
Sent: Sunday, March 31, 2019 7:54:55 PM
Subject: THE PROPOSED KQ/KAA MERGER UNDER THE PllP

Dear Sir,
I hope this f inds you well.
lwould love to write in regards to the continued,ill timed,badly informed and reckless
idea and proposal,that KEYA AlRWAYS,the infamous kenyan national carrier,be
granted a 30 year righvconcession,to manage and operate Africa's fourth busiest and
one of the emerging world's successful airports,taking this fundamental responsibility
from KENYA AIRPORTS AUTHORITY.

This idea,in its abstract formation,as it would in reality,stands to be one of the worst and
stupid business decissions,as kenyans,we can ever make or allow to be made,by
individuals,in regards to our aviation industry.Away from the largely and open glaring
frailties that kenya aiMays has constantly presented to the public,l personally hold my
reservations towards this idea because;

'L KAA-the body that was formed by an act of parliament and legally mandated to
run all the kenyan civil aviation airports and airstrips,has not in any small
way,shown,demonstrated or indicated neither incapability nor inability to
run,manage,develop and maintain,not only JKlA,which is kenyas largest and
most successfull airport and hub to and from the rest of the world,but also,all
other airports and airstrips under its mandate.ll anything,KAA has put in a lot of
work into the management of these airstrips and airports,and seen tremendous
growth achieved.

2. KAA,as an authority,is a 100 percent government owned. it is a public entity,that
has continually made profits and thus participated in the overall growth and
development of Kenya as a country.KAA in its mandate for JKlA,contributes a
quarter of our country's annual GDP.

3. JKIA is a strategic asset of the country.What sense does it make to handover the
management and running of such a facility to a privately owned,loss
making,poorly run and financially crippled entity?

While it is factual that KENYA AIRWAYS faces the certainity of collapse and dwiindling
prospects,it is also paramount,that people who have been continually involved in



making the decissions that have seen KQ be where it is now,be made to account for
these decissions.Why does the kenyan people eventually be made to bear the brunt
and heavy weight ol decissions made by people whoe were soley concerned about their
individual success and enrichment,than the interest of the economy and success of the
country's premier airline?
It is also important,that the people who are currently involved in the decission making of
running the airline,are open about their end game,for it is clear,that it is not about saving
the airline,but rather some sort of individual glorism.
ln its proposal,KQ intends to 'takeover'all the KAA employees,under terms that are
different from what they are employed on now.Should this proposal go through,then all
KAA employees who are lucky enough to be absorbed,will be absorbed,but on contract
terms,having had to reapply for their jobs.The rest ol the employees who would have
not been absorbed stand declared redundant.So KQ,which is an ailing company seeks
to takeover a successful company,brings with it,its own conditions and sets the terms
for the takeover,as though they are the succesful company.
ln short,it is a bad idea,the whole proposal is masked in secrecy,which further makes it
more wrong and not in any way out of good will.

The Last Knight



KQ/ KAA PARTN ERSHIP

The partnershrp as rs proposed does not meet the threshold srnce KQ is owned by unknown indrvrduals,

ln addrtron, KLM whrch rs a foreign arrline owns a substantral amount of shares in KQ whereas KAA rs a

fully government owned parastatal. By rmplementrng the merger, the mastermrnds are telling the pubLc

to take Bovernment money and pass rt over to prrvate rndrvrduals. To me, the merger is uncalled for not

untrl KQ rs fully owned by the Bovernment

Krnd regard,

Julrus Krnyua



Office of the Clerk of the National Assembly
Main Parliament Buildings, I st Floor
P.O. Box 41842 - 00100
NAIROBI
Tel:254- 020-2848300

From:'Maria Mbugua" <mariambugua4T@gmail.com>
To: clerk@ parliament.go.ke
Sent: Sunday, March 31 , 2019 3:41:23 PM
Sublect: KAA-KQ MERGER

The proposal as is is a very very bad idea. How about they they it the othere's way
round ? lt indeed the government wants to salvage the national carrier they could
consider running the airline through KAA which as at now has not recorded any
lossesll

Maria Mbugua
concemed Kenyan citizen

tI J



Offrce of the Clerk of the National Assembly
Main Parliament Buildings, lst Floor
P.O. Box 41842 - 00100
NAIROBI
Tel: 254- 020-2848300

From: "richard lumett" <rlumett@ gmail.com>
To: clerk@ parliament.go. ke
Sent: Sunday, March 31, 2019 3:12:22 PM
Subiect PllP/kq/kaa

ln view of the above mentioned subject I tender my preservation as a Kenyan citizen
taxpayer that the issue of kq taking over kaa a public asset owned by the government of
Kenya is unlair because a loss making private entity cannot take over a profitable public
entity.
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Olfice of the Clcrk of the National Assenrbly
Marn Parliameut Buildrngs, I st Floor
P.O. Box 41842 - 00100
NAIROBI
Tet: 254- 020-2848300

From: "john waweru" <wawekaris @ yahoo.com>
To: clerk@ parliament.go. ke
Sent: Sunday, March 31, 2019 2:38:34 PM
Subject: PROPOSED PllP KQ/KAA MERGER

Am trying to thrnk as a bussiness man,i heard that KQ owes KAA more than 3.8 bilhon
rn debts..ln the last quarters kq is trying to shield the publc from their financial
status..how are they performing..the merger i believe will destabhze KAA as an
entrty.KQ management have failed to turn around the company to protitabrlrty now they
are frnding a scape goat to escape the reality..A private owned entity making loss vs a
profrt making public entity...Who owns KQ?To tbe other owners of KQ what are they
doing as share holders to nake sure kq doesnt fall on its knees??eg KLM what are they
contributing to make sure kq where they are share holders are back to profit
makrng??my take is NO NO NO to the proposal..guard the pubhc utrlrty...



Office of the Clerk of the National Assembly
Main Parliament Buildings, I st Floor
P.O. Box 4l 842 - 001 00
NAIROBI
Tel: 254- 020-2848300

From: "Pius Victor" <pvsalasya @ gmail.com>
To: Clerk@ parliament.go.ke
Sent: Sunday, March 31,20191:23:26 PM
Subiect: PllP

The Kenyan government should not allow this to happen KQ-KAA merger.
You can't allow Private individual to take over Kenyan properties through
mismanagement of the business.KQ is not the problem,management is the problem.
Overhaul is needed in managerial of KQ.
KQ has 3flights,who is this the owner of the remaining fleet,who want to syphon
governmenVKenyans/poor mans properties.
Kindly let's not allow this daylight corruption to Happen.Do they want to kill aviation
industry?
Do those behind it want to control Kenya as acorrupt state?is JKIA individual propefi or
Kenyans? who is this government proposing thislAnd which interest is behind merger?
Questions are alot.
We are united Kenyans fighting thls animal called corruption.
Regards



Olfice of the Clcrk ol' the National Assembly
Main Parliament Buildings, lst Irloor
P.O. Box 4l 842 - 001 00
NAIROBI
'fel: 254- 020-2848300

From: "Stephen Mwangi" <paps. stephen @ gmail. com>
To: clerk@ parliam ent.go. ke
Sent: Sunday, March 31 ,2019 1242:05 PM
Sublect: KQ-JKIA TAKEOVER.

Over the last two months or so there has been alot being debated on this.
First Kenyans have said a very BIG NO to the deal,We can't just sit down and watch our
Airport our Kenyan Heritage being looted by greedy cartels.
J.K.l.A is a public facility owned by Kenyans and that's why we can't let it go to private
hands.
Out of the deals the Country at large is not going to benefit in any way. K.A.A runs and
manages airports on behalf of Kenyans,the income is then used for development.
KQ is owned and runned by cartels who now are eyeing K.A.A income,that's being the
reason why they brought in "WHITES" to run aviation in Kenya, Don't we have expertise
in Kenya?
KQ problems starts with the management which is runned by Friends and relatives, Let
those "WHITES" parting with hefty perks be sucked. Let KQ be liquidated, and Let the
Government own KQ 100% fully.
Otherwise if this deal is bulldozed to go through, that will be the starting point of Aviation
Downfall ln Kenya.
It's high time "Michael Joseph" parks and leave Kenya to Kenyans and for God's sake
he isn't a god.When things go bad these "WAZUNGUs'park and fly back to their
countries calling us "STUPID BLACK MONKEYS"
Kenyans stand up and say no to modern colonization, we can think for ourselves.
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Office of the Clerk of the National Assembly
Main Parliament Buildings, lst Floor
P.O. Box41842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "Lydia Mu" <munenelydia4540@gmail.com>
To: clerk@ parliament.go.ke
Sent: Sunday, March 31 , 2019 11:31:48 AM

The idea of KQ taking over the operations at JKIA and KAA operations is fishy and if not
careful the country will regret later, let the government think of taking over the KQ and
make it a government institution instead....l oppose the KQ-kAA takeover idea.
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ffice of the Clerk of the National Assembly
Main Parliament Buildings, lst Floor
P.O. Box 41842 - 00100
NAIROBI
Tel: 254- 020-2848300

From: 'Juliet Wawira" <julietlavanda4 @ gmail.com>
To: clerk@ parliament.go. ke
Sent: Sunday, March 31 , 2019 10:59:36 AM
SubJect: KQ PllP TO KAA

I totally oppose the proposal. KQ should sort it's issues first which are as a result of poor
management otherwise if left to run JKIA we won't have an airport in the next five years
but just a grazing field. ONCE AGAIN I TOTALLY OPPOSE.

Thanks in advance
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Lbra https://mail.parliarnent.go.ke/h/printmessage? id= | 620&tz-A f[icalNa iro

sdcndomba@parliament.go.keZimbra

Fwd: MYTAKE ON KENYA AIRWAYS PRTVATELY INITIATED INVESTMENT
PROPOSAL TO KENYA AIRPORTS AUTHORITY.

From :Clerk of the National Assembly
<clerk@parliament. go. ke>

Subject : Fwd: MY TAKE ON KENYA AIRWAYS PRIVATELY
INITIATED INVESTMENT PROPOSAL TO KENYA
AIRPORTS AUTHORITY.

To l sdcndombi@parliament. go.ke

Tue, Apr 02,2079 04:51 PM

Office of the Cl-erk of the
Main Parliament Buildings,
P.O. Box 41842 - 001-00
NAI ROBI
TeI: 254- 020-2848300

Nationaf Assembl y
1sL Floor

----- forwarded Message -----
From: "antone haukwa" <antone. haukwaGyahoo. com>
To: clerkGparliament . go. ke
Sent: Tuesday, ApriI 2, 2O)"9 4:75:26 PM

SubJecT: MY TAKE ON KENYA AIRWAYS PR]VATELY IN]TIATED
PROPOSAL TO KENYA AIRPORTS AUTHORITY.

] NVE STMENT

Kenya Airways .is our national carrier and the success of Kenya
Airways (The Pride of Africa)wiII indeed boost our economy. Kenya
Airways like any other airline has faced a number of challenges.
But the question is why is Kenya Airways problems endless ?Which
disease is eating Kenya A.irways?
Is it poor f inancia.l- management where top managers loot the
airline dry or .Iack of viable plans/ideas to manage the
airline?or private individuals taking everything that KQ has
made?For example the adoption of Project Mawingu which failed
terrib]y because it was not well thought. SimiLar to Project Simba
now that is equally is going to fail.
Kenya Airways Privately Initiated Investment Proposaf to Kenya
Airports Authority is not viable for now.
We must clearly identify the exact problems that this air.l.ine is
f acing.
We must treat the d.isease in Keny
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tDra hltps //marl parlramcnt go ke/h/pnrtmessagerrd-1620&tz Afrrca/Narro

Eor Kenya Airways to operate Iike Ethiopian Arrlinesfeatar
Airways and Emirates few things have to be done:
1.Let Kenya Airways be fu11y owned by the government. The
government only own 45% of shares .who is the owner of the

remaining 55%
Ethiopian,Qatar and Emirates airline are owned 100% by the
government and that might be the reason for their exemplary
performance.
2.How many aircraft do KQ have?You can not compete in aviation
industry if you have no aircrafts.
3.Management problems in Kenya Alrways must clearly be sorted
out.KQ has had management problems each year.This must stop.
-Trusting Kenya Airways to manage JKIA with its current problems
is not only ridlculous but a1so surprising.Ke wrth aLI these
foses can not be trusted to run JKIA.
-The current management of Ke ]ed by Joseph and Sebastj-an must
not rush into taking billions from KAA which at the end of the
day will be misused or wrll go to the hands of prlvate
indi.viduals .Let the two (CEO and Chairman)reorganj-zed Ke before
this proposal is initiated.
As a Kenyan am OPPOSED to KQ managing JKIA.If we do this mistake
KQ wifl sink with JKIA which 1s Lhe hub of Africa.This must not
be allowed.Let KAA run KQ if they can,t manage themsefves.
Sebastian (CEO) and Chairman KQ must first tefl Kenyans what
happened with the billions the government gave out to Kenya
Aj-rways as ball out to hetp in its operations. Someone must he
held accountable before we alfow Ke to handle these billions from
Kenya Airports Authority.

Bonafide Kenyan.
Antone Hau kwa

Sent from my i Phone

tf2 4/4/20 t9, U tE AI



Office of the Clerk of the National Assembly

Main Parliament Buildings, lst Floor

P.O. Box 41842 - 00100

NAIROBI

Te l: 254- 02o-2848300

--- Forwarded Message ----
From: "Ken Lumet" <ken lumet93@gma il.com>

To: clerk@parliament.go.ke

Sent: Tuesday, April 2, 2019 5:08:53 PM

Subject: Vote agaist KQ taking over KAA

MY name is Kenedy Lumet Chumba from Baringo County Mogotio Constituency, lD NO. 28062903, iam
against KQ which is a loss making private entity taking over KQ which is a profit making public

institution. As a Kenyan citizen isay no to that. Thank you

Sent from my Huawei Mobile
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Office of the Clerk of the National Assenrbly
Marn Parhament Burldings, I st Floor
P.O. Box 41842 - 00100
NAIITOBI
Tel: 254- 020-2848100

From: "Lucy Kagambo" <lucykagambo@gmarl com>
To: clerk@parhament go ke
Sent: Tuesday, Aprrl 2,2019 1'3422PM
Subject: KQ-KAA MERGER(PllP

lf the goverment want to help kenya arrways to recover from its debt,Kenya airways should be
made a government parastatal then merge the two.But currently as it rs this rs awarding
pnvate company public property at the expense oftax payers
Kenya ainivays should look for other optrons to turnaround the loss making entity .

fl 4/4/2019. rr r5 AN
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Office of the Clerk of the National Assembly
Main Parliament Buildings, I st Floor
P.O. Box 4l 842 - 00100
NAIROBI
Tel:254- 020-2848300

From:'Jeepers crippers" <jeeperscrippers@gmail.com>
To: clerk@parliament. go.ke
Sent: Thursday, April 4, 2019 3:56:19 PM

From my understanding this is unacceptable KQ is a private entity owned by few
individual,while Kaa is a public entity owned by all Kenyans,handing over jkia will benefit only
a few,owing to the fact jkia is 85% of KAA we are going to loose KAA in coming day as the
other airports and air stripes can not sustain on their own,let the Gok be advised to use the
right approach and buy all KQ shares and make it a public entity/parastatal and then they can
be combined with kaa to run all airports in Kenya
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Office of the Clerk olthe National Assembly
Main Parliament Buildings, 1st Floor
PO. Box 41842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "kalinga charles" <kalingacharles@g mail. com >
To: clerk@parliament.go.ke
Sent: Thursday, April 4, 2019 3:45:02 PM
Subject: KAA-KQ MERGER

I'm writing this mail in regards to the kaa-kq deal, I really do not support this idea of merging
the two companies because kaa is a public property whereas kq is private company, so if you
merge them, where will the proceeds of our profit making kenya airports authority be going to
? This is a mega scandal which parliamenl needs to oppose any of the plan which is set to
benefit a few individuals. Let our honourable parliament save this public property (KAA) from
the few greedy individuals who want to destroy it by taking over it's operations, remember we
have generations to come who will be depending on this institution.
Regards,
Charles
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iENII.IN DEPUTY CLERK
J. W. N.

P. O. Box 11842.00100 , NA]ROBI

414/2019,4:54 PM



mbra t /

SUBMISSION OF MEMOEI, .... ,:'q

https://ma il. parliament.go. ke/h/printmcssage'l id=3 3 745 2& tz:A f

clerk@parliament.go.ke
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NI'A'KO.KAA PPP.
OFF I '-

(\
From : Siddy Jepkirui <siddyjepkirui@yahoo.com> Thu, Apr 04,20t9 04:23 PM

Subject : SUBMISSION OF MEMORANDA KQ-KAA PPP.

To : clerk@parliament.go.ke (.!
It's the business of the government to provide amenities that facilitate
growth I.e roads, water and so on. With reference to the proposal, the

1 r,r-[t/

econosc
^,( I

c-

itu

aviation I-i
industry should not be viewed as profit making one but rather, as a facilitator 

O.f \r+of economic growth.The aviation industry should therefore be taken over by the
government 1007o.

I <-'i
Unsynchronized goals: The current CS for defense, Hon. Dr. \-1,
Fred Matiang'i launched a service charter at JKIA that sought to address service
delivery gaps at JKIA. It is focused on all state departments of JKIA with a long

['l

t r\lt ) tr-

;S,

term vision of being effected across all workers of JKIA hence aligning/harmonizing .f

service delivery at JKIA. 
d "tt4

KQ home advantage: KQ has been given the privilege of operating its flights
using the new ,very efficient and spacious Terminal 1-A for free. The parking bays
at Terminal 1-A are reserved for KQ flights.

External advisors. KQ is obsessed with contractual appointments
of expatriates rather than building capacity of locals. Even currently, there are too
many foreigners working with KQ and this results in;;

. Increasing costs for the airline. They charge exorbitant professional fees.

. Unfavorable working conditions because of culture parities and unmatched
expectations.
. Demoralization of local staff due to imbalance in treatment. I.e favoritisms
of expatriates .

. Under-development oF local experts because they are not given a chance to
play roles.

Financial capability of KQ. KQ is struggling with its finances and is barely able to
run it's operations as an airline. It is delusional for it to purport that it will develop
JKIA without needing financial support from the government. External sourcing of
finances will lead the country in to more debt as the government will probably be

I
\t 1
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the guarantor.

KAA mandate over the non-aeronautical facilities. Wtll KAA be in a position to
develop the arrport land unconditionally?

PIIP benefits to the mwananchi. Apart from creating employment of up-

to 30,000 employees ;which we cannot determine whether the terms would be

favorable until we are aware of the contractual terms, what else for the nation? The

profrts will be taken away by the money hungry shareholders.

However, the PIIP has qurte good projectlons for JKIA and the Kenyan avlation

industry at large. Since KAA has the financial muscle, tt can execute the positive

side of the proposed PPP and give KQ a small incentive for the partially good

thought.

P/S KAA has an expansron plan for JKIA. I.e Terminal restructuring of T1-8, C and

D

Please accept and consrder my submissron.
Concerned crtrzen.

,-of2 08104/20t9,09 0i
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Office of the Clerk of the National Assembty
Main Parliament Buildings, lst Floor
P.O. Box 41842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "Jeremiah Sute/' <jsuterlod@gmail.com>
To: clerk@parliament.go.ke
Sent: Thursday, April 4, 2019 3:52.29 PM
Subject: KQ/KAA MERGER

I here dismiss the proposed merger between KAA and KQ. lt should not be given a second
thought..

ECEIV
0r ApR 20lt

OR DEPUTY
J. w, N.

NATIoN LA A SS E BM YLR E D

CLERK

NAIROBI
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Office of the Clerk of the National Assembly
Main Parliament Buildings, I st Floor
P.O. Box 41842 - 00100
NAIROBI
TeI:254- 020-2848300

From: "Susan Njenga" <susannjenga240@gmail.com>
To: clerk@parliament. go.ke
Sent: Thursday, April 4, 2019 11:59:52 AM
Subject: Kq/kaa merger

No

NATIONAL ASSEMBLY
RE L- E IVED

0 
" 

APR 201r

SENIUd. [)EPUTY CLERK
J. W. N.

fl
P.0. Box 11842.001 NAiROBI

414t2019,l:15 Ptv



Office of the Clerk of the National Assembly
Main Parliament Buildings, I st Floor
P.O. Box 2 - 00100
NAIROBI
Tel: 254- 020-2848300

From: "frank lekaldale" <franklekaldale @ gmail.com>
To: clerk@ parliament.go.ke
Sent: Sunday, March 31,2019 6:26:15 PM

This issue is shows how cartels wants to bring all public assets to its knees.in united
states and United kingdom there's no airline that manages the airports. This loot is only
inteded lor a few.therefore i reiect this propasal



r

Office of the Clerk of the National Assembly
Main Parliament Buildings, lst Floor
P.O. Box 41842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "HELLEN NYAMAI" <nzisanyamaig0@gmail.com>
To: clerk@ parliament.go.ke
Sent: Monday, April 1,2019 12:13:37 AM
Sublect KQ KAA MERGER

Mine is a big NO. How can a lose making company take a parastatal which has been
making profit ? How can a public asset be taken to a private company ?

!,



Office of the Clerk of the National Assembly
Main Parhament Buitdings, lst Floor
P.O Box4l842 - 00100
NAIROBI
Tel. 254- 020-2848300

From: "Jacrnta" <jecintanjen35 @ yahoo.com>
To: clerk@ parliament.go. ke
Sent: Monday, April 1 , 2019 9:33:05 AM
Subject: Merger

1 . Why do we have particrpatron online?
2. How many Kenyans can partrcrpate onltne?

Our government can do whatever they want because its a government of rich. Am
sure our leedback do not matter but am totally against the merger..



Office of the Clerk of the National Assembly
Main Parliament Buildings, lst Floor
P.O. Box4l842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "Plonyangatudo@gmail.com Emathe" <plonyangatudo039@gmail.com>
To: clerk@ parliament.go.ke
Sent: Monday, April 1 , 2019 12:54:34 AM
Subject: Kenya airways (KO) PllP to Kenya Airports Authority (KAA)

The proposed merger between Kenya airways and Kenya Airports Authority can not be
allowed to happen since Kenya airuays has shares from private agencies while Kenya
airports authority is a public entity and therefore it is not advisable for the proposed
merger to go through and more enough Kenya airuvays only owns three planes and to
add salt to the injury this may lead to job loses if allowed to go through, and therefore
am not lor this proposal.



Office of the Clerk of the National Assembly
Main Parliament Buildings, lst Floor
P.O. Box 41842 - 00100
NAIROBI
Tel: 254- 020-2848300

From: "peter mbalanya" <mbalanyapeter@gmail.com>
To: clerk@ parliament.go.ke
Sent: Monday, April 1 , 201 9 7:25:1 8 AM
SubJect: Merge

This is corruption of the highest order,it's going to lead to unemployment because more
kenyans will be retrenched and how can asick person lead a healthy person



Office of the Clerk of the National Assernbly
Main Parliament Buildings, lst Floor
P.O. Box41842 - 00100
NAIROBI
Tel: ./ \4- 020-2848300

From: "dorcas makena" <dorcasmakena @ yahoo.com>
To: clerk@ parliament.go. ke
Sent: Monday, April 1, 2019 1O:24:12 AM
SUbJEct: PPP AGREEMENT BETWEEN KQ AND KAA

As a patriotic Kenyan, I strongly oppose Kenya Airways running JKIA. This is because
KQ is a failed company that is seeking solace in KAA. The CEO Mr.Sabastian
Mikozsi can not run JKIA. He has no capacity and given that he came to KQ promising
to turn the company from a loss making company to a profit making company, he ended
up importing consultants from Porland and paying them hefty salaries yet they are
making losses and adding no value to the company.
ln my opinion, KQ should be sold to the government and be run by KAA. KAA has
capable managerS who can run the airline successfully without engaging foreigners. lf
KQ is really making losses, why is the CEO paying himself a salary that is not
reasonable? Let KQ stop dragging KAA in their mess.Let them sort their issues.They
have been funded several times by the government but ended up misusing funds and
can not explain how they the taxpayers money. The Airport is a public property and can
not be given out to a private company. JKIA is KAA's only income generating asset and
that income is used to maintain other airports and airstrips,

Regards,
Kenyan Partriot



Office of the Clerk of the National Assernbly
Main Parliament Buildings, I st Floor
P.O. Box 41842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "Peter Mbatha" <peterm bathas9 @ gmail.com>
To: clerk@ parliament.go. ke
Sent: Sunday, March 31,201910:33:48 PM

1 .By giving Kq to run jkia rs nsk rf they cannot run airline will they be able to run jkia?
2.Jkia is the mother of other arrports and airstrip in the country. So by givrng this major
arrport will be kilhng other airport.
3.We wrll also be risking to lose other airlines whrch use lkia since there will be no fare
compiting ground. And finally Jkia rs fully owned by government Kq is a private
company will it be a good idea to give govement assent to some individuals? Please
say NO to this proposal



Office of the Clerk of the National Assembly
Main Parliament Buildrngs, I st Floor
P.O. Box 41 842 - 001 00
NAIROBI
Tel:254- 020-2848300

From: "omache violet" <omacheviolet @ gmatl.com>
To: clerk@ parhament.go.ke
Sent: Sunday, March 31, 2019 10:23:12PM
Subject: Privatizatron of the airport is the worst mtstake,we can do,our able leader's rn

Parliament don't allow this fraudulent process of Kenya Airway's to take over
management of the airport, we trust in you



Officc of the Clerk of the National Asscmbly
Main Parliament Burldrngs, I st Floor
P.O. Box 4l 842 - 001 00
NAIROBI
Tel:254- 020-2848300

From: "Wilfred Momanyi" <wilfredmomanyi0l @gmail.com>
To: clerk @ parliament.go. ke
Sent: Sunday, March 31 , 201 9 10:.,l 1 :1 9 PM
Subject: how can a private loss making company manage a public profit making
company that rs total fraud,Kenya airways doe's not have the capacity to run the airport
,the best way to salvage the struggling airhne is to make it a state enttty,to be
owned100% by the government,compared to other Arline's like emirates, Ethiopian..
which are fully owned by the government
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Officc of the Clerk ol the National Assernbly
Main Parliament Buildings, I st Floor
P.O. Box 41842 - 00100
NAIROBI
Tel 254- 020-2tt48300

From: "Denis Oseko" <osekoden n is2 5@gmail. com>
To: clerk@parliament go.ke
Sent: Thursday, April 4, 2019 10:3"1 :52 AM
Subject: Proposed Public Private Partnership (PPP) agreement between Kenya Airuuays and
the Kenya Airports Authority

Greetings,

On the matter in the subject above, as a citizen of this country, I think it will not
be viable for Kenya Airways to take over Kenya Airports Authority.

For years the latter has been running the airport successfully and maintained its
profitability. On the contrary, Kenya Airways has been making losses year after
year and for them being given the airport to run would not be Financially viable.

Let it be the other way around, the government to take over the airline and pump
in finances to sustain it through the Airport Authority.

,fhan6.s and llegards.... ;

Denis Oseko.
+25472444631O, +25478060277O

NATIONAL ASSET{BLY
R.ET,JEIVEf)

0t Ant 2919

SENILjR DEPLITY CLERK
J. W, N.
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P. 0. Box 1184 2.00100, NAIROBI
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Office of the Clerk of the National Assembly
Main Parliament Buildings, I st lrloor
P.O. Box 41842 - 00100
NAIROBI
'fel: 254- 020-2848300

From: "Festus Kalu" <festuskalu@yahoo.com>
To: clerk@parliament. go. ke
Sent: Tuesday, April 2, 2019 9:39:59 AM
Subject: piip

It has come to my attention about piip for real I disagree on this on the following reason
1.how can a government property be taken n be a private property(when it will be a private
property the government it self it won't have any say on it and further more they will be
mismanagement of the property)
2.lets think outside the box, how can someone making more profit be controlled by someone
making losses to me it could KAA taking over KQ
3.it could be so easy if the government could buy the KQ shares n make Kq to be fully owned
by government n ican assure Kenya could grow it's GDP
4.the parliament should think when thy pass the bill of piip,who will own the specifical purpose
vehicle n who will be auditing it,because the auditor general will not have any powers to Audit
the private entity hence leading our country to have bad economy
Those are my reasons why I don't agree on piip,let KAA be KAA and KQ be KQ thanks in

advance and I hope my views will be considered
Sent from Yahoo Mail on Android

Sent from Yahoo Mail on Android

NATIONAL ASSEMBLY
RECEIVED

0c APR 201t

SEIliOii DEPUTY CLERK
J. W, N.
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P. 0. 8ox 11842.001 OO, NAIROBI
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Oflice of the Clerk of thc National Assembly
Main Parliament Buildings, l st Floor
P.O. Box 41842 - 001 00

NAIROBI
Tel: 254- 020-2848:100

From: jkwaweruv@g mail. com
To: clerk@parliament.go.ke
Sent: Monday, April 1, 2019 7:49:45 PM
Subject: KAA/KQ PARTENERSHI P

Make KQ a State entity to secure airport deal ,this should be the first step if the goverment
want to secure the deal.meanwhile Kq at its current state is a private entity,secondly it is
running at a loss so we can trust them with a public profit making organisation. Public
participation should be the first option before they kick start but the goverment started with
cabinet approvals thus public sensing a bad will or personal interest.....why should be KAA
chairman continue serving as cEo cBA bank..one of the banks who changed the loans to
equity this becoming share holders of KQ.conflict of interest again comes in black and white
again.NO to the merger

Sent from Yahoo Mail on Android

NATIONAL ASSEMBLY
R E C EIVED

04 APR 201!

SENIOR DEPUTY CLERK
J.W.N

P,0, Box 11842.00100' NAIROBI

41412019,1 l:ll AM
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Offrce of the Clerk of the National Assembly
Main Parliament Buildings, lst Floor
P.O. Box 4l 842 - 001 00

NAIROBI
Tel:254- 020-2848300

From: "Dennis Mutua" <dennismutua066@gmail.com>
To: clerk@parliament.go.ke
Sent: Monday, April 1,2019 7:53:05 PM
Subject: My view on the proposed PPP between KQ and KAA

Never have I heard or seen any lose making organization take over a profit making
organization. Again KQ is a private organization and KAA on the other side is a public entity,
thus this is like turning KAA to be a private entity. ln my view, the deal is NOT viable.

NATIONAL ASSEMBLY
RECEIVED

0{ APR 201!

SENIOR DEPUTY CLERK
J. W. N.

P. O. Box 11842-00100, NAIROBI
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Office of the Clerk of the National Assembly
Main Parliament Buildings, lst Floor
P.O. Box 41842 - 00100
NAIROBI
Tel:254- 020-2848300

From: "michael kevin" <kevinmichael334@gmail.com>
To: clerk@parliament.go.ke
Sent: Tuesday, April 2, 2019 1:53:48 AM
Subject: MERGER

..1 don't think if the issue of merging a loss making company KQ with KAA is ok...the
employees wellness should be considered at all cost!

NATIONAL ASSEMBLY
RE C EIVED

0" APR 201t

SENIOR DEPUfi CLERK
J. w. N.
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Officc of the Clerk of the Nalional Assembly
Main Parliament Buildrngs, lst Floor
PO. Box 41U42 - 00100
NAIROBI
Tel 254- 020-2848300

From: "Evans Mwangt" <egrchuhr50 em@gmarl com>
To: clerk@parhament go ke
Sent: Wednesday, Apnl 3,2019 12 53 11 PM
Subject: KQ-KAA MERGER

ln regard to the merger,i would like to forward my opinions
1 No staff should loose job erther KQ or KAA
2 lt should serve the interests of the country,the concessron should be mtntmum 13 billion
remitted to government through KAA.
3. KQ be made pubhc company before merger
4 Seek other opttons to keep KQ afloat,merger should be the last result
5 KAA should be the one to take over KQ not the other way round.
6 All concerns rarsed by PIC be taken into account
I hope my concerns will be addressed among other ctttzens.

,fI 4/4/2019.1121 Al)
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PARTNERSHIP BETWEEN KENYA AIRWAYS &KENYA AIRPORTS AUTHORITY
Importance: High

Dear Sir,

We wish to submit our attached memorandum on the proposed Public Private
Partnership {PPP} agreement between Kenya Airways & Kenya Airports
Authority, as was requested by the National Assembly via the announcement in

the Daily Nation Newspaper 0f 29th March at reference.

We, the Kenya Association of Air Operators iKAAO) are a registered National
Umbrella body whose role is to promote, foster, enhance, and protect the interests
of those engaged in the National Civil Aviation Industry. The attached memorandum
is therefore forwarded to the National Assembly to express the concerns that our
membership foresee in the proposed PPP.

We would be ready and willing to give more details on these key concerns should
you wish to call us for that purpose.

Kindly acknowledge receipt. \\'o

U 0 \(o
-?
$\ c"l

Regards,

Col (Rtd) EKWaithaka
Kenya Association of Air Operators
P O Box 27592 00506
NAIROBI o t! lt U

1L
Tel: 020 6001165
Cell:0711983441

Email : kaaoeo@aviationke
Website: www.aviationken

KAAO Memorandum to the Nationa! Assembly on proposed PIIP April
o 2019v3-converted.pdf

73 KB
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MEMORANDUM
BY

THE KENYA ASSOCIATION OF AIR OPERATORS [KAAOI

,I. PREAMBLE

KAAO (the Assoclatron) rs a Nattonal umbrella body whose role rs to promote, foster,
enhance, and protect the interests of those engaged rn Avratron lndustry and alhed
busrnesses rn Kenya

The Assocratron encourages adherence and maintenance of hrgh crvil avratron safety
standards and practrces, through strrct complrance wrth our Members'Code of Ethrcs

This memorandum rs therefore rn response to the rnvttatron by the NATIONAL
ASSEMBLY for the publc to submrt vrews and concerns that our Members have

2, QUALIFICATION

The tnvttatton to submrt memoranda presupposes access to crrtrcal rnformatron We are
unable to submit a detailed memorandum discussing any aspect as proposed in
the Privately lnitiated lnvestment Proposal except for the questions raised in
section 4 below.

From the rnformatron avarlable to us tn the public domatn we beleve that there ts a
desue to forge a lornt venture pa(nershrp between Kenya Arrways [KQ] and Kenya
Arrports Authorrty [KAA] to run the Jomo Kenyatta lnternational Arrport [JKIA]

When KAA had prevrously called for a stakeholder publtc meettng, we requested for the
PllP document but were not successful Thrs meetrng was later cancelled and as such
we have rnadequate factual rnformatron, All the same, our members have a specral
rnterest rn thrs matter

3. OUR INTEREST

Our rnterest rs encompassed tn our vtston which ts to create a safe, efficient, and
economrcally vrable Nattonal Civrl Avratron lndustry, through promotron and
enhancement of safe and sustatnable operattons, and the provtston of avratron servlces

The Kenya Arr Operators Assocratron rs not fundamentally opposed to any reasonable
strategrc rnrtratrve that ensures the Natronal Carrrer (Kenya Airways) re-establishes rtself
as a leadrng carner on the Afncan contrnent. We beheve thts can only be achieved



through the appropriate restructuring of KQ, both financially and operattonally, using the
best available resources both nationally and internationa lly.

Without detailed access and time to review the PllP, the Association is unable to
comment on the importance or relevance of the Proposal, which needs to also address
the legitimate concerns of the rest of the aviation industry.

The Association has perused the Progress Report on the lnquiry into the Proposed
Takeover of Jomo Kenyatta lnternational Airpod by Kenya Airvvays by the Public
lnvestments Committee dated 26th February 2019 and shares a number of the concerns
and questions raised in that report.

4, QUESTIONS TO BE ANSWERED

1. ln this JV contemplated, what is the shareholding and structure, considering that
KAA is a government institution?

2. How will other airports under KAA be managed - operationally and financially,
considering that most of them do not have the traffic sufficient to fund their
operations, while it is not a secret that hitherto they have been supported from
the funds accruing from the JKIA?

3. What assurance do we have from KAA that these other airports, some being
international, will retain the requisite standards as prescribed by ICAO without an
additional cost to the already over-burdened operators?

4. What is the current revenue per airport for KAA and expenditure per airport? The
Parliamentary Committee report indicates that there will be a net shortfall of
approximately Kshs 3.7 billion in KAA's operating budget post takeover. The
Association is extremely concerned about the implications this has for the
management, maintenance and development of the other national airports.

5. What areas does the JV envisage? Ground services, security, duty free shops,
cargo, other concessions?

6. How would Capex plan and funding be approached during the duration of the

JV? The PllP needs to address the developmenl landlor redevelopment of JKIA
if they want to successfully compete with the redeveloped Ethiopian (Bole

lnternational) and new Rwanda airports?

7. What will be the relationship between SPV and existing Kenyan operators at
JKIA during the tenure of the JV?



8. How would this JV run in line with current Government policies governing
aviation industry as well as the existing competition laws?

9. Have other options of reviving / strengthening KQ been considered, and how
critical is this to KQ's business plan going forward?

10.Are there any examples of PllPs in other jurisdictions and how successful have
they been?

11.As we approach this effort to secure Kenya Airways against the emerging
commercial competition, have we considered the regionaliglobal competitive
context in the light of the treaties that Kenya has signed in the past? We have in
mind some within the African Union.

12.Kenya is a contracting State of the lnternational Civil Aviation Organization
[CAO] which is a UN Agency. One of its principles is to encourage fair and
healthy competition in international commercial Air Operations. Would running of
JKIA by KQ which also runs lnternational commercial flight operations, not pose
a large measure of conflict of interest in provision of Airport services to its
competitors in lnternational flight operations?

5. CONCLUSION

As the umbrella body for Air Operators in Kenya, we wish Kenya Airways all the best in
their regional quest to re-establish its dominance, however this must be done without
jeopardizing the rest of the industry that is vibrant and plays a pivotal role in tourism,
cargo as well as international humanitarian aviation operations, and also employs many
Kenyans.



MEMORANDUM
BY

THE KENYA ASSOCTATTON OF AtR OPER.ATORS KAAOI

1. PREAMBLE

KAAO (the Association) is a National umbrella body whose role is to promote, foster,
enhance, and protect the interests of those engaged in Aviation lndustry and allied
businesses in Kenya.

The Association encourages adherence and maintenance of high civil aviation safety
standards and practices, through strict compliance with our Members'Code of Ethics

This memorandum is therefore in response to the invilation by the NATIONAL
ASSEMBLY for the public to submit views and concerns that our Members have.

2. QUALIFICATION

The invitation to submit memoranda presupposes access to critical information. We are
unable to submit a detailed memorandum discussing any aspect as proposed in
the Privately lnitiated lnvestment Proposal except for the questions raised in
section 4 below.

From the information available to us in the public domain we believe that there is a
desire to forge a joint venture partnership between Kenya Airways [Ke] and Kenya
Airports Authority [KAA] to run the Jomo Kenyatta lnternational Airport [JKIA].
When KAA had previously called for a stakeholder public meeting, we requested for the
PllP document but were not successful. This meeting was later cancelled and as such
we have inadequate factual information; All the same, our members have a special
interest in this matter.

3. OUR INTEREST

Our interest is encompassed in our vision which is to create a safe, efficient, and
economically viable National Civil Aviation lndustry, through promotion and
enhancement of safe and sustainable operations, and the provision of aviation services.

The Kenya Air Operators Association is not fundamentally opposed to any reasonable
strategic initiative that ensures the National Carrier (Kenya Airways) re-establishes itself
as a leading carrier on the African continent. We believe this can only be achieved
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through the appropriate restructuring of KQ, both financially and operationally, using the
best available resources both nationally and internationa lly.

Without detailed access and time to review the PllP, the Association is unable to
comment on the importance or relevance of the Proposal, which needs to also address
the legitimate concerns of the rest of the aviation industry.

The Association has perused the Progress Repoft on the lnquiry into the Proposed
Takeover of Jomo Kenyatta lnternational Airpoft by Kenya Airways by the Public
lnvestments Committee dated 26th February 2019 and shares a number of the concerns
and questions raised in that report.

4. QUESTIONS TO BE ANSWERED

1. ln this JV contemplated, what is the shareholding and structure, considering that
KAA is a government institution?

2. How will other airports under KAA be managed - operationally and financially,
considering that most of them do not have the traffic sufficient to fund their
operations, while it is not a secret that hitherto they have been supported from
the funds accruing from the JKIA?

3. What assurance do we have from KAA that these other airports, some being
international, will retain the requisite standards as prescribed by ICAO without an
additional cost to the already over-burdened operators?

4. What is the current revenue per airport for KAA and expenditure per airport? The
Parliamentary Committee report indicates that there will be a net shortfall of
approximately Kshs 3.7 billion in KAA'S operating budget post takeover. The
Association is extremely concerned about the implications this has for the
management, maintenance and development of the other national airports.

5. What areas does the JV envisage? Ground services, security, duty free shops,
cargo, other concessions?

6. How would Capex plan and funding be approached during the duration of the
JV? The PllP needs to address the development /and/or redevelopment of JKIA
if they want to successfully compete with the redeveloped Ethiopian (Bole
lnternational) and new Rwanda airports?

7. What will be the relationship between SPV and existing Kenyan operators at
JKIA during the tenure of the JV?



8. How would thrs JV run tn hne with current Government policies governtng
aviation industry as well as the extsttng competrtron laws?

9 Have other options of revtving / strengthentng KQ been considered, and how
cntrcal is thrs to KQ's busrness plan going forward?

10 Are there any examples of PllPs in other 1u rrsdictions and how successful have
they been?

11 As we approach thrs effort to secure Kenya Airways agarnst the emerging
commercral competition, have we consrdered the regional/global competitive
context rn the hght of the treattes that Kenya has stgned in the past? We have rn

mind some withtn the African Unron

12. Kenya rs a contractrng State of the lnternational Crvil Aviatron Organizatton
flCAOI whrch is a UN Agency. One of its princrples rs to encourage farr and
healthy competrtron in internatronal commercral Air Operatrons. Would runnrng of
JKIA by KQ whrch also runs lnternational commercial fhght operations, not pose
a large measure of conflict of inlerest rn provision of Airport services to its
competrtors in lnternational fhght operations?

5. CONCLUSION

As the umbrella body for Air Operators in Kenya, we wish Kenya Airways all the best rn
their regional quest to re-establish rts dominance, however this must be done without
leopardrzing the rest of the industry that is vibrant and plays a pivotal role in tourism,
cargo as well as tnternatronal humanrtarian avratron operahons, and also employs many
Kenyans.
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KENYA AIRLINE PILOTS ASSOCIATION

KALPA

KALPA POSITIO N ON PROPOSED JKIA TAKEOVER BY KENYA AIRWAYS

Kenya Airways (KQ) began as a furly owned Government entity with the objective of being Kenya,s
main flag carrier, thus giving visibility to the country. This was a significant step in enhancing and
promoting tourism, a key sector in the economy.

When KQ was privatized, the Government's intention was to improve efficiency in the National
carrier and get value for money. ln retaining substantial shareholding, it was evident that
Government's intention was to maintain a significant role in the airline. lt is for this reason that
when KQ has had financial challenges, the Government has repeatedly stepped in to rescue the
organization. ln view of this, it is clear that the National carrier remains an important pillar in the
development of tourism and aviation not only in Kenya, but also in the East African region. The
company offers various quality jobs that have significant impact in other areas of the economy and
as such, these iobs need to be protected.

The aviation industry contributes 5% to our GDp, directly and indirectly. rt is estimated that 620,000
jobs in the country are supported by this sector. The industry can contribute more if both Ke and
Kenya Airports Authority (KAA) experience growth. KAA growth is not assured if Ke were to collapse.
Similarly, KQs growth cannot be assured without an improvement in its cash flow, which would
requare significant financial injection from investors and shareholders. Following the last cash
injection, the Government became the largest shareholder and guarantor to the consortium of
Banks that were persuaded to turn debt into equity. with this in mind, the Kenyan taxpayer would
be the greatest loser should KQ collapse.

KAIPA is yet to be furnished with specific details of the proposed takeover document. That said, an
innocent outlook of the idea/proposal from a birds eye-view appears to suggest an avenue of
improving KQ's cash position without additional financial injection. This should offer a holistic
approach to develop the aviation andustry where focus should be in growing JKIA as a regional hub
while in the meantime, improving the cash flow situation at Ke. The ripple effect of this will be to
spur growth, and in effect, increased traffic into.lKlA, thus improved revenue for (AA. ln addition,
with this being a home grown solution, it locks out foreign strategic partnership as their financial
support would not be required. This will give Ke more flexibility in making commercial decisions that
are beneficialto KQ, KAA, and Kenya as a whole.



However, as the old saying goes - 'the devil is in the detoils'. Specific details of the proposed

agreement need to be clear and transparent to all stakeholders - KALPA included, to eliminate

suspicion and provide confidence for this Proposal.

What is key how€ver, is to ensure that exhaustive and thorough due diligence is carried out on this

proposal, and the agreement well crafted to avoid possible pitfalls that have occurred in the past'

Case in point of few examples of these pitfalls/mistakes that continue to haunt the airline are as

follows:

7. Relotively high olrline ticket Nices.

2. Alrline policies eg. Reduction ol check in boggoge allowonce from two to one'

3. tnoppropriote choice ol qhcroft equiPment, morc-so to Afticon destindtions where

customer' boggdge ore left behind,

4. The role ol KLM in KQ. Bidsed pqrtne5hip illustruted by KLM'| route network in Africq' ln

tetms ol Sodrd Prccedure ond pructlce, currently one KLM Director con veto the entlre KQ

boord's decislon.

5. Poorly motivoted work force, most ol whom ore in the lront line interqcting wlth

custome$. lt is impottont to note thot some ol these workers are outsourced ond on

unfovotdble short te'm contrscts, thercby qlfecting seNice delivery.

Similorly, the Government needs to utgently review Policy on trqlfic rights gronted to loreign
oirllnes into out mdjot hubs, i.e Noirobi ond Momboso. ln dddition, given KQ's stotus qs on

importqnt plllot lor development ond ndtionol pride, the Govemment shoutd considet giving some

concessions to KQ. e.g tdx, noviqotion dnd londing fees-

SummoN:

whilst KALPA does not oppose the idea in question, specifics/details of the proposal need to be

shared with the Association and other stakeholders prior to its endorsement and rollout. KAIPA will

only offer full support to an avenue that will Senuinely help chanSe KC[s fortunes, while also

excluslvely protecting iobs and benefits of all employees involved.

For and on behalf of KALPA

Capt. Murithi NyaSah

GENERAT SECRETARY & CEO
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4th April 2019

Dea r Sir,

The Clerk of the National Assembly,
P.O. Box 41842-OO1OO,

Nairobi.

RE: sU PPL EME NTARY MEMORA
BETWE EN KE NYA AIRWAYS AND

NDUM ONTHEP ROP OSED PUBLIC PR IVATE PARTN ERSHIP
KEN YA AIR PO RTS AUTHO RITY AND THE WAY FORWARD.

1. INTRODUCTION

REAS ON W YK W ts PPOSE T TH P PROJ CT

As we had stated in our main memorandum, Kenya Aviation Workers Union (KAWU) is atrade union that represents unionsable employees in th" entir" aviation sector in thecountry. Hence our genuine stake in this maiter.\_-

Yjrl'r"*tJtt 
the on-set state that KAWU futly supports initiatives aamed at turnin'

;H::ffir[ilseveral attempts made in the past to save the airrine from its perenniar

KQ',s turn-round wi' onry be achieyed by deep diving into the root causes of the airrinesfinanciat troubtes and estabtishing ho* nor*o"frlil";:;;;" pitfails asain.ln our opinion, the root cause for Ke,s woes .r" b; ;;management." 'vs '|vr I\\-( r wutss can oe summed into "lack or prudent
we are convinced that taking over the operations and running of JKIA does not
ffff::::"r:." 

of the much needed intervention, .na .rr,*.n.u that Ke needs for its

IMBA

Kenya Airways is a private company operating as the nation,s flag carrier. On the otherhand, KAA is whoily owned by the s"""r"r"i r;;; ;;" profitabte business unit is

The proposed p p model h
i n c r i n e d i o .,t 

" 
r, 

" 
-o u 

" 
1i,"" ;::, I :" :'r'Jl:, J?i, .*:,.I"ff i",}il l, *.The Pllp proposal also creat

network airports which , i;*: iff;i;ll,[:jiJJ:r1ilf.1i l;:T;Kenya Airports Authority (KAA) Act, 1991.

hence is more

g for the other
P Act, 2013 and

We have shared in our mai
aviation a uth orities a nd ril ;:X:;:.:r,J"ilH, ;,:j:,iij: ff:.ie,:,llf :,.::untested model which is doomed to fail:

1



The sald Alrlines are Egypt Air, AirMoroc, Ethlopla Alrlines and Rwandalr. ALL arestate owned.

The Gurf carriers of Emirates, Qatar and Etihad, which are some of the best in theworld, are all government owned with the state also running the airports and
other aviation infrastructu re:
Form the above examples, it is clear that their models are generally anchored onstreamrining and making the civir aviation sector more vibrant, cost efficient andcompetitive through focused planning and co_ordination.
ln the case of the KCfs pllp, the model is dead on arrlval. It assumes that Ke iswholly owned by the government, which is not the case, and that the otheraviation entities will all coalesce into one fold after the take-over.

a

Fu rthe r shortcom lncs of the PIIP

lt of eF di

a The intended take-over of JKIA by Ke does not conform to the requirements of pubtic
Private Pa rtnersh ip (ppp) framework.
By its business nature, KQ has neither the expertise nor the experience of running andmanaging airports.
At the moment, JKIA generates over 9O%ioof KAA,s revenues.
One of the government,s key objectives is to open up the country by developinginfrastructure that creates rapid connectivity domesticary and regionary throughgro\n^h of airports and airstrips acrols the country. This dream wi, be unattainabre onceJKIA gets into the private hands of Ke.

a

o ul F m PM o PI

o The audit and consultancy firm of KPMG concluded in their findings that the deal wasuntenable.
o KPMG was unable to confirm that Ke is able to even fund the p p as they withheldcrucial information under the guise of confidentiality.o KPMG further observed that KQ's five year pran for 207a-2022does not incrude the pap.. They observed that such rescheduling could detrimentally impact Ke,s cash flow andthereby impacting their ab ity to fund the pltp.

2



KPMG also observed that Ke is facing challenges servicing their debts despite ofreceived waivers from renders covering the period up to 31,r December zora. irreyquestioned KQ's ability to be the operator of JKIA under the p p.

on the structure of the proposed speciar purpose Vehicre (SpV), K,MG observed that Ke
has not provided the detaired spv organization structure which is essentiar for
determining the fate of majority of KAA emproyees, the serection criteria as we as
clarity on which policies and procedures will apply in the SpV.
To make it worse, the auditors established that Ke presently does not have the
credentials to develop or operate an airport. This fact has been repeated by many
observers and commentators arike. we share in this opinion that indeed, KQ racks not
only the credentials but the competence to run an airport like JKIA.
The auditors arso observed that without JK'A, KAA wirr require funding since the
concession fees to be paid by Ke were not sufficient. We therefore wonder in whoseinterest it is to prunge KAA into financiar mess and burdening the taxpayer more byfunding KAA which is financially stable today.
we are unabre to understand why, even after receiving these findings by a competentauthority rike K,MG, the prp by KQ is sti, being pushed in spite of its obviousshortcomings and disadvantages to KAA. We ask again, in whose interest is this project
being propelled?

abu rec m ndati rK rn-a ounsf

Kenya Airways has not suddenry found itserf in the woods financia[y as some proponents of thePrrP wourd rike us berieve. The troubre started with the ambitious freet modernization andNetwork expansion programme dubbed project Mawingu. Below, we highlight other viable

:;"t;:r 
*n'rn have been recommended for KQ's revivar but the airrine has chosen to iSnore

r rn February 2017, a reputabre internationar airrine consurtancy firm, seabury Group, wascontracted by KQ to advise the airrine on a viabre turnaround strategy and they madevery plausible recom men d ations.
Key among them was the conversion of debts owed to rocar banks and the governmentto equity which was impremented in 20L7 which resurted in spurring the airrinesliquidity and cash-flows.
Another recommendation was to engage the Unions more robustly to negotiateproductivity d riven CBAs.
Seabury also recom m ended 

. 
that Ke engages the government to waive taxes onimported aircraft parts and other m"terials-rs'ed for rirlr-utt maintenance.

They also recommended the enactment of a law to ensure all government employeesand contractors utilise Ke for their travel.
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ln addition, it was recommended that Ke proactively engages the government to waivetaxes on jet fuer which wourd save the airrine over KES i sittiou annua[y which is morethan what Ke would generate from running lftA. ti is ironical that Ke pays RailwayMaintenance Levy for its jet fuer'yet this Ievy goes to support a sector seen as acompetitor.
Take-over of JKrA was not one of the recommendations by seabury. why doesn,t KQimplement these recommendations and forget the JKrA take-over? After ar, there aremore benefits to reap from imprementing these recommendations which wourd makethe airline more stable and sustainable in the long run.
we are convinced that this dear is driven by othe.. motives in rieu of soundrecommendations made by Seabury. why would KAA be made to relinquish its mostprofitabre business unit to save KQ when there are more prausibre options to achieveeven better results?

No n-En ase ment of KAWU bvKO ndKAA

The managements of both Ke and KAA have chosen to keep its employees and

:articularry 
the union, in the dark on the discussions concerning the proposed take-over

To date, KAWU has not been provided with a copy of the privately rnitiated rnvestmentProposal (P'p) by Ke which carries the detairs oi ho* *,e proposed take-over wi, beimplemented.
we have information from a recentry concruded study by KpMG audit firm that if thetake-over dear works as propos-!g-, there wi, aeriniterv tu ,"aundancies mainry affectingKAA staff currently working at JKtA and at the Head Oific;.
It is therefore absurd to ignore the union in such cruciar matters.

Previous Fa iled Restructu rins'lnltlative s Carried out bv KO

ND STANDI G IAN M

Discuss the Ke CEO and MD under the following

o KQ has carried out 3 retrenchments since 2012 that failed to save the airline.. 
:Jj::":1.:::was 

then introduced, where staff were, and continue to be engaged on

o We have protested the element of discrimination arjobs. ur ur)LI rt'rrtrarlon amongst employees doing similar

o we are now experiencing yet.another restructuring intention arbeit with a srightdifference, but with the same imprications of job rosses. we are convinced that noamount of restructuring initiatives wi, save KQ from its rosses without first iJentifyingthe root cause of its probrems and address *'urn. w" are opposed to have theemployees' jobs arways being sacrificed in tr,u nrn,.'" oiraving the ross-making airrine.
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a) xtr me Man em ntF ilure a

Notes: (Refer to main document)

b) Loss of confidence in KQ' s cEo

c) lnt rit of he rou M n

o KAWU, and a great m ajorlty of aI cadres of emproyees of Ke, has lost confidence inthe stewardship of the Ke CEO Sebastian Mikosz under whose tenure fe h"s suntideeper into losses_

' we have arso rost faith in his capabirity to turn around the airrine despite engaging ahuge number of forsign arpioy"ar'in tne n.-re of ,,airrine 
experts,,. we areconvinced that sebastian, having admitted that he is unabre 1; i;;. *o ,n,oprofitabirity as quoted above, is onry interested in iini^g his pockets and those of hisfellow native polish he has broughi i"," XO. ,r" wonder that he is now the chiefproponent of the pllp,,a project that he strangely believes will provide KQ with asingu lar dose for revival.

Below, we highlight some of the reasons why KAWU, and a Iarge majority of Ke employeesincluding managers, have rost confidence In t in. 
"na'*r,i we are caring upon him to throwin the towel and exit honourably. " ' sire vrrrv

in ctor & EO

o The Union has lost faith and confidence in Ke,s CEO Sebastian Mikosz for variousreasons.

. He has continued to lie over his salary and the pllp
o we wish to reiterate that our position is that sebastian earns crose to KES g Mi,ion permonth and that his denial is a plain lie. We have evidence from Ke,s published half yearresurts for the period ending 31't December 2017 that in a period of 5 months,sebastian's total remuneration was KEs 4G,694,000 Mirion. This transrates to KES 7.gMillion per month contri

extra ct rro m the sai d ,":il: iJ:: ::,f : ilj. LLll, i; lll #: ,. ff ::JjJ,i;issues and his integrity is questionable.
. Engagement of 7 polish Consultants and their unreasonable payments

o We have an issue in the n
or consurtants * *, ,, ,r nl"ll;J::XJ*"T::,r ;.:::T::,:ffil#:::j:1il:;questionabre credentiars in detairs in the rnain r",norundr., but what beat rogic arethe unreasonably high perks paid to them.
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For exampre' he paid one Monika Kiertyka-Michna who is designated as ,,rnterim
Management" a total of usD 1o8,0oo (KES 11 Mirion) for services rendered in February2018 vide rnvoice No. o2/207g dated 1u March 2018 approved and signed by sebastianand acknowredged by the said Monika. The money was paid on 10th March 2019through a bank transfer to Monika's bank account in porand with account number pL
85103000190108400471058.

Another polish ,,consultant,, 
by the name Michal Smierclak was paid a total of USD82,000 (KES 9.3 Mirion) for services rendered in February 201g vide rnvoice No. 02/2078dated 1't March 2018 approved by sebastian and acknowledged by the said Michal. Themoney was paid on 10th March 2018 through a bank transfer to Michal,s bank accountin Porand with account number pL 20114020040000311201967694. (Attached arecopies of the two invoices).

There are 5 0ther porish "consurtants" emproyed by sebastian whom we have reason tobelieve, going by the above evidence, that they ,r" 0.,, similar terms bringing the

L1:f: 
a,.' cost of emptoyment for the 7 peopte to about KES 66.s Miltion every

we berieve that sebastian has a direct interest in these payments being the person whosolely appointed these people to Ke.

dlouestion able Oua lificatlons/Credentia ls of thePo lish"cons ulta nts"

Notes: (Refer to main document)

A quick look at the credentials of the six foreigners from poland hired by Ke CEO SebastianMikosz demonstrates that they bring no speciar skirs that are not avairabre in Kenya.

The union is at ross to understand why a, these 7 so-cared consurtants have tooriginate from one country _ poland. lf.,,ff *Oira',f,a need to source for erternalconsurtants, did they a, have to be from sebasti.i,l 
".tionaritvt Must a, of them comefrom a consurting firm (Air Biz support) 

"rro.i.,"Jirin sebastian? we read somemischief here and again we call to qrur,io" i"U.rtir"i ,","ar,rr.

We are also very concerned at.the recruitment of a High Number of ,,Expatriates,,(1g 
to

$;::::TlJ::we 
have sufficient rocar tarent ; ;";;;; the same rores that they are

Violation of Ke,s recruitment policy which advocates for trbeen rampant since the arrivar of sebasu."- n r"lelrr.;::tjil:lij#;ffJ::::ff;
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Irre

been appointed without the rores being advertised interna[y or without subjecting the
appointees to an interview process.
one good example is the appointment of one Angela Nderu to the role of Head of
strategy without either an interview or without advertising the role for competition
among other managers. Angera's qualification is a Diproma in catering and hoter
management and she previously held the role of Manager in charge of cabin crew. How
she suddenly acquired qualifications to warrant her appointment to the new role beats
logic. Her salary was also raised from about 300,000/= per month to 950,000/=per
month, a raise that has raised eyebrows aI over Ke. This is just but one exampre.

ular men or Per al S it

we have evidence that sebastian has engaged the services of a private security firm toprovide him with 2 personar secu rity/bodygu a rds. whirst the necessity for personar
security and personal bodyguards is in itself questionable given that no previous Ke cEo
has been provided with such a service, what attracts the attention of the union is the
huge amount of money pa id for this service.
on 28th May 2018, Sebastian paid a security firm by the name sarama Fikira an amountof USD 10,979.05 (armost KES 11 Mi,ion) for security services provided in the month ofMay 2018 vide an invoice No. SpGL/2018/1643. (A copy of the said invoice is herebyattached).
We wonder what calibre of security was provided to warrant payment of such anamount of money for one month. Even a whore battarion of Recce squad cannot attract
a payment of this amount. This again cals the integrity of sebastian to question.

2. CONCLUSTON AND RECOMMENDATIONS
From the
can save

Seab u ry.

foregoing, KAWU is convinced that the take-over of JKrA is Nor the onry option that
KQ from its financiar mess. There are more and better options as recommended by

Other in itiatives could entail

sale-Lease-Back of aircrafts. out of the 23 aircrafts owned by Ke 20 of them are on
Lease-Buy arrangement Ke has arready acquired 70% ofthese aircrafts. This arows Ke
to realize between 50-70 bilion if they sare this aircrafts and rease them back. This
money can be utirized to buy off roans and fund other expansion prans. There is a ready
market for th is proposal.
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a

worthy to note is the fact that the ideas contained in the pflp proposal can still be
implemented under the current KAA struFtures. rn fact, the pIp borrows heaviry from
the KAA's 5 year Strategic Plan.

Formation of Kenya Aviation Holding Group (KAHG)to replicate the earlier cited Airlines,
operating models. This is after delisting Ke and making it fully owned by the
government of Kenya. KAHG will incorporate KO, KAA, KCAA, CATER|NG, GROUND
HANDLING, cARGo and other AtR opERAToRS that would facilitate robust inter-
concessions.

we are convinced that KAA should not be deprived of its profit making unit in a bid to
save KQ. Nonetheless, KQ is currently enjoying numerous concessions by KAA. For
instance, Terminal 1A and Bays 19-2g exclusive use by Ke.
we also urge thi6 committee to reveal the real owners of KCfs leased aircrafts and the
leasing contacts which are shrouded in mystery.

Refer to maln document

Consequently, KAWU urges.the National Assembly to vote against the take-over dear and
recommend for the immediate exit of Sdbastian Mikosz as the Ke CEO and Johny Andersen as
the KAA CEO.

Moss Ndiema
Secretarv General
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')mf^rnfl Kenya Aviation Workers Uniom
All correspondents should be oddressed to the Secretary Ceneral

Aiq)ort Coorplct l.ld
JIOA Crrgo Viltege,
P.O. Bor 19157-0O<0t
Nlirobi, I(coye.
TeL 0729 039 242

4'h April 20 t9Thc Clerk of the Nstional Assembly,
P.O. Bor 41842-00100,
NAIROBI.

Dear Sir,

RE: MEMORANDTJM ON THE FOSEI' PI,JBLIC PPRO RIVAT E PARTNERSIIIP
BETW KE AIR htYA SA

Following your request for submission of memoranda pursuant to the provisions of Articles 95
and 201 (a) of the constitution in the matter of the proios"d public hivate partnership between
Kenya Airways PLC and Kenya Airports Authority, attached herewith please find our
memorandum for cinsideration.

we turther request that we be allocated a time srot to appear bofuit thc Departmenlal committee
on Transpo(, Public Works and Housing to present.lqd prosecute our memorandum.

We look forward to your considelitiirn:,,1,. :, , ,

Yours faithfull v,

Moss Ndiemr
Secretarv General

It's a new dawn!



4th April 2019

The Clerk of the National Assembly,
P.O. Box 41842-00100,

Nairobi.

Dea r SV,

RE: EMORANDUM ON THE PROPOSED PUBTIC PRIVATE PARTN ERSHIP BETWEE N KENYA
AIRWAYS AND KE NYA AIRPORTS AUTH RITY.

1. INTRODUCTION

a) Who is Kenva viation orkers [Jnion
Kenva Aviation workers union (KAWU) is a trade union regaly registered by thre
Registrar of Trade Unions in accordance with the provisions of section 19 of the Labour
Relations Act, 2007. rt is the trade union that represents unionisable employees in the
entirc aviation sector in the country.
KAWU has valid Recognition Agreements with emproyers in the aviation sector incruding
Kenya Airways PLC (Ke), Kenya Airports Authority (KAA), Kenya civil Aviation authoriti
(KCAA) and Trade Winds Limited among others.
By virtue of the Recognition Agreements entered with the said emproyers in accordance
with the provisions of section 54 of the Labour Rerations Act 2007, as weI as
subsequent colective Bargaining Agreements (csA) with the said emproyers, KAWU is
therefore a key stakehorder in afl matters directly or indirectry affecting emproyees in
the aviation sector, being the sole representative of the employees.
we are therefore presenting this rnemorandum to this honourabre committee on beharf
of all the unionisabre emproyees in the aviation sector whose interests are threatened
by the proposed take-over of the operations of Jomo Kenyatta lnternational Airport
(JKIA) by KQ.

b) Ne d for KQ tobeAsslsted to Turn Around

As a key stakeholder in the aviation sector, and particularly in the Ke,s airline business,we are concerned at the manner in which Ke,s business performance has been on the
decline over the last 7 years plunging the airline into heavy losses in the tune of billions
of sh illings.
This scenario spells doom not onry to the country which reries on the airrine as one of itsdrivers of the economy, but also to the employees whose.iobs have constantly been afrisk. lt is therefore in our interest, as it is every Kenyan,s interest, to see Ke regain iis
status in the airrine business in the region and in the continent as the ,.pride 

of Africa,,.
There have been severar attempts made in the past to save the airrine from its perenniar
financial challenges. whire most of the initiatives made in the past seem to have yierdeJ
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no fruit, we are convinced that a rot more needs to be done by afl stakehorders tosupport the recovery of re airrine. The recent debt restructuring done in 2017 is oneattempt that has marginaly stabirised Ke's cash-frows with most debts converted into
equity. However, this alone will not save the airline.
KQ's turn-round will only be achieved by deep diving into the root causes of the airlines
financial troubles and estabrishing how not to faI into those pitfalrs agarn. The root
causes may range from deriberate mismanagement brought about by inept and poor
leadership at the top revers, hostire operating environment due to the proriferation of
external airlines eating into the domestic and regional market with government support,
unfavourable tax regime, irregurar procurement procedures and voratire fuer prices.
We are convinced that taking over the operations and running of JK|A does not
constitute one of the much needed interventions and assistance that Ke needs for its
turn round. rf KQ cannot make a profit from running its core business of frying aircrafts,
then auxiliary revenues from non-core activities rike running the airport wifl not surery
save it from collapse.

2. REASONS HY KA utsoPPOSED TO TH E PIIP
As an important contributor to the national economy, Ke needs to be rescued from collapse.But the rescue mission must uphord and compry wi*r the appricabre raws, which the take-overproposal is not doing. Berow are some of the reasons why KAWU is opposed to the proposed
take-over of JK|A by Ke:

a) The PttP Model Not Suitable tn Ke,S Case

Kenya Airways is a private company operating as the nation,s frag carrier. on the otherhand, KAA is wholy owned by the government and its prime profitabre business unit is
JKIA.

KQ controls about 50% of the business at JKIA. Since 2012, Ke has been experiencingoperational and financiar performance charenges epitomizing an entity stioraoa Liimprudent business strateSy reading to cash fiow pressure occasioned by high fixedcharges.

As a resurt, the airrine's ticket charges have been rerativery uncompetitive therebyeroding the cabin factor in favor of the competitors with attendant perenniar financiarlosses and default in meeting its debt obligations.
ln May 2018, KQ obtained cabinet approvar to initiate the process of running JK,A underPublic Private partnership arrangement premised on the need to upscare JKrA expansionto enable the growth of the airline.
The proposed p,p moder has no inbuirt risk sharing erement ancr hence is more incrinedto a "take-over" rather than a public private partne;ship (ppp).
The PrrP proposar arso creates a possibirity of a viabirity gap funding for the othernetwork airports which is ilegar within the frameworks of both the ppi act, ioril"iKenya Airports Authority (KAA) Act, 1991.

a
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Below, we look at other comparable African airlines and aviation authorities and how they are
run which reveals that the Ke s pllp is an untested model which is doomed to fail:

Egvpt

ln Egypt, the government wholly owns the Egyptian Holding Company for
Airports and Air Navigation (EHCAAN) with its subsidiaries being:

! Egyptian Airports Company which manages 19 regional airports
with a volume of 22 million passengers annually which is
equivalent to 60% of the total traffic

) Cairo Airport Company which manages Cairo lnternationalAirport
) National Air Navigational Services Company which serves as the

industry regulator
! Aviation lnformation Technology

EHCAAN is an independent entity which operates on commerciar terms and its
mandate incruded deveropment and expansion of aviation facirities and
infrastructure to support economic activities.
Egypt Air, the nationar carrier, is 100% Government owned and is now the
largest airline operator in the continent by traffic numbers.

Morocco

. The Moroccan Airports Authority is 1OO% Government owned.

. lt operates airport infrastructure as well as Air Navigational Services.

' Royal Air Morac is the Moroccan national carrrer and is 7000/o Government
owned

ln Ethiopia, the Ethiopian Aviation Holding Group is 1OO% Government owned
with the following subsidiaries:

! Ethiopian Airrines Group which is the nationar carrier for both
passengers and cargo busin ess
Ethiopian Airports Enterprises which runs the national airports
Logistics Company
Aviation Academy
lnflight Caterang Services;
Maintenance, Repairs and Overhaul Services; and
Ethiopian Hotel and Tourism Services.

Therefore the airline and the airports management are al wholy owned by thegovernment

a

a
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Rwanda

ln Rwanda, the Rwanda Aviation, Travel and Logistics Limited is 1OO%
Government owned with the following subsidiaries:

) RwandAir which is the national carrier
F Rwanda Airports Management Limited which

national airports
D National Logistics Company Limited
F Hospitality and Travel Management Limited; and
! Akagera Aviation Academy

manages the

o The Gulf carriers of Emirates, eatar and Etihad, which are some of the best in the
world, are all government owned with the state also running the airports and
other aviation infrastructure.

o Form the above exampres, it is crear that their moders are generary anchored on
streamrining and making the civir aviation sector more vibrant, cost efficient and
competitive through focused planning and co-ordination.

o ln the case ofthe Kes pllp, the model is dead on arrival. lt assumes that Ke is
wholly owned by the government, which is not the case, and that the other
aviation entities will all coalesce into one fold after the take_over.

b) Shortcomi ncsofth e PllP

The intended take-over of JKIA by Ke does not conform to the requirements of public
Private Partnership (PPP) framework. The public private partnership Act envisages asituation where both parties to the partnership benefit. How then does it benefit KAA tocede its premier cash cow to KQ in exchange for a concession fee ress than one third ofits current ea rn ings?

KQ is a private enterprise as opposed to KAA which is a public organization created to bethe public custodian of the country,s aerodromes and fully funded by tax-payer. Ke,score mandate as a risted company is to run the airrine business. since its inception, KQ,smandate has not invorved running of airports which has been the preserve of KAA andits predecessor, the Aerodromes Department.
8y its business nature, KQ has neither the expertise nor the experience of running andmanaging airports' on the other hand, KAA has not onry the expertise but a richexperience in running and managing airports. we are concerned that an entity that isnot conversant with running an irnportant facirity rike JK,A is being handed such animportant responsibility on a silver platter.
At the moment, JKIA generates over 9oo/oof KAA's revenues. By ceding the business unitthat brings the largest share of their revenue to Ke, KAA will remain a shell of its original
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self. we feer that this is not onry against the pubric interest but also a poor and
misinformed business decision with a view to profit a private enterprise from pubric
coffers.

Further, with 90% of its revenue stream gone, KAA will not be able to execute its
mandate of expanding and expanding and growing more aerodromes and airports in
Kenya due to lack of funding. Expansion of airports across the country is of pubric
interest as it resonates with the country's social-economic development agenda.
without JKIA, KAA wirr not be abre to deriver on this key expectation of the Kenyan
One of the government,s key ob.jectives is to open up the country by developing
infrastructure that creates rapid connectivity domestica y and regionally through
growth of airports and airstrips across the country. This dream will be unattainable once
JKIA gets into the private hands of Ke.

c) FI s onsul n Fi PM tlnF urofK 's PllP

The audit and consurtancy firm of KPMG was recentry contracted by KAA ari their
Transaction Adviser on the take-over dear. After reviewing the prp presented by KQ,
KPMG established certain findings which make the deal untenable.
KPMG observed that it had not received the detaired financiar information required to
confirm that KQ is today is able to fund the pllp. They observed that Ke has withheld
such cruciar information from them terming it confidentiar. We are wondering why KQ is
unwilling to give fuI discrosure of its financiar capabirity to run the airport which is a
public asset yet it expects to be handed the facility without questioning.
KPMG further observed that Kes five year plan for ZOLA-ZOZL does not cover the
concessionary period it proposes to run JKrA noting that certain financiar amortisations
have been reschedured post the 5 year pran. They observed that such rescheduring
could detrimenta,y impact KCs cash frow and thereby impacting their abirity to fund
the PllP.

KPMG also observed that Ke was in breach of certain financial covenants as at June
2078 for which they received waivers from renders covering the period up to 31,t
December 2018.

The audit firm further noted that despite Ke having restructured their debt in
November 2017, it has continued facing difficurties in servicing its debts. They observed
that KQ faced serious liquidity challenges at this time and questioned Ke,s ability to be
the operator of JKIA under the pllp.

ln addition, KPMG noted that Ke,s non-equity participating lenders had not been
apprised of the p'p, meaning that without their consent and approvar, the ptp stood
the risk of adversely affecting Ke,s existing loan arrangements with the said lenders.
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on the structure of the proposed speciar purpose Vehicre (spV), KpMG observed that KQ
has not provided the detaired spv organization structure which is essentiar for
determining the fate of majority of KAA employees, the selection criteria as well as
clarity on which policles and procedures will apply in the SpV.
To make it worse, the auditors established that Ke presently does not have the
credentials to develop or operate an airport. This fact has been repeated by many
observers and commentators arike. we share in this opinion that indeed, Ke racks not
only the credentials but the competence to run an airport like JKIA.
The auditors also observed that without JK|A, KAA wirr require funding since other
aerodromes and airports vorumes and revenues are not sufficient to cover its operating
expenses. To further compound KAA's probrems after ceding JKrA, its riabirities such as
environmental remediation, pension deficit funding and other contingent riabirities wiI
remain under KAA hence requiring further funding which wil not be covered by the
concession fees to be paid by Ke. We therefore wonder in whose interest it is to plunge
KAA into financiar mess and burdening the taxpayer more by funding KAA which is
financially stable today.
We are unable to understand why, even after receiving these findings by a competent
authority like KPMG, the P p by Ke is still being pushed in spite of its obvious
shortcomings and disadvantages to KAA. rn whose interest is this project beingpropelled?

d) JK A Tak Not eO o ont Turn-arou dK

a

The Kenyan pubric is being fed with the inaccurate and farse impression that Kenya Airways hassuddenry found itserf in a financiar dementia whose onry prescription for resuscitation is bytaking over the operations of JKrA from KAA. The proponents of this dear want Kenyans tobelieve that this is the sore miracurous and ,,God-sent idea,,that can save Ke from its financiardoldrums This is far from the truth. Berow, we highright other viabre options which have beenrecommended for Ke,s revival but the airline has chosen to ignore them.

o rn February 2077, an internationar consurtancy firm, seabury Group, was contracted byKQ to advise the airrine on a viabre turnaround strategy and they made very prausibre
re co m m end at io n s.

Key among them was the conversion of debts owed to rocar banks and the governmentto equity which was impremented in 2017 which resurted in spurring Ir,. 
",rr,"",liquidity and cash-flows.

Another recommendation was to engage the Unions more robustly to negotiateproductivity driven cBAs. Regrettabry, Kehas faired to embrace this recommend,,tion.The Union has been knocking on KCrs doors,o .o.,r,"n.u cBA negotiations sincr June2016 to no avail, despite the fact that the Union led the way by agreeing to drop
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Buaranteed flying crew allowances in favour of alrowances based on block hours actively
flown which resonates very wefl with the productivity moder recommenaed by seJuf.'
Seabury also recommended that KQ engages the government to waave taxes on
imported aircraft parts and other materiars used for aircraft maintenance.
They also recommended the enactment of a raw to ensure aI government emproyees
and contractors utilise Ke for their travel.
ln addition, it was recommended that Ke proactively engages the government to waive
taxes on jet fuel which wourd save the airrine over KES 7 Billion annualy which is more
than what KQ would generate from running JKIA. lt is ironical that Ke pays Railway
Maintenance Levy for its jet fuer yet this revy goes to support a sector seen as a
competitor.
Take-over of JKrA was not one of the recommendations by seabury. why doesn,t KQ
implement these recommendations and forget the JK|A take-over? after att, there aremore benefits to reap from implementing these recommendations which would makethe airline more stable and sustainable in the long run.
we are convinced that this dear is driven by other motives in rieu of soundrecommendations made by seabury. why would KAA be made to relinquish its mostprofitable business unit to save KO, when there are more plausible options to achieveeven better results?

o

e) Non- Enc ement of KAwUbvKO and

The managements of both Ke and KAA have chosen to keep its employees in the darkon the discussions concerning the proposed take-over dear. Emproyees have beenhearing from the grapevine about the dear with no officiar communication from theemployers. Being such a sensitive issue with a great potentiar to affect the jobs of theemployees, it is inconceivable why Ke and KAA decided to treat employees with suchdisdain as to ignore them in this manner.
similarly, KAWU has arso been kept in the dark. our effons to seek information on thedeal from both Ke and KAA have been futile. Our attempts to seek dialogue with thetwo employers over the matter have simirarry been ignored. yet, as the ,""p*r"rir,ir"of the emproyees, we have a regar and constitutionar right to be provided withinformation of the matter, or at the very reast, be accorded an opportunity to diaroguewith the said employers.
To date' KAWU has not been provided with a copy of the privatery rnitiated rnvestmentProposal (PllP) by Ke which carries the detairs of how the proposed take-over wi beimplemented' Had we been provided with the prtp, we courd perhaps have understoodthe rationare behind the dear and constructivery ingrg",r," two emproyers with theobjective of protecting the interests ofthe employeesl 

"
we have information from a recently concruded study by KpMG audit firm that if thetake-over deal works as proposed, there will aeriniterv te ,"aundancies mainly affectingKAA staff currently working at jKtA and at the Head Oifice.

a
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Representing over 40oo employees in Ke and KAA, KAWU is a major stakeholder in the
aviation sector. To alienate an important stakeholder like a union on matters that have
the direct and potential imprication of causing job rosses is absurd and an act of pure
negligence by managements of both KAA and Ke. We have a mandate to execute on
behalf ofour members. our demand to be engaged in the deliberations is not a request
but a requirement as per the Collective Bargaining Agreement (CBA) and the law.

f) Previous Falled Restructurlns lnit iatlves ca rried out bv KO

a

we are apprehensive and convinced that rike many other previous attempts made at
resuscitating KQ since its fortunes started dose-diving in 2012, this one will also fair
unless the root causes of Ke,s perennial problems are identified and addressed.
ln 2o12, a major restructuring of the company was carried out with the resultant
retrenchment of over six hundred (600) emproyees in one swoop. The rationare behindthe retrenchment was that the company,s wage bill was so big due to what
management alleged was an inordinate high staff population relative to the b,siness
req uirements.
soon after the said redundancy was carried out, a bigger number of emproyees than
those.retrench ed were engaged through an out-source-dJirm, ostensibry to do the samejobs that the retrenched staff were doing. one doesn't need to be a rocket scientist toconclude with ro8icar inference that there was no need to retrench in the first instance.
The Union has been in the forefront questioning the rationare behind out-sourcing ofthe said jobs. we have not tired to ask who the rear beneficiary of the out-sour;^gconcept is and whether it indeed serves the interests of the airline.
We have also queried the erement of discrimination amongst emproyees doing simirarjobs How can you justify deproying two emproyees with simirar quarifications to do thesame type of job in the same work environment where one of them earns ress than harfof the sarary of the other? This is an unfair rabour practice and exproitation of rabourcontrary to the constitution.
The 2012 redundancy and the whore restructuring effort did not herp the company toturn profitabre. The conrpany's fortunes have remained in the dordrums ever since.lndeed, in 2014 KAWU was forced to sign a cBA with a 0% sarary increase, much to thechagrin and disappointment of our members. The reason we did so was because wcdecided to take a sacrifice in order to save the airrine from financiar coflapse. we furtheragreed to forego some cruciar alowances for our frying crew with a promise that wewould review the CBA in July 2015, which was never donl.
lnstead, in came another restructuring exercise spearheaded by McKinsey consultantsin 2016 in which over one hundred (100) emproyees were retrenched yet again with thecompany citing excess manpower. Agaln, in a show of sacrifice by the Uniol to ,.r; ;;;airline from corrapse, we agreed to forego annuar increnrents for our members for onefull year without craiming back-pay transtatinS into tens of mirions of shirings. rronicary,in less than six months, the company started feering the heat of operating with ress than

a
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3. toss oF cONFID NCE IN KO's cEo

required manpower and rey resurted, yet again, in engaging more than one hundred
staff through the out-sourced firms.
we are now experiencing yet another restructuring albeit with a slight difference, butwith the same implications of job losses. we are convlnced that no amount of
restructuring initiatives will save Ke from its losses without first identifying the root
cause of its problems and address them. We are opposed to have the employees, jobs
always being sacrificed in the name of saving the loss_making airline.

g) Extreme Management Failure at Ke

Over the last seven years, Ke has continued to sink in losses (the net loss improved from
Kes 5'6 billion in 2017 to Kes 4 bilion in 201g), even after engaging a foreign chief
executive who was said to be a turnaround expert and more than a dozen other foreigrr
so-called "a irline experts.,,

This team, red by KQ cEo sebastian Mikosz, has faired the airrine and it is time they exit
if KQ is to recover. Ke has a rich reservoir of great tarent of wel-ski ed men and women
able to run the airrine but the ma,ority, who are dejected, have found sorace wirh Gurf
carriers due to poor management of the local airline.
over 500 KQ emproyees have in the rast five years reft for Middre Eastern airrines, which
offer better terms, yet KQ continues to engage foreigners with questionabre credentiars,
who think running JKIA is the only medicine left to resuscitate Ke.
Recently, the KQ cEo was quoted in the media (The East African, March t7,20tgl
stating that nothing short of take-over of the running of JKrA wiI save KQ fronr totar
collapse. He went further to state that "there rs octuoly no woy KQ con be profrtabre in
its current stote, r don't know how to do thot". He even went further to say that if the
take-over dear does not go through, he won't consider renewing his contract. we are
left wondering what sebastian is stil doing hording the cEo,s position yet he is crueress
on how to run Ke.

KAWU, and a great majority of a[ cadres of emproyees of Ke, has rost confidence in thestewardship of the Ke CEO Sebastian Mikosz under whose tenure Ke has sunk deeper intolosses we have arso rost faith in his capabirity to turn around the airrine despite engaging ahuge number of foreign emproyees in the name of ,,airrine 
experts,,. we are convinced thatsebastian, having admitted that he is unabre to turn KQ into profitabirity as quoted above, isonly interested in lining his pockets and those of his fellow native polish he has brought intoKQ No wonder that he is now the chief proponent of the prp, a project that he strangerybelieves will provide Ke with a singular dose for revival.
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Below, we highlight some of the reasons why KAWU, and a large majority of Ke employees
including managers, have lost confidence in him and why we are calling upon him to throw
in the towel and exit honourably.

a) lntecrlt of the Grouo naclnq Director & CEO. Sebastia Mikosz

The Union has lost faith and confidence in Kes CEO Sebastian Mikosz for various
reasons.

we went public recently with the information that sebastian is earning an
astronomically high salary of KES 8 Million per month while superintending over the
affairs of an airline that is making billions of shillings in losses every year. we questioned
the rationale behind paying him such a huge salary when his predecessors were earning
less than a half of this amount. He went ahead to refute this by stating that his salary
was KES 2.7 Million per month.
we wish to reiterate that our position is that sebastian earns close to KEs g Million per
month and that his denial is a plain lie. We have evidence from Ke s published half year
results for the period ending 31't December 2017 that in a period of 6 months,
sebastian's total remuneration was KES 46,694,000 Million. This translates to KEs 7.g
Million per month contrary to what he decrared in pubric. (Attached is a copy of an
extract from the said results). This clearly demonstrates that sebastian has credibility
issues and his integrity is questionable.

b) Ensa sement of 7 Polish Consultants and thelr Unreason able Pav ents

We have an issue in the manner Ke has engaged 7 people from poland under the guise
of consultants with "airline turnaround expertise". we shall be covering the issue of
their questionable credentials in details below, but what beats logic is the unreasonably
high perks paid to them.
sebastian has chosen to keep sirent over this issue even in his recent statement onry
confirminS the existence of the polish consurtants but not refuting their huge pay. we
have evidence of the handsome perks sebastian pays his feflow nationars. And the
For example, he paid one Monika Kieltyka_Michna who is designated as ,,lnterim
ManaSement" a totar of usD 1og,oo0 (KES 11 Milrion) for services rendered in February
2018 vide lnvoice No. oz/2ot& dated 1'r March 201g approvod and signed by sebastian
and acknowledged by the said Monika. The money was paid on 10th March 2019
through a bank transfer to Monika's bank account in porand with account number pL
85 10300019010840047 10s8.

10



Another Porish "consurtant" by the name Michar smiercrak was paid a totar of usD
82,000 (KEs 8.3 Million) for services rendered in February 2018 vide rnvoice No. o2/zoLl
dated lst March 2018 approved by sebastian and acknowredged by the said Mrchar. The
money was paid on 10th March 201g through a bank transfer to Michars bank account
in Poland with account number pL 20114020040000311201967694. (Attached are
copies of the two invoices).
There are 5 other porish "consurtants" emproyed by sebastian whom we have reason to
believe, going by the above evidence, that they are paid similar terms bringing the
average totar cost of emproyment for the 7 peopre to about KEs 66.5 Milion every
month.

we believe that sebastian has a direct interest in these payments being the person who
solely appointed these people to Ke.

c) Questionab le Ouali fications/Credentia lsofthe nsultaPollsh "Co ts"

A quick look at the credentials of the six foreigners from poland hired by Ke CEOsebastian Mikosz demonstrates that they bring no- speciar skils that are not avairabre inKenya.

one of them by the name Monika Kiertyka-Michna is said to be a procurement andoperations expert and is said to hord a Masters in Business Administration (MBA) inManagement and Marketing. How many such qualifications do we have in Xenya?Another one by the name Magdarena serwach is said to have worked as a Legar counserin Poland and she hords a Masters in Law. what speciar tarent does she bring? onewonders whether our roca[y trained, resourcefur and experienced rawyers can,t do thework she was appointed by Sebastian to do.
A third one by the name piotr piwarczyk is said to be a business anaryst and saresmanager with no disclosure of his qualifications.
One Michal Smierclak is said to be.specialising in strategy and procurement yet we haveenough procurement professionals in renya registerJ and recognised b; ,i; K;;;;lnstitute of Supplies Management (KtSM).
Having no special skills that are lacking in neither Ke nor Kenya as a whole, theappointment of these 6 "consurtants" by sebastian speaks vorume about the personarinterest he has in having them around and arso depicts his sheer disdain for rocar tarent.Again, this calls his integrity to question.
The Union is at ross to understand why a[ these 7 so-cafled consurtants have tooriginate from one country - poland. lf at all Ke had the need to source for externalconsultants, did they aI have to be from sebastian's nationarity? Must aI of them comefrom a 

-consurting 
firm (Air Biz support) associated wittr seoastanl we read somemischief here and again we call to question Sebastian,s integrity.

a
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d) itm aHl umb Ex a rR r es

KQ is one of the companies in Kenya that emproys a high number of expatriates yet we
have sufficient local talent to perform the same roles that they are appointed io do.
with 18 expatriates currently employed, one wonders what special skills they bring, yet
the airline has been on the decline.
For the airline to employ such a large number of expatriates at astronomically high
salaries with no commensurate deliverables is unthinkable. The Union has been
demanding better pay for local employees for the last 5 years to no avail yet Ke
continues to pay these consultants. The salaries thy take home in a month is sufficient
to award at least a 5%o salary increase to all Ke 4,000 employees which would highly
boost the morale and motivation of the down-trodden employees.
sebastian has openly lied to the public that out of the 1g expatriates, 5 are seconded by
KLM and that KLM pays their salaries. All the 5 expatriates seconded by KLM are paid by
KQ from KClls own finances.
we are aware that KLM has the habit of dumping some of their ',obsolete,, or excess
managers to KQ to clean up their payroll as they wait to re-absorb them back to their
payroll when the need for their services arise. Needless to say, they are known to send
managers to KQ who specialise in taking care of KLM's interests at the expense of KQ s
business. lt is no wonder that Ke,s fortunes continue to dwindle while KLM,s business
continues to grow even in routes where ideally Ke should be the only operator under
the joint venture agreement,

e) Governance issues with Ke CEO

a

a It has been a practice in Ke since the appointment of Sebastian Mikosz as the CEO to
recruit and appoint managers without any regard to the established Ke,s recruitment
policy which advocates for transparency and openness. The same practice has been
applied in promotions that do not follow the due process.
A large number of managers have recentry been appointed without the roles being
advertised internally or without subjecting the appointees to an interview process. we
view this as discrimination and an attempt by Sebastian to reward his friends and close
associates-

To make matters worse, some of the managers appointed in this manner have had their
salaries drastically increased well beyond the levels of other managers in similar grades.
Some have no relevant qualifications to justify their appointments.
one good example is the appointment of one Angela Nderu to the role of Hcad of
strate8y without either an interview or without advertising the role for competition
among other managers. Angera's quarification is a Diproma in catering and hoter
management and she previousry herd the rore of Manager in charge of cabin crew. How
she suddenly acquired qualifications to warrant her appointment to the new role beats
logic. Her salary was also raised from about 300,000/= per month to 950,000/=per
month, a raise that has raised eyebrows all over Ke. This is just but one example.

a
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tl ular P nts for P nal Se

a we have evidence that sebastian has engaged the services of a private security firm to
provide him with 2 personar security/bodyguards. Whirst the necessity for personar
security and personal bodyguards is in itserf questionabre given that no previous Ke cEo
has been provided with such a service, what attracts the attention of the union is the
huge amount of money paid for this service.
on 28rh May 2018, sebastian paid a security firm by the name sarama Fikira an amount
of usD 10,979.05 (almost KES 11 Million) for security services provided in the month of
May 2018 vide an invoice No. spGL/2018/1643. (A copy of the said invoice is hereby
attached).
we wonder what caribre of security was provided to warrant payment of such an
amount of money for one month. Even a whole battalion of Recce squad cannot attract
a payment of this amount. This again cafls the integrity of Sebastian to question.

4. CONC USION
From the foregoing, KAWU is convinced that the take-over of JKrA is Nor the onry option that
can save KQ from its financial mess. There are more and better options. we are equaly
convinced that KAA should not be deprived of its profit making unit in a bid to save Ke. This is
tantamount to robbing the Kenya tax-payer of their viabre investment. we are simirarry
convinced that the take-over deal is ill-conceived and is not in the best public interest. we are
further convinced that the current CEO5 of Ke and KAA have failed in their duties by ignoring
plausible findings and recommendations advising against the deal. sebastian,s push for this deal
as a matter of rife and death insinuates that he has is incapabre of turning around KQ,s core
business as an airline. His management has failed and he should exit honourably.

consequently, KAWU urges the Nationar Assembly to vote against the take-over dear and
recommend for the immediate exit of sebastian Mikosz as the Ke cEo and Johny Andersen as
the KAA CEO.

Moss Ndiema
Secretarv General
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MINISTRY O.F I'RANSPONT' INITRASTRUCTURE, HOUSING AND URI}AN DEVBLOPMEN'T-OFFICE OF THD PRINCIPAL SECRETARY

TRJ{NSCOM BUILDINC
NGONG ROAD

P O. Box 5269 - m2m
NAIRODI

T.l.phone: (020) 2i292OO

Fsx. (02012126162

Email : cs@tft nsport.Bo.kc
Wrbsitc: ww1v. transllon _ ro.kc

MOT&I/C/RAU_,t 007 t3 N OL.xxvtlr/l3

Sebastian Miskoz
The Managing Dir
Kenya Airways
NAIROBI

Mr. Johnn dcrson
Managing rrector
KenyaAi orts Authority
NAIR I.

Mr. icholas Bodo
Th irector Air Transpon
s te Department of Transport

AIROBI.

Igrh June, 2108

tor

RESTRUCTURING XTIE CIVTL AVIATION SECTOR
Rcference is madp 'to a retter.rqf. CAB/GEN/3/I/l/vol.xlv/(261) dated 29'h May,2018 from the Head ofpublic Service.

In the special cabinet meeting . held on 29s May, 20rg, the cabinet secretary forTr.alsport, Infrastmch'e, public works, rlousingLd uru* n"".r"pr"* or..J**a joint cabinet Memorandum cAB (18)2s togJther with the c"u-ir'J's'..I"trry r",National rreasury qnd plaffilng briefing illg calinet on deveropments ir, r."y"'cirirAviation sector seeking policy approial on actions Kenya should rrt" io'."rtor"Kenya's Aviation competitiveness j and reclaim the country,s position as an anchoreconomy in Africa, with Nairobi as the African civil Aviatitn riru rrr" r"rr"*;;;".considered:

Kenya _ Airways Td . Kenya Airports Authority weregranted approval to enter into negotiatio.s with a view to agreeing on a framework torestore Nairobi as the civ, Aviation Hub of choice in Afr[a t#bt;;;;ti;g .

(olMclrl,llY lqrqatl
<ox}Icllnft tlaqt($,

lflNrSTtotTtrNItotr
,lNo I ttx/ttttucnlt!

!ln_l$rn'Ot tI^\!tOr,
r\Dl'lrt^l'Ituqllrt[ llrNltTtt ot ,r.[Ntotf

tL\O t$t^t,lti(..,urf.
rl|sr3rh.o, r|.t.rtFott
/L\O t.\, t^sriul.Jur r

trrsunf orl r^\lrorr
I\t) llllrrttttuctv tI



+
Kenya's economic c<impetitiveness, with aviation being
and technology transfer;

tEjl,{?f ..X'.'.;,1 :,..,r:i

a corridor fbr developnrert

A substantive membrandum shourd be subrnitted for consideration and approval oncethe framework is agreed upon.

lltAr"l, Paul M. Maringa (phD),
PRINCIPAL SECRETARY

CBS,c Arch, Maak, Mkip

Copy tp: The Cabinet Secretary
Ministry of Transport, I trucfure, lic Wot'ks & Urban Devt.

_--Y _-r+
/r *rara$ /lt/v{txt
I CONT.IICIMIY I aoro.lcrrlrfi
\--.d& \;:i

I coqrcrmn
\---,4lllN6lrY or r p.r.t.r ll!!lLaf i1 Or tr^t(xr!r

I co*xtcrrarr

\--rt L-.,a.



MTMSTRY oF TRANSPoRT, INTRASTRUCruRE, HOUSING,
URBAN o gynopl4EN.r-nNoryus;c wo RKs

STATT DEPARTMENT OF TRANSPORT
OTTICE OF T}IE PRINC

T.lcphonc:(+254 20) 2721200
Frr: (+254 20) 2726362
Emril: 0!6)trsnrporteo.kc
Wcbsitc: t{ww.tmntport.ro.kG
Wlcn rcolvinc ole.rc ouic R,gf

MOT&I/S/ADT{/086 V

o lJ

@
TRANSCOM IIOUSE

NGONG ROAD
P.O. Box 52692 - 00200

NA IROBI
?u
* $ 0 0c1 2018

q(.,.xvlrvissy
DlRF.
$lANAG

c-ro
ING
I'S October, 2018

*
.o
o

Mr. Jonny Andersen
Managing Director/CEO
Kenya Airports Authority
NAIROBI

Mr. Sebastian Mikosz
Managing Director/CEO
Kenya Airwayp pLC
NAIROBI

De.qr H-.. A^"a-r-f.Cn-r,-r.-r

,RESTRIJCTURING

KENY.{ AIRWAYS
PROPOSAL (PUP)

)'ours .Qq_

ES

P
KOIMETT, CBS

I OFFICE
,-ooso't

oI TrrE .KpNyA cML AVIATTON SECTOR _'(Ka), pRrvATELy rNrrrATED lNv-n-shinNr

we' have rwiewed our . recorirs on the above matter and note that the KenvaAirports Authority and Kenya_A_i.*uy. *"r. ;;;"J ;p;;;;ri';; ilJ"i,li"negotiations vide letrer ref.'MorI/cl,RAiLtooTBfrOL.y,xvIII/13 dated l9h June,201 8.

Acbordingly, you are requested to take necessary action.

AL SECRbTARY
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5th October 201 I

Mr. Jonny Anderson
Managing Dir6ctor
Kenya Airports Authority
JKIA
NAIROBI.

Dear Sir,

RE: SUBMISSlON OFITH E,,PRIVATE LY INITIATED INVESTMENT PROPOSAL (PIIP)

Kenya Ainvays plc (Ko) and Kenya Airports Authority (KAA) have been granted'in principte' approvars bv the Governm"nt or ("nv, ;;;r"i;p;;i;';".q#il'"n!rn" 
,na framework 'that' wi,'read;to the optimisa,on-"i in" i"rr" Kenyarta rnternationar Airport,Nairobi, Kenya (JKIA) operations.

It has been proposed that.Ke and KAA enter into an arrangemeoperating, maintaining, developing, constructing,-upgrading,
and managing JKIA (the Transactionl based on tne"puUtic private p

nt that will result in Ke
modernising, linancing
artnership (ppp) model.

ln order to successfully 
_ 
execute the proposed Transaction, Kenya Ainr,uavs pLC'has deveroped the privaterv rnitiated r;r;i;;;t 'p-r""ri- 

i'rri"j"iJnJn"r"'*,* 
",,

appendices. The prime goar of this set of documents is to articurate the project need,define key rransaction; principres una pr"u"ni J"-t"'ir"d ,i.ion of Kenya Airways pLCrunning every-day operations of JKIA.

This Privately rnitiated:rnvestment proposar (pIp) consists of the foilowing documents:

I Main. document (privately lniliated lnvestment proposal).2. Heads of Terms (HoTs).
3. Financial Model.

The above documents have been formary approved by Kenya Airways pLC Boardon 4rh of October 201B.

Kenya Airways Headquarters.
Air0ort North Road,
Fhh:!:rr rt-r.^rr

P.0. Box t9O02-OO5Ol
Nalrobl, kenya.

Tel:+254 711022t49
+254 7 24 102149
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Throqh submission of this. p,p we kindry request Kenya Airports Authority. Boardto actnowredg€ receipt of this Transaction iroposar as we, as grant Ke the approvalfor inliation of formal Due Diligence and proposai ttegotiarions process.

Airways t-?parn-4raf.*

Looking forward to your positive response to lhis request.

Kind regards

cc

Mr. lsaac Awuondo
Chbirman
Kenya Airports Authority
JKIA
NAIROBI.

Mlchael Joseph;
Chairman
Ktinya Alrways pLC Board
NAIROBI

I
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i;rtroouction
Aviation sector is critical to devslopnlent o'f Kenyan econciiy. AcEording
to eslimations h ccntributed USo 3.2 biliion and supported 0Z0,0CO jcbs in
2Ci4 alonel. lntra$;ucrur'e lnCusiiy is a tocus area for the Goveirrmeil.
hence ls a vitel pan oi lhe Vision 2030. I p.esenls trarnework ic.r lhe
invesimenis \.,/hich ls in li e with Kenya's lc;lg tein socio-econcrnic
i:n prcveli1ent pla:].

Ces:ite i',s st:ategic i;p,ro:iei-ce, !16 seclor. faced :tumerols cire ienges
in tie pasl. They tirriied inisstry,s pdiential lo compele inlcrnetiodaly fcr
!he business custcrheis acd to,.trisi irafiic: loie,iat challcnges wgre coup;ecl
wilS grc\4ing compati:ion in the region thet wes driven bt tiberaiion oi the
alt:p:!? j .Ker]ya is a stg.)erorv for boih 1.1e yemousi..rkro Ag-3erreai
ana SAATI,I.

ln orCer to.cieiiver Vision 2030 objeclivcs, lhe Government oi Kenya js keen
on consolidatioir of the aviation sgctor as a ffist s:ep towards its raCical
mode.nisaiion.

The PFP is expected to result in 3 number ot tinancial anC econontic
be;reiits:

Kenyia's a\.riation sectoi
.ontribuiion to the
esonorny in 2O14.

This Proposel is alsc in line \vilh praclices ol other counlries v,.o usedavietici seclor _ and in pantcutar nationat at;ih;; ;nJ ,i"i"lrr l,ri_,, _
as a calalyst lor econorni. g.oMi).

Grolvih ol ihe Cour)try gross domsstlc prcduct:

Develcpment in d:freienl segments ot ihe eccnoiny:
Jcb creaiion-'rithin airl!ne.retated induslr,es;

lncreased suppo.l iof axpo of goods and servlces, and
Transler oi' CAPEX nd CPeX rlsks frorr the public sectcr

!lf-=i:l i. ? e-ri.:.."'..

t Sourco: C:rai:d EccrDn:i.3 (2OlO). ihr iripar,ana! cr ita ai: tr.anspar: lo i(an_rra.s errlr,th
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'1.2 Prcject :rieei Defisition
The mein irrlpeius lor the propcsed Plcject is related to the JKIA'S cuiien:
position il.] East Airica. lts reOior,el signilic;nce has been ch3llenge:r
as a regional hub by multiple inteinational ccmpetiicrs and lhe Pr.9cr're:::

- Kenya Aiftvays PLC - CiagnoseC iiternal eific!enc:es. Thei, impic\.er::eai
can lead lo strengti:enir:g oi the zirpcrt's siznce - they are dlscJssei ir. ::;s
Privately lnitieted lnvestment Prcpcsal (PllP). Tha P.oicoen! 3elie.':s trial
impleI;entation of the FrcJsct shall result In benefirs to Jl(iA and edJress ils

all inetiiciencies re's'lEd tc cutienl operaticns as \'/ell as fuluie chell3i.9es.

Below graph cutlines key iC€ntfied ineiiicie0cies.

Figura 1: Sumrn:rv ot th! Prol.cl N.cd Dcflnition.

LOSTNC FOSIiICN
IN fHE TIA.RKET

JKtA falllng !c aorrrD€ie an:l toalng lrs rcl. ..s i:r2 inrcin.tioi!r hui:

ccNolTtoN oF
INFRASiRUCTURi Poor qu.lhy cl ih! currrnt,i,po.i inlrEatrlrc!ure

., LIMITEO CAPACITY
. GIIO\I\TH PCtENI1AL

3. C!pacity coAstrrhrla io rn!(ra qrov/th

REAUlt:O
CAPEX

Nlcessity cf lund5 aonrolidltioir tc invist in growlll oi :lx hu:)
thal lvlll lllcr!ast ra{ik ol tocat aiDortr

REVEliUE
STRUC'URE

6

tnfrroltsr 5alanca o, tavanua Sou.car

INTERI{AL
INEFFICIENCIES

Pol!nllil to litcr.a!! !h. clliciancy ol JKtA oDlratioris througtr
lnkoduc(iol1 oi !qor:d.clasi st!nC.rds

JKlAlaill g to compgte anC iost0g its rola as the iiltetir3ticnal hi.r,r
tGr l(errya. Tie Naiiobiairport is opeiatlng in coirrpetilive en'.,.:cniner.i
doini,rated by increasiog role oi neigtrbouring Addis Atteba a-" \'.,eI as
Gulf airDorts. Over the last few yeais, pa/Ecutafly Doha ai.J Dubsi
becama worl&clsss airporls wiih bgst-in.cless iniGs!ructurs lc s3n-e
n:iliions o{ passengers t,er yeai. The foltow;ng ilgurrs jas:,i.e
ihe difference in annuat passengers traific:

Tabl. 1: B.:lchnrarl. otJt( LA ln Err:rs ol pa3!an!!r ir.fiiE.

;. 1.r,jt ;i:i..'.: i.j_.. j._:'
.1 .. .:...;."'.:-

' j "' ..1.:.ir'].'r

'---.'----'l

7.2 mil. Pa)(

8 9 rr r;. PA)(

.: r:,!: -., :.,r '.. -'

++$ii-; ,:"; '

L_,._.... -...-. _.. - t-

37.3 mii. PJJ(
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ororvih arc iobs creaiic,1 iiecr'znr5nr' 

- l:"::i.- -.'; "., -e-ec'J:s,:e:;Ji; ;;i:,'; H,.,":'-l"1lli;IiiX3;l*:.i i.^ ;;ll:,'.il':;'i 
'. avnarnic developmei't oi raall

i[:ill:hT;i"out]"s' o' *oao"'ide rinbncial seivices'

JKrA is rcsins irs sratus to ":*?,'r;::'.i;:d$i'#""^Ur"t:l:";I'.0
fcr East Arrics rsgioi. or'r)" ] .i 

^:o,d'il;;,. 
io1;ed by tie ne.?

H j::i['3:'"H:i'il,:,1i1'-";"';'l]i"tl:il"ln''iiniv'""uri'"""o'''r
cairier - EthioPian Airllnes'

P oo r q u ar i tv of the cu,rrent 
^ai'?o'l,llll"f i!?31?li;ll"jt;l;lii,1l

for lhe ?ropon:nt lo enter l:lto-inrs tl:''-": :::;:;" ;:;',,-.o.,iru .ntr,".
i"i 

"trr*il'nnl"tastitrciure 
Kenya Airvrays which ls culrently sei\' -

morethan4miltiDnpassengos'p"ivtj'throughits-hub-i^'l(lA
::;"0;;;"-",".;'"i-y--:,:":il;$il'r"lli::,1'fJJl,"";i:;:"."J:,
The Propcr ent states thereiorB.Inat Jr!:,:::' 

^";";;;;;" Io iri,orcte

'.n" v"iL u"c requires s,snirican,;li-i: 
?j""ilL'ji.' l3"J,j*,.,

oualitv oi lhe services Provr(

I"^l"llaii"" *i'l"l operale to and fronl Nairobi The assels requrrng

t,PgraCe include in Particular:

... Rtrnway, zlrcr6ft patking and aprons:

. Terminals (choik-in 
"rees' 

Immigreticn' gates eic 
'/;

e8.O mit PAJ(

areas (dLity-lree. restaurar'ls & caies iounEe's'

", 'i
..1 ., i r-

Colnmercial
sar patks etc.)

Fcr lhis reason tl,o Propoilent assunles in lhis PllP ad-diiio:'al^Czp:r'

;;"$:Jil";;; ;iferred mainlenance to upgrade slete or exrsirns

i^ir 
"li,r "itr".l, 

is atso "cth mentionlnf, that ihe lnvestmeri'Nirr l:aYe

inrtnediat8 oa'/-back dtre to 'n"t"ase<i 
revenues fro;'li PAX'relaleil

sources.

Caoacttv coistrtinls lo en3ure gro\{th Besides the illsutricisnt s:Gie

Ii"&:lirs' iiliJJtiiotu'"'r Lita' rl'" Proeonent-clearlv states

i,ni ii,l "rnp"u requi:es furlhcr caoex i:rvestnlenis lo ieia'n

I,"i n;;;, r='J"pi.rivi" ih€ i'jture As a result of tFe rire tha: )rcke.cJr

Ii irire r" 2013. sig;ificant pari of lhe aiipcri has ceeil :c1s:IU'lec cr'

:";;";;;:,';-;?," b""rs iwe:ir"e u: ic 202a) rt i:reans ihai'ack o;

at="ia"^,'a \'.'iii-in ihe ;red 5 )"a:s \'.lill resul: li e irasric :.:ducl:: ^

"i'-iiin "r"".:rr 
lrom c'rrrent 7 i to agproxinraleiy 5 n'lllc:t :asse''g!'s

;.;';;'i$ii orop-ir :'atiicl Fuitherir'1o:c cLrrrenl siele '\' 
:rr'n

l"jrrlr;u"t'j,. at J!(iA prevenrs gro'th ci ei;Dori's catac:ly ciue i3

;;i;;l;il ""; 
"on.tiui''tt 

relaied tc tlre rutrr'2-r' anc nrcsi or ai'

igfii'linals.
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Howeve., tirc Propcrl€nt believes iilat iniroCL'tiorl oi (his Fi'Jecl

ri,:."ni."t aild reelisaiion of nost of planned Capex,in]l-ttllt^::f:
!t;l enable reiease oi the potehlizi i3r fuither lrelt:c grovJ:'l

i"p r" ii.ir. pi"-i*g"t. ln 2022,1G mil. in 2o3o and 34 nlil in ?c5ci'

Due to necessity of saiiotls invesitnents ihere is r'c "do nolhinc

;;;;""; utis apptoa"t wouic furth$ weaken iKlA inlpcriaice

i,ii"r"iiiiio"a', passe,lge,s and cargo trafiic ln 
=ast 

Aflica'

Necessitv of furrds corrsolirlatior' to in\'3si i:l (lio"vii'l 'i.the 
hub

;;;,:;lli il; ";.; li"ttic oi tccat aii'orrs slsriiicant upsrace oiJ-l( A

iniri.iiu"tu* and need ior grov'lh ci the capacity require investr;'en:s

""Ar^ii"! 
t"iur"n USD 1.-3 bn vnthin the concession perio:'

J(lA oeneiaies siq:lifican! p:cfit to :<e;1ya Airporis Aulhorii)' lKAA)'
ir is. iv.eve:. consumed.ar:d '3loleJ. t''rtugh losses 3€ne;2teo 3v:r'i

v"ut uv fo"ui ii potri ancl airsrrips JKlA's p:oiitebilily is 45yr co;npa:e;

io 
-,<e'na 

21ol,,. l'lr€ 9ap ls a consequence cl lcsses incJrrec

by 17 lirtancially unvieUle airpcrls and airstiips

C'Jrrent setuo does nct allow eT{lcient a:curlriJie(io'1 oi fiJnds suliic e'tl

f* Oarurop-"J of the hub tn Nako5i and rna!(ing il a prinre aviai'or

assel in Xlnya ff may also beconle the biggesl berriet fdr slccessiL:i

ieatisarior o{ n"""iaaty caDex piogiam in yeors tc conie.

Moreover, the slower glowih or declric o{ passen3ers al 'r\rA
*irr nigiilr"ry inipa"r srie oi reveirues aod proiiis cl local donesiic

ailines and alrpcrts.

Thereiore the pioposed Prolecl AgieemEnl ;itns al slien3llle-]i'g
iocus on JKIA as a hub and consolidation of iuilds necessary ic eiicrd

planasi Capex inveslrnents Alihough .it would rr)ean ,li.]i:::iy
problems wi'.h firratrcing local airpcris ir tho shor(:ui1 ri \":ll 6'elr':'!3ry

support ltreir financial ;uslainablltty in ll',e lo'tg'lerr:1 ierspective'

lmpropef balancs of reYsnu€ sourcea' Mocr;n, world-class aripoils

aui" rii"rt proiits malnly from pessengsr-rdeted sourcds'.Ouiy :r'ae'

commerclel ereas and loungegare the perfuct slreem ol luit0s provr(!€c

iiat a ,eg,",lal. cuslomet !p:nds nunerous lronrs v/ailir'rg io' lri'
departing ltigtrt or transfar tc anotller locatiorl Fo; ihls ieason sci'1:

oi the l;ter;alional aiiports dc:,ot chaige radllionai iandr'-g iees

In ordg to atiract as nlany cuslomer6 as poss.ble.

Analysls ol JKIA P&L clearly sholvs thal the Nai'obr aii';crl is s:iii

higniy'dependant on aeroflailtical te'renues r"'hicn consii:ute a'ctrrr'i

ao'"2. or iti lola' revenues. Ths key sources oi its iurlcs are: Alipcil Pax

Service Charge (APSC), landing iees, airbridge and firei ccncess:3ns'

At the same time JKIA is not ulllising its potentia! to generate rev€ir"-=

lrom conlnlerclal ereas (trndelinvesled duty iee, Iouiges a(c ) as i/el'
as o'.her noll-asronaulical lees charged from ccnlpanies cperali'E al

lhe airpor[. JKIA'S curlerll busi^ess nlodal in iegards to tiose aieas is

basod on sinlple concessions au'arded tc caleri|rg. PAX & cargc g:''Jtc
handllng opeliators. Howevcr, e:ccrding ic bsst'praclices il s:-'lij:c tu ':
its orvn;roiii cenlres acquirrl1g lnaiGln iro'n seivleE elii-cu s tcl'1ers

Tlre Propcn3.;l;leerly s:aios lhal uliiizallon cf lhe r'o:1-aaic''eLrii"'a:

revenues shall bring additlonol ircome'.vhich can 6lgii{ic;'tly sJilfc:i
tinancing :ire Capeiinveslments required to grcw ihe aiipiil's Ga2Gciiy

and irnplovenrent of iis seNice q!allly Ke:,ya's altraci'veness

and paiceoliorr as a "musl 90, iccation is iuither increasi'g this

pore;'iial tc Eeh3'aie i-'ioflls tror] passeaoeis trarlsfetring ai llle air!'rl

J houid be
reinvested
iir gi'owth of
the hub instead
of simple
subsidising
unprQfitable,
local airports
and airstrips

''.,,,I1

ffi
xwi

r*l.iiJ'
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is esseniiai to introduce
anc sustain worlc-ilass
standeris and increase
efficienc5, of the
airpor'ls opei'ations

Foten:ial to increase r-lre effi:ianc;' oi JKIA operations through
introcluctlon of world-class standalds. One of ihB rool causes

of currenl periDritance oi JKIA is the li'iited adaplation oi exletnzl,
beslii'class soluticns used woridvr'ide. JKIA staif is 3ble to peiiorm all

ihe cpe:ailonal duiies to ensure undisrupied operations oi iie aiiporl'
but ii;s s'.ruggling to impiemsnl tong'terar solutlons to sliucturei:y
change t:1e '"vay Jl(lA is nlanaged. Ai the same lime ihers is

a nuinbei ci benchn:atks avei:3ble Elobaliy '-,./hich cen be accpied uy
lkt_\

For inis reas:n, th3 P:c2oienl puts eniDhasis on bJiidino inierial
capabi:iiies supilo::eC by irecsfertir,g exteritzl knotll3ige tc operate
JKIA ln mucf, nore efirtierit way in accorcence wilh iniernatic;rl
standarCs. This includes appointmenl of t1",e Aii'pcrt Ad'risct
v./ilh vast experience built by runrring .iosl procj!ctive eirpcrls
in the vro.ld-

Fioooseci Ti'as'lsacti on Structu i'e

Key principles of the transaction
There is e nunihsr of opiions thal v/er? considered lo addiess i[ei-ic;enc:es
Cefined in ths abovs Projecl Need Oetlniiion. The concessici of Jl(lA
to Kenya Airways, accoFrpanled by seslolal reforms appears lo be besi
suited as it wil! allow Kenya s aviation lo shlit irom a defensive siralagy lc
a strategy iocuseci on gailrirls market share. lt v,,ill be also ihe mosl efaicienl
v,/ay of using naiional assets to work tor the long-term benefii of the Courky.

To implement ihe prcpos--d concession. Kenra Airvrays has ccnside.ed
a number cf corrtracting options. The evaluetion of the PPP optiors
ccnside.ed, amOng olher factors, the oveniding objectives to ensure
ihal l<enya Airways has ccntrol over the opeialions oi JKIA and is able ro
make unhind6red inyeslmenls in tls airport.

1.3
1 .3.1

Undei tlris Proposal, l(eny? Ain^,ays will loim a Special P.trpose Vairicte
(SF\r) speciiically aeolcated to opsrating. nar,agir'tg 2nd devei.f,irg .rKiA
for a pericd ol 30 )rears (tlie Coucession). Kenya Airrvays and SP\.'
wlil be maneged under one managernani siruciure !../h:ie other Kgriwr.
airports v.,ill contii:ue operations in KAA sh!clure.

The scope oi lhe concession !s prirnerily comArised of rights e1d CJties
oi the SPV (lhe Concesslon?ire) under a cot.rcession a!,|ee,-ier.:
and is p;oposed io incluCe fne foilowing points:

a) operale. n1a!riain an.l develop JKIA

b) oljqrate anci conlr.ol J.l(lA pssets, rsveoue s-9!I!es-.lggf- j!ig!a.!:iga]-
ar,d nol-e eror,auticat) and operat,rgrcolE:

c) ensure comptiance wiil.\ lccat, regional and internationai s:3ndaras
and.tcrms:

C) ccllecl charges for ihe use cf Jl(A llv va:icus use.s.

Thd proposed transactioi is a Friva:siy lnitiateC invesirneni proocs:i.
The fieihodolcgy Ep:lied t lhe noe-sompele I unsolicitec bij plocgss
Gh'en ihe tcvelt)/ aiC atrategic r:aiio:ra! ini."or.iance oi li.ris tfaisac:lc.lit is suggested lhet il-e lra.sacliao y.rilt be coasiile.ed urce: Sec:,;,r
G :(1Xc) cl tire Pi--P Acl 2013.



1.3.2

S€c:ion e 1(1) piovides ior circumconsi.era-'pirF-ioiilj#:'*imi,::,nf"::-]ffi 
X,:q?,Ti"," j":;?,ioi 

. 
e proJect or ll.ts per{orman{

subloit;ni,r" r.ri""ii"ll' l;il::#1" i.::i;;1","ll rlo"5*,,o,''"',,,=,'
Suhse!:tion 6i (1)(d) states that \,.,he;e- ,.ihE:.e 

exists ajiy ei ih3 cifcujr:stajr:eas :,:e Cabinet Secretaiy n]ey prescribe.-

Ihe Contracting Authcrilv t?i jhgrefo:e, s€ek the necesseri a:i..cve:srcm ih.e.Ca5:net Secr.sl!ry ix ec-orda_ce ,.vith Regutetion 51.61 :;is ;pcr<egu,aljc.1s 2014 on pre lirn inary assess n: enl cf ,3rivate proocsals

Subsecrion S1(_1) cf ihe Reoutatior
ccnsider a p,rLi";v'i,.,iri"i"'0"'iii:.1.:.:]:: ii)ei "a ccnrracr:no ali:ho:i:.,,.,,a'
speciried in ;".i;;'J i ,j (",;, iij:'f ?:;:i ii:X..::r.'i 

ir s crr 6'-.-cio-i ai

HiShl:g.h:i oi key transeciion ejernerris

ll::-:i ': 
intgnc,ed lo be e corcession *heie rhe ccrire:rixc l\r,r, -. .

il L !?[T : 
., 

!:,;'l:f 
,;i3,"il: 

#: :r, m er:r r Loh rs ;- i ;; ;;,;"i"' : ;, ;
xl/reslruclLrre and iaciliiies ana 

"",'nt''n' 

rehaDillate enc ucorede ct;sti:E
rees to rhe c.;ir".,re';irir:JJf,r'"at96 uset rees wnile pa1'rn-g co,'cessici

;:":;""-::li":J:,',J:.:i:^;i[:-Tl'racrec€irporr r,ncr,o,is ir :ire v.ir5

l***,,*;i:jr,txi,::r:i*jl}iit!,r'ii:",o:,'."':1,";,
3n agreemenis / di.ect agreemer,:s

The debi anc e ,:ly iajeciions iit,.o :he SPV ,/,,:.1 iurd
qr

obiigetions snd int !i?l working cepiial requirenrents. T
:lre Je\,el:1li.i:-.t

receive all r6venues end Pay ali ccsls relate.i c arrporEr6.er-5-e6-n-ce-s 'Sld-ri ree-MhEJengrAtii?ns.Ao
d-,ori\'a* ---

he SFV \riI t,
opei6ilons

E-5ncj,. s iale

The proposed. contratual slructure is i lixe r"i .t ths kay legai anjregulatory framework ior PPps in Ksnfa. The PPP Act defioe5 coiii aatrnaaulhorilies as thbse inc,udin siaie deparirrent, ecoiporation or co u nty goveinment lhal intends to ha,re a iunaticr pet'c... ea

s

urdertakea. by it perfo.lred by e Drivate pariy. The coni,.eciiiarrangenlenis envrsaged qan be theie,ore done b:/ KAA estabiished es il'teaulhority resDcns ible fol managemgTrt oi ae.odron.les in Ken) eThe Proponeni presents in the table betow hi hlights ot ke). trensa:ticnelements. They have been Cescr ibed in detat s rn rexl chepiers ci lris
s

Privately lntiia led litveslrrenl propcsal
T!hl. 2: t:i

-ohli cf key trt.rsEclioA ahma..t5.

Ass sls incl!cjeC in ihe i1ropcs€d Corlcessia,t,riii be li,ni:€i.l :a aviai jj,:Infrastructure onl y (i.!. rurlray, teiorinais. perking a:1J a3Darks etc.); the detailed tisl of ihs aSseis anC prcieriy ir.,c;uJ.i, l,r iie



€

Aulhoritj, (l(
\^/r:i ensure lhai

AAl, rloweve
KAA is ebie to

i lhe concession
repay.existing lo?ns an

fee zC equecT

concession u'ill be enumerated in the Proiect Ag.eement
(i.e. aiter frnalisarion of ihe legel end fioancia! Due Diligence);
Oihe;, xon-aviation essets ahd p;opeii.v will re ain ln i(AA;
Assets included in the concession v,ill be disposed to the SP\,'
and secured thiough long-term leass lo ensuie barkablliti
oi ihe co;,cession aEreemeni.

Current JI<lA-related liabiliiies rrill remzin in l(en! a A,irpo:ts

C lnleres ts.

Froponeni contrrits lo second all th€ cr,rrent JKtA stafi
to the SPV on ierms lor a perj.c I

After the seacndmenl period. Proponent will iransfer emDtoJ,ee.s
to SPV witir.the iight lo chccse emptcyees who receive the transier
propos?1,

by parties iii tl'ie process o, ne otiations,

SfV lvlll b6 r€giBt.rcd rs thq tirdt.d liBbitity company (LLC)
8r requBsttd b-v thc PpP Act.

SPV ylll.!t. 
-1.9.0-?l..ownsd. 

by t\! proponcnr (K.ny8 Ar.wayE
rubrld ro mlnor Ch.niid5 |a.thi titurd tbtl.?net tnveslrr);
The Proponent cornmits, ho\^,/evef, not to lose control
the SPV during il.re./hole condession duiatlon.

The Proponent v.,ill rEly on various sources of competences
incluCing curienl JKIA managem€nt and staff;
The Proponell. however, commits to contract an sxtefltal l\irpoir
ACvisor lo inrpjenlenl r,rorld-class solutioxs and best cra:tice.
ln :unning (he airpori:
Profiles and capabiliti€s oi lhe pres8teclei Ai:.fJ.ort Adviscrs
heve been presefited in thls pllp.

PLc) 
I

i

over j

The Plopolent
ior Cist)osing thB
Concession feo
KAA liabilities) a
b\/ JKIA ln rlr
lrechanism ).

commits to Day
deiined assets:
\,vill consist both
nd a ualiable cne
e Iast. auCited

KAA a regular concessign iee

of a fixqd component (to covir
Dased Cn lhe revenueteneiated
financial year (revenue,s hariig

I

I'
I

I

I

{'
i
I

I

I

Tl]e- prol:osed Drcject is s€lf-financtrlg and :toe
eCdiiicial Viabi:itt Gap Frrnciing ir./Gi);
VGF tnlght lre, h3\.Jever, nec-6ssary io suppc:t KA
delicit oi lccat airpcrls & airsirlps remeining h KAA (
ccvergd by ihe ,,,aiiable 2a.t ot,the concession fee).

9 noi req._lrr-.

A v/i:h ii:lan:ial
in case ii is r,ci
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Propon8nt commits to minlmum Capex invastmenis in runr./ay
ptil(in9, aprons an"4 termlnslsi
Miiin',u inveshnenl requiremenis wilt b€ subisct to nagotiaticns
v.'l:h KIA end lrill be defineC in the Proiect Agreement;
ACCitionally, the Propoieni comrr.its.to prepere anC presenl io ',(.i.,1
ann$al investment plans in crdgr Io acquirs assets'o!'r,ner agp'cta;
{or the olarlned upgrades oi the ai:Fcrt inffaslruclure.

Capitel structura ior lhe pioject has been assumed as 80 : 2C ratjc
ol' debt to equity.

Financial model has beon created as the inherent part oi this PllP
in order io sstlmats erpected Frofitability ci lhe Prcject as 'reli as
to calcJlaie the velua of concess:on iee Deld :o KAA oir annua; :ssiS

Ihis PllP defin€s regulatory arneniments n€cessary to €.."€cute
the Project es well as ofner changes and tex exenlp:ions
wlrich wil! significanily suoporl achievemenl ol Project o!i6ctives.

1 lnpact of The Transaction
Piojected tinaicial iigures oi the Project as lvell as assumeC Capex
ilrvcstnrents in airporl infrastruci0re arE based cn thB assur,ipti?n o.i lhe
lrstfic growth. Base cEsgsqglajlglli.u_4elthEt passenge tul,lib3r ?.C e,.
lraffb will lncrease hy 57; ror tha nexi-I5h-pdri-anc Cy 4.,i)
for lhe .emdining tweni! years of the prcpcsed co'lcessioi).
Thereiore. JKIA vnll require a SignilicErit inveSll1']ent prcOiain io iire?l
lhe €xpecteC lncrease in kaflic.

Tlie rncst recsi,t Cetailed inirestrucbre ie'/iew and i:rves.me:,t i;r-,
was penblnred in 20i 1 . Therefore, 8i updaled revi€',! cf iha ici;as:iuctu.e
and invesiment nrust be undcrtaken before signing the projeci Agreen.ren.r.
Tire Proponent assunres appoiniment. ci tl.te preseleclei Airpcit Advis:i
prior lo lhe Due Diligence phase in ordei lo reiio:lalize investriren. ieecs
defined by KAA.

Proiosed inveslnlent progranr has been iivided Lrnder lr..,o .r.iajor rricrities.
Reailsatlon ct Prlority Orie Capex expel:ditures wiil enEole tie airpcir
lo reach up lo 10.5 milticn p€ssengers per year. pricrity Tv.,q irt|eslmenis
wi:l ainl at turiher increasing oi JKIA capacity wlrlch wl:t hoy,,eve: reqlri..e
vali6alion in cou.sd o{ the concessicrl,

l(By ir]vestnrer't re(lu rernent6 are tisigJ b€lolv:

Rehabilitation of Ta:til.:ay and parking Aprcn - TliS ;1.,is:.ita:i:
\rill reduce lhe tinie ar zircreil r3tnains cit ii:e rg1,.,..2.,
arrd as a cor,sequ€r'ica inciease lhe ca:acily oi t:-e ;,,:r:c,.:
li r?ill cos't ai'ounc USD i 10 mi icn lo cailstrucl.



BACKGROUND

ln May,2018,lhe Cabinet, lhrough a Cabinet Memorandum CAB (18/i8) granted ao in principte
approval io r(enya Airways (KQ) and Kenya Airports Aurhority (KAA) ro develop and subsequenlry
engage in a lramervork that wilt read to the optimization of operations of Jomo Kenyarta lnternation;l
Airport (JKIA). ln a retter dated 1gti June. 20'r B, the principar secretary, oepartment of rransport,
lvlinislry of rransporl, lnfrastructure and urban oevelopment issued instruclions to KAA and Ko to
proceed with lhe implementalion of th€ Cabinet's directive.

PRIVATELY INITIATED INVESTMENT PROPOSAL (PIIP)

on 5h ocrober, 2018, the Authority received a privarery rniriated rnvestment proposar trom Ko.
This documenl whose Executive summary is attached ro this memorandum incorporates n""oi or
Terms and a Financiai Model for the proposed lransaclion. The pllp has been anchored on thePrivate Pubric Parrnership (ppp) Act 2013 and bfoadry envisages lhe fo owing transaclion
slructure:

a 30 year concession framework under.which KQ \vi[ seek, through a speciar purpose vehrcre(the Concessionaire). to manage and devetop JK|A teaving Xee io ,rn"g" ,tt other Kenyanairports and sirstrips al a lee (concession leei;
Inclusion o, JKrA's avration infrastructure in thi concession as wifl be enumeraled rn the projecr
Agreement upon conclusion of due diligence;
Relenlion of JKIA related tiabilities (both actuat and coniingent) by KAA

fjll-aLreeenloent and rransfer lhereatter, at the discrerion;f rhe conce-ssionaire, of JKrA slaff;Engagemenl bv the coi-dEE56iE'ii6-& an Erernat*Aiifdii Adtiio? tdim.atEm-ent rvortd ctasssolutions and airporl management best praclices: and
KQ committing to meel mlnimum investment requirements as sha be negoliated with KAA.

STRATEGIC RATIONALE

The main argumanis in support of rhe proposed rransacflon is the consoridation of key aviation /
assets lo realize significanl operational efficiencies and synergaes. restoratioo oI lhe avialionseclor's regional and internalional competitiveness. pro iection of JKLA'S regional hub sratus,rmproved diversificalion and utilisalion of JKIA resources and support for Ke,s turnaroundprogramme. The Aulhority appreclates lhe slrategic context of the proposed transaction and fu[y

@
supports an engagement with KO on the expectation thal lhc final resull ,.^rill be mutuallv benc{i.ialdt n tn h ol ll inslilul

PRELIMININARY EVALUATION

While a co rehensive risk as Lof the proposed transaclion wilt be conducted as pan ofthe dela ue diligence, the Board should take note of lhe folowing potential risks to beaddressed
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(i) Curronlly, JKIA accounls for nearly 83% of KAA's revanues and 5170 of the recurrent
expenditure. It JKIA is concessioned out, the arra ent will de tve o]Lsigniticant
resources concessron

a-irpoai
annual conce been se

(ii)

billion) in 2019 rising gradually to USS 35 million (Kshs 3.6 billlon) ln 2028 and onl)^peaks
at USS 60 millrcn (Shs 6.1 billion) in 2033 ie 15 years into the concesslon term. ln
comparison, 2018/19 KAA'S non-JKIA operations are budgeled to cost Shs 6.6 billion in
reculrent expenciiture, a Shs 3.7 billion shortfall ,rom lhe proposed concession fees of Shs
2.9 billion. The proposed concession fee is therelore inadequate to cover lhe cosl of running
KAA'S other facilities.
KQ's proposal assumes thal KAA will relain all the contingent liabililies including lhose
arising from JKIA'S operations. Even though lhe actual amounts to be paid out afler
resolution of the Shs 32 billion conlingenLliabllities and disputed claims will be significant\,
rdwTrfh'dhiiii:iiliuii6fiTfih;'6;lEtiiiiiE;in l6E^F'6r&aJ?HadAffi ,vtrrle*airy.re.-av!.,
KAA worse off financially.

-Kcf6'id66i pibposEii'a fre-finite capital investment programine over the life of lhe concession
and has instead proposed that the minimum investment levels be negotiated lor inclusion
in the Proiect Agreement. KQ has. however. recognlzed the importance ol jnvestments
aggregaung lo USS 1,3 billion to be undenaken within the firsl ive years. These include
remodeling of terminals B-C-D. rehabitltation o, taxiways and aprons. runway upgrade. new
lerminal building and parking extension. Consldering the extended term ot the proposed

(iiD

concession, here is need to firm up the minimum inv. t levels as this is a critical
element without which the economic and financ viability of the proposed transaction is

(iv)
ditticult to assess.
The capacity of KQ to execute th6 transaction through an SPV wilt require carelul
assessment as part of the due dillgence. KO has proposed to engage an Airport Advisor in
order to augment ils airport managemenl capacity. This notwithslanding, the proposed
arrangement which brings KO. JKIA and the Airport Advlsors emplovees tooether needs to
be carefully examined espletalg"frdm-tattiur -niini!'6rirdnliiii 9oGiiirir',fi-'piirs'6;ahves:'_ 

--: .- .r-'r,r.Fv ---+-..-

PROFORMA FINANCIAL PERFORMANCE

The following table illustrates a high l6vel ,inancial impacl ot the proposed concession
arrangemenl. As required, det8iled pro.iections wlll be prepared during the due ditigence phase
with supporl from the Transaclioo Advisor.

KAA's Prof orma 20 1812O'l 9 Financial Psrformance

Wilh conc6ss;on, KAA looses Shs
1'1.2 billion of JKIA revenues and
gains Shs 2.9 billion in conc€|ssion
fee

Page 3 of 5
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No Concession

Shs Millions

With Concession

Shs Millions Comnrents

Aeronaulical Rcvonuas 13.53't 5,234



388 Wilh conc
3.0 billion

egsiOn,

OI JKIA
KAA
reve

looses Shs
nue

lRevenues

353

Non-Aeton:ut

Othc ,lncorhe
198

155Wilh concession. KAIA Ioses
milUon of JKIA revehue

17 ,429 4.643

operating Expenses 13.625 6 fi71
expenditure
KAA saves Shs 6.9 blr lion ot JKtA

Profi t Befors Tax 3,804 (3,60s)

Total lncome

Approaches ro addressing rhe above ooeraiionar dericir wi, rorm an integrar part of the negotiarions

PROPOSED TRANSACTION TIMETABLE

The Authority has been informed ot an expected ctosing date otgUd=Qsgllrg9lj&Jq. In our vrew.this deadline is qultesobitious siven rhe-cspgxlj("r in"lrr^ffi ,nd rhe ne.ed ro execute the
:::;:1',:n """ failins rvithin ti," ggegligm;E$. w" **iJ.,, 6 monrh pe.od ro be more

Approval by KAA'S Board of Kets reouesr r^ .^h.i,,

;ii:i:l'"T,'#r,Y:^'ff iilTffi{'.,*i3xfJ;lo'",''n""ceonKAA/JKrA;
I::Jurtment oJ a Transaclion Advisor by KAA; .

|,;'-",}fi ,liir:J.i$,"**".""'"'i',%['"ii[ffg"il;1**^,r-rnal approvats for Hesds ot Terms an,i p.i","legii;;";l

i)
ii)
iii)
iv)

(v)
(vi)
(vii)

NEED FOR A TRANSACTION ADVISOR

The complexiry and urgency oi 
-the- 

proposed 
.transacticn requires the Authority to ccnsrder

::::i::t .l";:X;:'.:t;"'11'"1""n advisor vrith oerhonstralte*sxrrrs ana experience in airporr
app,ic.a b,e ;' 

" ;;, ;;;,ffi ;lilyiliTlf 
"il"",'""j:fr ili':ln * :lfjU ;,,ii 

jl:
requisire technicar ana speciatist sxilrs to enaore itre'H;;a Managemenr provide theappropriate advice to the Government of Kenya to compele lhis lransacllon.
The scope of work for the advisory engagement will include:

. Assessment of Ke,s finatransaclion ._ncial and operational capacity lo enter into lhe proposed. Assess lhe tinancial detive.abitity of lhe lrans,actron as proposed by the proponent' Revie\'/ of project documents submited by KQ - 
"iip, 

ri""f 
"r 

r"rms and Financiar Model
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. Review and advise on th€ legal and regulatory matters pertaining to the proposed
transacilion including approvals to be secured by KAA

. Conducting a legal. tinancial and technical due diligence on the proposed lransaction

. Assessmenl oflhe polenlial legal and QJoerational risks
- Reviewandadvise on the proposed operatirE, inveslment and maintenance plans including

adequacy ol proposed CAPEX investmenls based on growth forecasts
. Review the ttue!]Ii and a.d_eauacv of the p.ropq;ed Conpessioo.leg. Advise on lg}jllgglullg of lhe trglsitction--
. C8rry oul environmcntal, sccial and cconomic analysis of the project: and
. Provide negotiation support throughout the deal execution phase.

Due to lhe tight timelines, Management proposes to fast track the appolntment of the Transaction
Advisor by engaglng one of the lirms on the Authority's panelof prequalifiad law firms.

ln the interim, the Authorily will apply, through the Slate Department of Transport, for Treasury's
support in gqvFIi^g th!' coll<Sf lh9_t!an-Sa-Ctio, $rJpparlrr€Eglrn-reE!

RECOMMENDATIONS

To,enable tha Authorily move this transaction to th8 nexl level in terms of due diligence and
negotiation of the key transaclion lerms, the Board is hereby invited to consider and approve:

(i) The initiation o, ,ormal due diligence and engagement with KQ on the basis ol the PllP
already received:

(ii) The Aulhority's engagement wilh lhe Peell-0llfor supporl end guidance as envisaged under
the Publlc Private Partnership Act 2013; and

(iii) To apFove the engagement of a Transaction Advisor ,rom amongst the Authorily's
prequalified panel ol lary firms taking into acfount availability, cosl and lhe na6d to comply
wilh spplicable procurement and oth€r laws.

JONN AND EN

AN GING RECTOR

OATE J} Ai X^:tfi.
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THE PROPOSED PUBLIC-PRIVATE PARTNERSHIP
BETWEEN KENYA AIRPORTS AUTHORITY AND KENYA

AIRWAYS PLC

26th February 2019



1. EXECUTIVE SUMMARY

The Kenyan avralion sector is facing a steady declrne, characlorlzed by the turbulence
experlencod by the natronar carrrer as welr as ross ol business at Jomo Keniatta rnternationar
Airpon (JKIA)to other competing hubs.
The,market conditions are forcing a new type of strategrc restructuring for the whole o, Kenyancivll Avlatlon. The Privarery Initiated rnvestments proposal (p p) i; the answer to this n;ed
whrch treats at the challenges facing the industry hotistically, rather than piece by prece
The condltlons faclng Kenya Alrways (Ke) and JKIA are alarming. K€nyan avration as a whote
was losing market share over last coupte of years to rts competitors Etniopian lidines (Ef), which
was half the size- of Kenya Airways (KO) in 2010, has grown exponentially in receni years.
It has oulpaced KQ three times since then 

-From 2015 to 2oi8 a[ competing carriers in tn" i"gion
rncreased their market share: Ef by 21ok, eatar by .12%, and RwandAir by 22%, a wiite
KO lost 4%

T,"ry-"- ll"lirlly "poned 
up it3 airspace to the orher African sratos through ths Singte AfricanArr r ransport Market rnitrative in 20'15 However, Afrrca doos not have a funitionrng c-ompetltionregime to onaure a levet playing fi.td for Ke and JKtI?EiEiiGtion ptayers, therefore, faceimminent danger of being pushed out of the market by comfetitors, wtro O6nefit lrom ma*eiprotoctlon or government subsldlos, without an arenue foi recouise.

Given the significant contribution of arirrhes to the GDp or a country, many Af.can and MrddreEastern carriers have opted to use lhetr arrltnes and atrports as an lnstrument of economlcdeYolgPJnelt and gooporiticar proaencs, rather than as an instrument to maximaze the benefitsand dividends for airline shareholders
A. Publ.lc.P.ivate Partnership (ppp) between KAA and Ke ls eBsenfia y a reflectionofwhat KQ's strongest competitors in the region, such as gt, Emirates o. eararAiniays. r.,""u O""lwth a strong suppon and protecflon fro; their r€specflve gove-ments.
It is critical to stop looklng at the avlatlon lndust.y as only for profit, and instead regard it asa driver of economic gro*h and new jobs for Kenyans. KO co;p;te; wii;airtrnes who,s mandate rsto grow th6 economy rather than focus on the pr;fil Tnese airiines are strongty protected by therrgovernments, and as such they run natlonal hubs wlth the same goal.

Ftguro 1 Ovorall tmpdcl ol selected airlines on lhe GDp
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KO has no preferential treatment rn. its own hub of operation, even though it ls responsiblefor around 50 - 60% of overa, traffrc at JK,A. consioSrin! t-ni" 
-xd 

*i[ n"u", be as compet iveas olher airlines and will continue to lose market share and gln"r"t" f"a""
I-q.riljI,O Tr"t, oxtst tn synergy. One of rhe rationates for the ppp as the fact that KO rs theonry atflrne tnterested in devetonment oJ JKIA Should KO collapse or hmrt tts operationsJKIA wttt be downgraded to the ;tatu8 of a reglonat atrportl 

-- -'--



To achieve-this, KQ hasdeveloped the privatety tnitiated lnvestment proposal (pllp), which assumescreatron of a Publrc P.rvate pa.tnershrp (ppp) between KAA and KQ io rearize cruciar operationar
and strategic synergies ultimately the project aims to establish a spectal Economic zone to boost
manufacturIng, warehoustng, and logisics tndustnes tn Nairobi Thousands of n€w iobsfor Kenyans would be created as a result.
Proposed xAA & Ko PPP (Projsct srmba) is the frrst step in the revi€w and modernisation
of the GoK's Avlation Pollcy and Stratogy ln tandem wtth kenya Vlston 2030.

2. REASONS WHY JKIA & KQ NEED TO ACT TOGETHER

The prolect alm3 to evolve the avia qn lndustry ln Konya to the next lovel of expertlse
through slgnitlcant strengthening of the m;ndate gjven to the na onalassets.

WHAT IS THE CURRENT AIRLINE INDUSTRY SITUATION IN AFRICA?

Kenya ha8 long been the avla on powerhoua€ tn East, Centrat and Southern Africawth a resilient naraonar airrine and strategic hub. However, ttre avration-tanascape groba[y na-s

:i::lg:l:. r"?19 changes in the pasr decade and Kenya has not aJapteo rn an agile manneruonsequenuy the Kenyan avtatton sector ts facrng a steady decltne

ln ths current sotup, both Ko and JKIA are unablo to comp€te wlth rival internaflonalplayers. Addis Ababa, Doha and Oubal have been deflned as appropriate benchmarks

. other players have adjusted faster to the changes due to therr governments declsion to changethe mandate of their avration sector to becdme 
" str"tegrc instiument tor economic growth

rn order to grow louflsm and draw in foretgn inveslmenls

Figure 2 Compadson ot Ke end its aitine competitors
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The curent aviation operation model rn Kenya doos not facllltate the groMh of both Keand JKIA, Unlike an integrated airline and airport model, KAA and Ke slmply have dlfferent,
unsynchronized goals, which should be realigned to focus primarily on cooperatron for the sake
of Kenya.

Ko used to be a leador ln the East Afrrcan region with signifrcant number of modern aucrafts
currently,_Ethiopian Airrines (ET) operates a rhree times bigge; freet (1oo aircrafts) with the next 59
on order To make matter worse, the new airrines are being istabrished and chaflenge tne positions
ol existing market champions. A very good example rs RwindAir having a massive iuppori from its
home government.

Figure 3 Cofipanson ol cutrenl and lorecasled lleet sizos
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Airline market data leaves no doubt that the Kenyan Avlation market share is shrinkingcontinuously.
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WHAT IS THE CURRENT AIRPORTS SITUATION IN THE REGION?

Ko's main comperrtors (Ethropian RwandArr, and the 3 Gurf carriers) are aI 1oo% state owned.
All have engaged tn aggresslve groMh strategtes focused on volumg and market slraro.
When Ethiopian embarked on its Visron 2025 ptan in 201i it was behind Ke SAA, and Egyptarr
rn terms of capacrty Today alter an average 20 ta 25yo yea y capacrly groMh. ET rs the tiigest
wrth roughly 4 trmes the Avarlabte Seat Krlometer (ASK) capacity. a measure of the capacriy of
an arrline, of KO lt is slgnlflcantly lmpac ng the traffic ln the h;b.

Ethioplan Airlines plans to build a new airport with annual capaclty ol 80 mi on
passongers in Blshoftu, about 4gkm southeast of the capital Addls Ababa

Figuto 5 Cofipaison ol tralhc at JKtA and cofipettng arporls
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Most of KQ',s immediate rivars buirt avration hordings which srrengthened therr market positron
That is due to consoridation of the nationar avratron assits ano con."qi"ntry 
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For example, Egypl Air Hording company partnerdd in earry 2oo7 with the Egyptian Minrsrrv of crvrrAvration and Egyptian Hotdrng Company for Arrports & Air triavigatron to torm a new corporare entrty.
the Smart Aviation Company
To achieve groMh, all atrlines are lookrng for a possrbility of expansion into markets wtth maoy
polentral customers Kenyan market rs among the most interesflng ones rn Africa for two reasons

A significant number of buslneSS travellers due to many companies presenl in Kenya and
A market with a large number of premium leisure tourists.

The main reasons of thls sltuation are highllghted below:
Kenya is not protecttng iis home carrier lrom unfair competation coming from abroad, and
Most of airlines flytng from Narrobi are carrytng passengers from the Kenyan market tnto thetr
own hubs with the primary oblective to transport them t6 other destinations

Fetre 6 Frequency Ol operohons ol Ke and c1mpeltlors a[potls
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KQ ls the only carrier interested in the growth of Nalrobi to retain the money within localeconomy. The image below tllustrates how rnveslments crrcutate imong vanous stakeholdersin the aviatron industry.

FQurc 7 Cash llow among aviation industry slakehotclors
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HOW OID ETHIOPIAN AIRLINES ATTAIN SUCH GROWTH?
Aboul 15 years ago, the Ethtoptan state decided to turn ET into a strategic asset wrth the mandateof becomrng a pan'African arriine. competing not onry with xo uui witn-arr major regionar carriersTo achiev6 thrs, th6 Ethiopran goveinment implemented se;rar initlaflve6 drivrngthe lmpressive growth of Ethioplan Alrllnes.
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The graphs below present the very different approQch towards competition at JKtA and Addas Ababawhere government slmply blocks,other atrlln;s entry or lnc;ease thelr co3ts 
"fgnfif"intiyt0 eliminate them from the market. on the contrary, Ke is continuously pushed out of ihe marret

by international players including ET which plans to dominate this market too.
Gsnerally, more than 50% of fllghts reallzed from JKIA are from competition airlines.
KQ's share in its hub has significanfly rowered over rast 3 years. Meanwhire, ET is protected in its
own arrport as competilion is consisten y blocked from tncreasing operalions

F.ig-ura 8 Companson ol compotition mo.lels botwacn Re and El (ASK).
ASK numbeL availabt. scats per kilomolrc = "production,, in ne airpoil.

Comporl on in Nairobt (NBO) Compcririon tn Addis Ababa (ADD)
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The serection ot the best optron r€quired not onry the review of different obrectives and Interestslo be balanced. but also took rnto account th; needs and economics of the KAA and KOAnswers to several questions were crucial during the decision_r"i,ng ;r*"aa.
Does the option satisty national objectives?
Ooes the option meet the needs of the aviation sector and the entities involved(i.e KO and JKtA)?

Will it be possible to implement the optton and manage the arrangement gotng forwardwithout undue difflculty?

wiI the option enriance the financiar viabirity of the businesses and is the option bankabre?

I R€venu€ Avarabro s€al Kitom€tre (RASK) - a measure ol rcvcnue pertomance. unit revenu€ rn thc ardme rnduslry
2 Cosl Avartebte Seal Kilo.nrtre (CASK) - a meesure ot cost p€dormanc€i u^it cost rn lhe arrxnc lndustry

The main reason for ET's success in achieving a better Revenue Available Seat Kilometre (RASK) r

compared.to Ko is by being the domrnani car.er rn the nuge nJois Ababa market versusthe competition. From the graph, th6 ET AsK aeproyment rs etitrt'ii."" *r"t of the combinedcompetltlon in thelr hub.
ET also enjoys. a lower Cost per Avaitable Seat Kilometre (CASK), than KO due to lower costslruclure ln tholr hub because of, for example, no rntirest on aircraft toans, no ctrargesfor infra-structure. conrrored sararv increases m'onopories oi;;d; s-ervrces. srch as handrrngTho model ot operatrons for ET, is stated above, rowe," tt 

" 
t"J"t oiilsx 

"nd 
makes drtticurtfor other competrtors incrudrng KQ to survive r; theri m;riei. rr-i; tieretore not a surprise thatthe level of compelitlon tn Addis Ababa rs mrntmal

WHICH OPTIONS FOR THE FUTURE WERE CONSIDERED?
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Several alternative structurqs of th6'tr-ansaction, guch as an avlaflon holdlng company,
were analyzsd. The ppp framework bgst flts the goals _ benefl ng both parties thioujn

clearly defined provisions under a Concesslon Aqriement.

Figure 9 Scenanos considercd in the propc!
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While-an initlal assumptlon was to,create a Kenyan Avlation Holdlng Company, the ldeaquickly evorved to a pubrc-p.rvate partnershrp between Ke ana .liri rne ientiar lrincipreof this scenano is that al airrines assets are controired oy tne re,ryan staie wourd be housed in onelegal entity lo toster synergies

3. PUBLIC-PRIVATE PARTNERSHIP - THE MOST SUITAALE SETUP FOR THE PROJECT

WHAT ARE THE BENEFITS OF PPP TO JKIA, KQ, & THE KENYAN ECONOMY?
The PPP is the preferred framework clrosen around th€ world to manage and develop alrportinfrastructure.
Key reasons for the ppp are:

Proposed bustness model where the national avialton hub ts run under the same groupslructure wilh the national atrltoe has been proven successful i; othe;-count.es such asElhropra and United Arab Emrrates (Dubai)
PPP framework ts very transparent and enables control lrom vafloos parties,
Allow Kenya's aviation sector to shrft lrom a defensive strategy to a strategy of competing forthe market shares agarni

Recommended solution is the most effictent way of using national assets to work lor theCountry;

]l: ?19p"*9 setup can bflng b€nefrts to the economy as wel as the aviation sector as rt rsaDre to D n9 hu9e economtc benefrls to the.Country
Strong avtation structure will much better resist any syslemic shock like Ebola vtrus or aterroflst attack and



This sorution can bp easiry compreted by th6 estabrishment of a speciar Economic zone which
will be massive support for the msnufacturing strategy of Kenya.

. A significant number of airlines have moved into,a structure where they have many subsidiaries
in a bid to better manage costs and increase revenues. This kind of arrangement provides greater
autonomy, which enables the company to be more profitable. Introduction of the above struCture is
one of the reasons for success in hubs like Addis Ababa.

Figure 1O OvoNiew ol JKIA & Ke pubtic-pivate padn'rship structurc_
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It rs criticar that the arrangement ensures improvements in the functioning of JKrA and Ko, such asactions aimed at immediate increase of revenue generated from airrine-;erated and other revenuesources as well as limitation of KO costs to ensure profitability of flights and efficient competitiveposition in the market. These benefits are achieved tfirough the'ppp.' -

As a result of the project, Ke wilr be able to invest in fleet expansion and also secure fundingnecessary for development of JKIA at the same ttme establishing'new frofit centers sucn ai carj6and ground services faciritres, a Maintenance Repair and ov-erniut 'c entre ror nrrica cateiin!fuel dastribution or training & development centre.
Consequently_, JKIA wiI slgniflcanfly.benefit from lntroducing the transaction by upgradingthe current infrastructure to accommodate expected groMh in trrff,-", e g ,

Upgrade of runway, taxiways and aprons:
Remodeling existing terminals:

Constructing a new terminal: and

lncreasing revenues from all sources
Fundamentally, the iolnt assets will result ln synergies, boosflng alrtine.relaled revenues,Increasing exports of goods and creaflng 2s,oOo _ 3O;oodloos in ttieiuture. n key phase of theaviation modernization process is the estairishment ot ttre sfecrai'Economrc zone around JKrA
!o,stiJnulat9 investments and groMh of various industries such ii togistics, waretrouitn!,and distflbution centers '
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WHAT DOES THE PPP METHOOOLOGY MEAN FOR JKIA & KQ?
In vrew of the advantage of executing the projecr raprdry and effrcren y, Ke and KAA wourd negotrate
to engage rn a 3o'years concessron hErsement framework under a ppp Act with Ko ;s theprivate party and KAA as the contracting authorityt rn tine with the ppp Act
The concessron wourd be specific to JKtA as the proJect asset and the concessron wiI be herd
by .a special Purpose vehicre (spv), owned by'Ko rhe spv w r take on a[ JK|A 8taffand operatlonal expenditures from the date of tre concession, while being responsible
for a comprehensive lnvestment program ln airport infrastructure.
The pflme rationale for serectrng the ppp formula as the recommended framework for thrs
transactron ts that there rs no necessity of transferrlng or selling the JKIA assets. lnsteadaviatlon assets would be delegated to ihe SpV
Upgraded & developed JKIA assets will return under KAA management after the proposed
Concession Period

Wrthrn the PPP setup, Ke and KAA shall agree on a fair concesslon fee model, lncluding fixedand variable components. The f,xed component would adoress xe,q;s current liabilities and costswhile the vanable componenl wrll allow KAA to participate In itre iurure groMh of trarfic,revenues, and proflts of JKIA.
The recommended setuO of a lono-term Concession Agreement would also ensure bankabllityof the concesslon by enabllng th-e new entlty to raiseixternat financlng requrred lo support thebroad tnvestment program
Anolher advantage of the proposed concessron rs the possrbrtily to negoflate various performance,based clauses ensurrng Ke tulflls all agreed targets 'rna 

""o.rnftrn"rt" 
for aI parlresiocluding other airlines. Vanous exrl clauses would salegriard lne emcrent ieatizalon of projecl goals

The recommended ppp, unlike other structures, would cover only JKIA avlaflon.related assets(runway, termrnals, aprons and laxrways car parks etc.) while thl remalning l""d;iX b;frli;administered by KAA.

HOW DID FINANCIAL RESTRUCTURING IMPACT KQ OPERATIONS?
Kenya Arrways pLc has rn recenr vears expeaenced flnanciar drstress that curmrnated rn a seresof poor frnancrat resutts that topped a record KES 26 2bn (US$25gm) for 201S-16 flnanciat penod
The recenl closure of the ftnanciat restrucluflng has created an impresston that Ke returned
:? lJ^"t,11:1ry^. ]1.,h-e 

pubtrc.,perceptron. rne c-ompany r,"" o*" i"iir"o obrarned the supporlor rne government through lhe soverelgn guarantees, and has started growing Oy launifi,njthe Nairobt - New york non-stop flight
According to KQ's management and Board, the situation is very dlfferent:

The market situa on of KO ls alarming. The natlonal carrier of Kenya has been pushedout of the. marker by other air nei, which are u"rv 
"iio"gfy 

.prot".tJ 
{-iii"i,governments.

Arthough the finanoar restructuring helped Ko rn the recent turburent rrmes, in order tomaintain rong-term riqurdrty, and eventualy proritaoiiiiv, iie airrine wir have to besublect to a more thorough and fundarnent"irr.irnjrorna''prolJss espec,arty rn theareasol,lgdr:lng costs we thought capitat expenditures as wett a! ctra-ngrng the organrsatronat &work cullure

Regardless of the internal Kenya Airways turnaround process there ts a need for a different,more holistic, restructurinq. Nor only ior.KO but for Xenyan Cfvif Avla on in generalA requtred solutton will change-the mandate of fenyan duaf,on and posrtion the arrtrneto become the moit promineniArr,can ca
Provided the current financrar situatron of Ko and the competrtion Ko management anarysed va.ousscenarios of possible improvement of KO situalion
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KQ's approach to ths reStructurlng wa3 put down in a document called a ,,Whits papor,,.
It stipulated strategic assessment oi the aviation industry in Kenya, its position in tne regron
and .scenarios for Future developments lt also contained an'analysis-backea propJsai
for changes at every legel - governrlent, market, and regulations _ to ensure the dominance
ot K€nyan avlatlon.
Eventually, lt became an answer to many problems financial restructurlng could not solve.
As such it became a srrategic government document that became a foundatiorifor erolect srmoi
It was reviewed by various government bodies, rncluding miniskies, and ended up with a Cabrnet
approval

5. JKIA'S CURRENT SITUATION

WHAT IS THE RELATIONSHIP BETWEEN JKIA & KQ?
JKIA rs the only hub in Kenya and by far the largest arrport in the country Assuch tt practica[y enJoysa monopoly and despite some setbacks, JKIA is the only protitabtg;lrport managed Oy kli..
KO is the largest customer ot JKIA in evory possible term and the airport would lose itsrmportance or even cease to exist shourd.Ko qo 6antrupt. Both organis;s co-exrst rn a symbrosrsand success of each is dependent on anotner.-The syneigy ot op",iron i, of 

"n 
utmost impoita-nc-eshould JKIA and Ke want to grow and improve its poiitioi'in tnd.j.n -

As was gathered during the due drligence exercise, which is part of the ppp process, the airport islacrng challenges lhal have to be addressed. Lack of necesiary 
""ilon" 

on the other hand wouldresurt in a significant decrease rn capacity which wi further;i;in;s; rmportance of the JK|Asrze of the aviation sector and related jobs, as well as ,on"t"ry intiorilo r<enyan economy

WHAT ARE THE ACTIONS THAT KO WOULD UNDERTAKE AS AN AIRPORT OPERATOR?
lmprovement of the JKiA Assets Condttion
KO wilr address technicar defects visibre to the arrpo( passengers to increase therr satisfactron whrretransiting in order to enhance the revenues and oreralt passe"nge,s experrence That will also resultrn^less capacity shorlages and rnrerruprrons caused by toiv retiairtrty of operationar assetsKQ estimates that a minimum budg€t of S2OM-g2SM ia n"uO"A io at 

"O 
titate the inlrastructuresuch as mechanical, electricat and irvrl engineerrng systemi

lnvestment in Permanont lnlragtructure
some of the crilrcal rnfrastructure erements are onry temporary constructaons wrth a rrretrme up ro2024 Ko recognizes a need to rnvest rn p"rr"n"nt 

" 
orr[on-"'rl-ar'o't"a"r"n *iI r""urt rn a dramatrcslump of JKIA capacrty back to 5M passengers per year from the current 7 4 i,l rhe 30% dropis primartty a resutt of temporary terminati lsuch "l re1 goinj oriiir."

Signiflcant Poten at rorShort.Term lmprovements
There are less capitallntenSlve investments posstb,e to qurckly increase the cur.ent capacttywthout construct'ng a new terminar or buitdrng.a iecono iun*"v.lri""u 

"-"uon" 
rerate mainry to theeJfict€nt ,ow of passengers tn terminat Uittatngs. such a; in;;;;;i;; rhe processor numbers(for exampre secu'ty scanners and check-in counteril ano miloi iir-"-ri,nlnt" rn the runway. suchas raprd exits and extension of the existing taxrway The f"ttu, on" *orio result in an increase ofcapacity in terms of arrcratt movements b! roughiy 60%. rn orJ"ito'ilnor" tne increased arrcrahmovements, arrcrall parkrng capacrty. wrrich will evenlually o"core ,-uoitt"ne"x, would be improveda,ongslde wlth operalional rmorovement actrons such 

"'r 
s 

"t,"Orfing 

'optimization 
/ ,"g,;f"1ion(1.e. slot coordlnaflon or schedulo coordination)

Setup of an Etflclent Cdordlna on of,Alrport Stakeholders wlth a Common Growth StrategyKQ would put in place a structured and 
_ 
co-oldlnated communica on between the alrportstakehotdqrs such as Air Traffic Control tef Cl,' termii,ir ino g;;n;;p"ru,or, ground handtrng
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operators, KQ and other airlines
a con alatsnt ceoe cltv lmorovem€

lmprovement of CollabOratlon Betwoen Terminals and Concesslonalres
JKIA should operate as one, coheslvb ecosystem rather than six independent airports. To makethat happ€n, XQ woutd optimize usage ol .aligned lT and airport technoiogy systemsKg would replace manuat procesaes with auto;ated ones (e.g Laggage nandiing systems
in Termrnats '18, 1C, 1D and 1E) Ke would rntroduce a system that-wouli-atiow monnoiing of tne
concessronaires sares in afl terminars The ratter wourd enabre JK|A to hav€ a visibiriiy overrevenuea gensrated by duty-free shops at the airport in order to maximize non_aeronautical
revenues in that field. The same appltes to parking servrces provider at tn" ,,rpoii
KQ wourd coIaborate wirh concesgronarres to modernizeihe retaI ouists around one. cohesrvestrategy,lo offer passengers the right products.at an odtimal pricing. AI th;se activities wiff jositivery
rmpact revenues of JKIA, as there is a slgnlflcant potenilal f6r groMh and positivi Imfaciof operallons transparency

Optimlzatlon of the Revenue Structure
well-managed internatlonal airports have a revenue aplit of 50:50 between traditronal aeronautrcatsources (landing fees, Airport pax service charge) and non-auron"rli"riiouunr"s (duty-free shops.concessions paid by the arrport ooerators, gr6und handters. ino-iuet piovioers. 

".ong 
oin"i"lKo woutd optrmrze revenue structure ot JrA iir onng rr up to an inJr.iiv'iui"r rro, t e current Bo:20spllt. one ot the ways to make lhar. happen rs an ,fig,-""i ;i i;"'f"e st*ctr,"s ioi marynon-aeronautlcal revenue sources thal remained un-changed since ig96. ls a resutt,the concesaton. toos pald by companles opera nf 

"1 
tt i'"frpo,i'*ortd become simitarto lnternatlonal bonchmarks

Review of Exlslng Contracts and Leases at JKIA
KO wourd ensure comprance wrth the exrsrng contracts terms and therr vardrty Any improper
119:i1.* and excision9 of JKtA's property to third parties woutd be ceaseo white unfavorabteagreemenls and arrangements limdrng.JKlA revenue and creaftng rnetficienci"" *oriO n""Jto be rene.gotrated The latter appIes lo any.long_term 

"rr"nfui.,unta 
wth concessronarresand leases/ttcensees at JKIA. which are one_srded and,undurv on"rJr" Jn xen

6. CHARACTERISTIC OF THE PRIVATELY INITIATEO INVESTMENT PROPOSAL (PIIP)

WHAT ARE THE MAJOR ASSUMPTIONS DEFINED IN THE PIIP?
The proJect described in the pltp concerns. rm provement and upgrade of JK|A operatrons throughrntroduction of the ppp between KAA and KO.

. Proposed ppp is based on the fo owtng 8 (elght) key assumptlons
Ftguto 11 Sumfiary ol koy dssuhptions describod in lho pltp

lntention of Par es nKe a orts oAuth(p ril P blU lc P na etnv a dn Ko P ate
P rta ne ent tond nil e tn o he ublP Ptc fl Pate artn rse hrp
n rela no o J K

Concession Agrqoment eTh oc snces ron mree en to b seAg bened ntwee Pboth as rt ES
nco tlS lu e the bas oS he coo ra on th npe h S UP b c

P a e aP nert rsh
Concesslon Porlod

fi

eTh oc enc srons re em ntAq b d o a e od o 0p arsye
th de n de nco d ton fos S ae term atn no a exnd nte toS nConcessionalr€ hT ,ee a ne aog mccomv aod PUte b c tlP Pate rta ern h p

eb a o Ko e toct en la tons

Sublect Solution proposed in pllp
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JKIA A8sots selecting lhe PPP formula as the
recommended framework for this transaction rS thal there is no
necessity of transferflng or selling the JKIA assets.
lnstead, avtatlon assets will be detedated to the SpV
Upgraded & developed JKIA assets will return under KAA

emenl after lhe proposed ConceSston perrod

The key rationale for

ma
Concession
Fee

negotaated annual Concession Fee
KQ aod KAA shall agree on a fair concesston fee model
rncludtng fixed and vaflable components The fixed componentwill address KAA'S current liabilities and cosls. white

SPV will pay KAA

ofrt

h a tab ee mco ne n a o Kpo to clrtr ate n hepa p
fu ro h ofretU att e e un S nda s o KJ

JKIA Revonues SPV will acquire revenue and cash-flow from everyday
operatrons of JKIA both in aeronautical and non_aerona;tic;l
areas

PPP Requirements
Pflvate Partnership for KAA in particular proving projecl,s

and Risk allocation

The PllP wi ensure the viable bus:ness case of the Publc

Value for money, Affordabil

7. ANSWERS TO KEY QUESTIONS

WHICH ASSETS WILL BE INCLUDED IN THE CONCESSION?

Scope of this project includes JKIA. only, whrle the resl of arrports and atrslnps tn Kenyawould rematn under sole management of KAA
Assets rncluded rn lhe proposed concessron wtll be limited to aviation lnrrastructure only(r e runway. lermrnals parhrnqandaorons,carparksetc)thedelalledltstoftheassetsanaprope.ti
rn€ruded rn the concessrgn wr, be enumerated in tne c6ncesiitn agr"-em"nt 1, " afler rrnarizatronof the legal and financial due diligence)r
Other, non-aviation assets and property, land will remain in KAA (not rnctuded in concession);
Assets rncruded in the concessron wi, be drsposed to the spv and secured through rong{erm reaseto ensure bankabiltty of the concession agreement

WHAT WILL BE THE IMPACT OF THE PROJECT ON THE PASSENGERS TRAFFIC?
As a drrect result of implementing the prolect. JKIA traffrc rs expected to grow from 7.2 millionpassengers tn 2017 to 11.3by 202L.

,Tl: !":." *.a: scenario for Ke groMh assumes at least 23 al.craft and more than 20 newrnternational destlnations over the next S years.

' lmpactofthe Project on growth ot pass_engeB peryea.(pAx) car.ed by KQ and overal at JK|Ahas been presented on the graph below furtner growin nal Oee'n iroiecteO tor the fo owrng yea.slo match the expected demand tn the market

Fqure 12 Prqec!6d gtowth ol passengors (Ke and JKtA)

,-o *rnra* ,n,.rn.non., 
^roo.,

Prol.cl.d X.ny. Atrw.yr pAX numb.r proJ.ct.d ov...I pAx numb.r
2or! 2022 2011

5.9
mll. PAI

4.1
mll. PAX

7.1

''lll. 
PAX

It.3
* ryD

2022

1?



Con!olldatlng avtadon assets und6. prol6ct Slniba w resutt.ln rovamplng JKIA
lnfrastructure and increasing traffic of pa3ssngers to 30 rilllt;n by'20i9.

WHAT IS THE INVESTMENT PROGRAM AT JKIA PLANNED BY KQ?

JKIA requires srgnificant capilal tn\restments to accommodate projected groMh rn traffrc
and passenger numbers as well as increase the quality of service prorideil to its customers.
ln the concession Agreement, Ko is wi ing to commir to minimum capitar investments in runwayparking, aprons and terminals.
Minimum rnvesrment requirements wfl be subJect lo negotiarions with KAA and wil be defined
in the Concession Agreement,
Additionally, KQ commjts to prepare and present to KAA annuar investment prans in order to acqurreassets' owner approval for th6 planned upgrades of the airport infrastruciure.
Key elements of the investment program are divided in two phases as indrcaied betow
,:, Prlorlty One lnveatments:

Rehabllltation of Taxlway and parklng Apron _ This investment wt reduc€ the time anaircraft remains on the runway and as a coniequence increase ttre capacity of the airport
Remodeling of Termlnal ig, C, O_- Thrs remodetrng wr rncrease the capacity of the terminatby 3 million passengers, annualy Thrs is a key rnve;tm"nt n"uJ 

"" 
tn" t"rrll inars and not therunway are the biggest botleneck and capacity constraint at JKIA.

Upgradlng of Category I runway to Category 2 _ Upgradrng the runway to Category 2wtll rncrease the capacity of the atrport rn long-_1Lli

,-. Prlorlty Two lnvostments:

Tormlnal 2 - phase I - The 1st phase of Terminai 2 constructton is expected to resuttin a capacity of approximately 1O miilion p".."ngur. 
"nnuu 

y *i,"-n 
"orpr"f"o.Terminal 2 - phase ll - The 2nd phase of Terminat 2 construction is expected to resultrn a capacity of around 20 million per annum once completed Consfrr"tion'i"-"rpeiiJi

to commence in th'e yeat 2029. ,
Vohlcle Parklng - The JKIA airport has a €apacity of around 2,300 parktng spaces hencethere is a sho(age of parking space.

KQ consrders ad-ditrona y inveslrng rn private jets and vlp terminals to sahsfy the market needsand enlarge the functronat[res ot JKtA

WHAT IS PROPOSED IN THE PIIP IN RELATION TO JKIA STAFF MATTERS?

KQ do63 not assume redundancy of ANy of the currant JKIA employses.

KQ, in order to grow kaffic at JKIA, will rety on current JKIA staff.
Moreover'.the outclmes of project's frnancrar moder ctearry show rhat spv wi, need to significanayrncrease the staff number ln llne wlth_the trafflc g;owth. ffre grapn below presents resuttsof the Financiat Modet in relation to rhe statf number at iXtn over conieilron perioo.
ln the PllP, KQ proposed the folowing hrgh-rever sorutron towards staff-rerated matters

KO commits to second all the current JKIA staff to the SpV on the eoual terms as curren yat KAA for a period of 12 monlhs,
After the secondment period, Ke wl tranefer employe€8 to SpV:
Employees not transferred to the SpV after secondment period w be reallocated by KAAto other airports and arrstnps

13



Figuro 13. Projoction ol cmployficnt et JRIA wjthin thc Conco ssion ponod

Foiacartad Numbar ol Employaaa
.cquk.d by th. EPv (2010.20491

.@5ddifui6,

hr.lJ-'..'r.rd
-bhk'GlE

.ts.'i".1$ s,r./.r,P.o1 rl.;,i +1 { r...rl.+"..*..rr'

WHAT WILL BE THE SPV LEGAL FORM ANO SHAREHOLDING STRUCTURE?
SPV will be regastered as the trmrted trability company (LLC) as requested by the ppp Act
KO proposed to own 1OO% of sha.es ln th€ SpV sublect to minor changes tn the future (externatrnvestor), flnat share structure, however, ls subject to n"!oti"iioi"-*lin xu:
KO commits also not lo loge control over the SpV during the whole concesston duration.

WILL THE PROJECT REQUIRE VIABILITY GAP FUNDING?
Financrar moder has been created as the inherent part of rhis prp in order to estimate expectedprofrtabilrty of the prorect as we, as to carcurate tne vltue 

"iii,i."!.i"" ia" pard to KAA on annuarbasis:

TheFproposed proj€ct is serf'frnancrng and does not require addrtronar viabirity Gap Funding

VGF might be, however, necessary to support KAA with financral delicit of tocal airports & atrstnps

iiT.??iflJ!.[fft('" 
case it is not covered bv the variabr; ;; ;;i;;;;""ssion ree in rnst pe,iio

Consolidated XO and SpV wllt be,a USD .t.S b llon Company tn 2019growtng to USD 2.2 bll on tn 2022

WHAT WILL HAPPEN TO OTHER AIRPORTS AND AIRSTRIPS IN KENYA?
Prorect Need Definitron crearrv states that the proposed transaction sha, srgnifrcan,y rmpact JKrAposrtron in the market, rts operatronat etic,ency aiio as a i""Ji iirrf" sr"*,, As a consequence.one of the imponant assumorro* 

"r 
,.|r^1olgf9..:J lJ"t;; ;;;;;;;". ;ve ,mpacr or srrensthenrnqthe natronal hub rn Narrobi on all avratron assets rn x"ny" fn"r"""JJtrrlti" in JKtl ,ill a"flnit"tyaffect performance ot aI other alrports ana airsrrip iemafn;;ir-il;

It rs expected that KAA will continLre to manage and operate the remaintng atrports and arrstftpsThe airstrips and airports on a standarone basis had operating deficits of usD 54 .r M for the Frnanciaryeat 2017

KO commrts lo second
irllthe current JKtA stat,

to thc SPVtor
a nnnrrlrum ol l2 months

A twofotd incrcase
ln cmployment is torcasled
ov{!rlhc conccssion petiod
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This wll! re_qulre lhe_SPV to pay a portloh of annual costs related to othgr atrports and airstripswhich are loss making in form of the annual concession i"". inu ar"unt sltuation arises
because JKIA, which generates around g0% ot Klq's revenue 

"na "".ount. 
for just over 50% of

costs' wirr not be in a position to support fufly the other airports and arrstrips folrowing tne conceisron.

Alrports. and alrstrips remalnlng ln KAA will be supported by development ol hub
rn Natrobt, however they would need lo go through parallel iestructurlng process

in order to limlt costs and become profiGbie assets in the future

DOES KQ HAVE CAPABILITIES TO RUN OPERATIONS OF JKIA?
KQ appries in this Privatery rnitiated rnvestment proposar (p[p) to run operatrons of JK|A whichrepresents the business strongly related to operating an ai rne, however possessing its ownspecificity and characteristic. For that reason, ine coicessioner has-Jereropeo the capabiritiesGrou^h Pran of buirding and utirising internat competenceio".i"g ;n pro,,ur .ources of intelectuarcapital.

KQ will rery on varrous sources of competences incruding current JKrA management and staff
KQ, however, commits to conlract an external Airport Advisor to lmplement world-class solutionsand best practtces in running the airport
KQ include in this proposat the fo owing assumptions related to each of the groups:

KAA Managers. Due to lhe fact that JKIA represents the brggest and most complex airporlin the Country, Ke assumes burtding the SpV Oii"O- o",,lrf?agers rnvotved in currentoperations of JKIA.

JKIA Employees. The assumptron towards KAA Managers wtll apply also to medium-management JKtA .tuff 
"" 

*"lll.r_,u_T!]oyees involved tn e-veryOay operjtions or tne ariponTheir broad experience and invorvemenl rn runnrng ttris arrport virtt oLcome tne crrticar successfactor ol this venture

Alrport Advisor. Ke rn the grocess of preparing this pllp has started the selection processof Airpon Advrsor which wi assrst rnternar Spv r"esourcei i; ;;y:;;-duy opu,"rronat activrtresbringing in signrficant rnternatrona.r experience from ottrer arrportl rritne worrd rheinrtrar iongtrst of Arrport Advisors described in prtp ,ncruJes.-i,{vf,Iioi..' s.t,pr,or, paris Aeroport.Egrs, Changr Airpcrrt (Singapore) and ftemrngo Croup ijrtifi"il
Airport professionals. lnvotvement of eXternat, high-qualifred and skillful staff in SpVwill become the key success factor of the pioleci a,rptn ir*r-oieiiionars with vast expe.encefrom international airports will be recruited as ihe i"t"ir-r"""g"r, to support current staff
KQ Manaqers. possibilitv of operating both hub and the nalional aarline create a uniquechance ro utilise knowredge from- botn sioes. n"*"*i, ,".t 

"iio'staff 
is focused on turningaround the airline, some of the Managers can Oe 

"f 
so inuofu"J inilproving JKIA efficiency

WAS THE FORMAL PROCESS FOLLOWED?

Project ls being carried out in fu[ compriance with requirements of the ppp Act 201 3.

lr:i:"l r"1" inltiated by Ke in March 20.t8 when KO devetoped and submitred lo the coKa document ca,ed a Whrte paoer. tr-exptained rn detait ; o,ff,.rlii,o.J"iitir" .itrii,o. oi x",iv""Aviation {both KO and JKIA) and desffibed the root causes for ir. ff," jlarr"nt did not focus on
Bi?"""."1"1g;1,:.^nsoldatins 

avtalon assers trt privaea a nuiiii or possture ;irii";;;
Following the submission of a White papei, GoK initiateo a seres of consuttative meetings to discussconctusions and determtne rhe next steps in the pd;;a i;;il;;; ilrties panicipated rn aoovemeetings. GoK representatives. KO management. fa,l manageme-ni The ultrmate resutt ol thrs

it"",n"""i![:ro,o,*t 
*as selection of the PP"P tr"'n"*o.-r, ,. in" "".*i.l,t"oru ro,. 

"""orpion,ng 
ih;
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The prolect concept ol tnkoducrno the ppp between KAA and KO have been finafly approvedby the Cabtnet on 29'h May 2Ot8;nd armounced rn the pubric jomi,n "
Following the cabinet's approval, Ko inltlated rts efforts to deverop the plp as a formarprereqursite defined in the ppp Acr 2013 work on the prp rasted from iury til end of sepre;be;2018 KAA management was consulted on assumptions of ttre- frolect on vanous stagesof development of the pllp
KQ developed the Pllp documontation fully in llne with guidellnes of the ppp process.Maror argumentation of these documents was iocused to addriss the t;ree condrtrons necessaryfrom the process perqpective i.e varue to,. ,non"y,- lit-o-riau'irriy ano Rrsk arocation.The documents also included an extensive legat anatysrs Li tn" p,opo""jtrrn"""t,on
The PllP documentation (i.e. the proposal. Heads of Terms and Financial Model) wera approved

:fl"tJ"lH"lflr?oard 
on 4,h ocrober 2018 and sub;iue; i;in" xu t" "!ii-aii

KQ also proposed lhe dratt of a Non-drscrosure Agreement to secure the frow of data be&eenboth partres Thts document was _signed on i,n O"toU"r-ioie uy uotf, KAA and Kemanagement rn para,er' KQ arso defined the rist of the requesteJ oocuments to be drscrosed forlhe sake ot a formal Oue Drlroence KO w€s aware tn"t p-rlp"rrir"- 
"ithe 

requested documentsrequired effon and rrme on KAI srde trererore apfrlJ ror.i;;;*,;';;;;.
Based on the Pllp documentation submttted by Ke, KAA approvod ini0a on of the formalprocess on 18'h ocrober 2o'r8. on 22N octoui zora io lffi;;-"" otfrcrar retter from KAAManaging Direclor stating thar: "The Board or oirecrors tis 

-aiprlii 
initi"rion of formar duediligence and engagement with KO on the basis ol tn" Caoin"t 

"njif,i'if 
rp".

At no stage_of thls process Ke enforced any soluflon on KAA, Tho plp documenta onwas from the very bsgtnntng a Ke proposat, thoush, 
"on"u'it"O 

*ttt, Xla.
Oue dillgence on KAA started I: 

^9-"-t.bul .2919 and tasted up ti io,i February 2018.Due lo.lhe publrc procurement process needed for seleclton of kAA Transact,on Advtsorsthe obligatory due ditioence on Ke started on iOii O-"""r0", 2018 and tastedtrll 10'h February 20i 8 as w;fl

l1-tlr: cour:e.of.1 due ditigence both sldes exchanged documents which were cruciat forassessment of vrabutv of the transgction. Ko itserf pr;id"J xll-ii"n-.".rion Advrsors with over165 erecrronrc fites and hard copres of nrr",ori ilir[.,uni";;J;;;i'Ko Headquarters
lll:lly,.9n 21.rFebruary 2019 KO rec+eived a rormat tetter from rhe KAA Transaction Advisor(MMC Akrca) confirmrng submissron of Negotrarrons C"i"ii, ov' riqa',"gardrng the p p by KOreJatrng to the operahon of JKIA to lhe ppp iommlnee

The project ls still ln the earlv stages. A perlod o, 9 months was roqutred for the Cabinetdecisron necessary ro reach th; point or "'riri"ii; ;;;ii;';r;iiJ"tr,o the ppp commitroe.
Theretore, proposals descrlbed.in the pllp have never been negolated nor decided

by KAA and Xe yet.

KQ and KAA carefully follow the mode of engagement ou lned by the ppp Act 2013.
:"",,1" "Jffi" 

have lusr frnatrsed rhe due ditrgence ;r.o;.; i; -"ir""".-iniu"r 
assumptions made

Desprte the progress, nons of th€ transacfon srdes have initrat€d the negouatons process.

8. PROJECT STATUS & PROPOSED NEXT STEPS
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KAA and.KQ aro yet to engago publlc ln tho p.r clpa(on procetr. lt ia essential ,or the pubtic
l?.rld::l?ll 'lryrtance of rhe proiecr not onty to XCi, lXra br tni aviaiion sector. Uri *eirlOeinS
0l rne employees lhemselves and positivs impecl of the transaclion on the count4y's economy.

Fgurc 14 Sunmary of kcy assumptions doscnbcd in lhc pllp

f,l.ch 2ott Lr 20'la Oclot r 2oia

aol.cr lht!.
L.uieh: C.Unat XO load aptro{al.

cuiitxt, xtY tiorlcr txat!
Olrt Olflgaica

l.toaL ard ,lt

ll!qolunoxs

l6.uarr 20ll ?

ooo
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KIA MARKET SHARE PER AIRTINE FREQUENCY & PASSENGER TLOWJ
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JKIA MARKET SHARE PER AIRLINE FREQUENCY & PASSENGER FI.OW

JKIA Morkel Shore toch

Looking ol 2019 weekly globol stotistics on JKIA, KO hos lhe hlghert morkel shore in lerms of Ajrcrofl
Movemenl ond Possenger lhroughpul. This is furlher enhonced by Jombo-Jel one of it5 subsiCiory.

The frequency of olher oirlines inlo JKIA ond MIA is ol low significont lo impoct on KOs revenue ond
profit slructures ond slrolegy.

The cost overruns of KQ ore lhe one eroding the conier morkel slroiegy monogement

Weekly Aircrofl Frequency JKIA 2019 - KQ conlrolr 47% t Jombo l3% Qotor 2.9%, Elhopion oidine 2.8%,
Rwondo oir2.8% ond Emirote oiiine 2%.
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JKIA MARKET SHARE PER AIRLINE FNEQUENCY & PASSENGEN FIOW

Weekly Possenger hondling by oidine ot JKIA 2019 - KQ conhok 52.4% I Jombo 9.3%
Eth ion Airline 4. Emirote ,1.8%. Qolor Ai 3.6%. ond Rwondo oh 2.2%

!
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Reference: hltos://www.ch-oviolion.com/ooriol/mvchovlolion/subscriotien
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JKIA MARKET SHARE PER AIRLINE FREQUENCY & PASSENGER FLOW

(Q Morkel shote Anotysls
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JKIA MARKET SHARE PER AIRTINE FREQUENCY & PASSENGER FIOW

JKIA Morket Shore toclt

Looking ol 2019 weekly globol siotislics on JKIA, KQ hos lhe hlghetl morkel shore in lerms of Aircrofl
Movemenl ond Possenger lhroughpul. This is furlher enhonced by Jombo-Jel one of ils subsidiory.

The frequency of olher oirlines into JKIA ond MIA is of low significont lo impoci on KQs revenue ond
profil slructures ond slrolegy.

The cosl overruns of KQ ore the one eroding the conjer morkel slroiegy monogemenl

Weekly Aircrofl Frequency JKIA 2019 - KQ conlrols 477. L Jombo l3% Qolor 2.9%, Eihopion oirline 2.8%,
Rwondo oir2.8% ond Emirote oirline 2%.
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I
JTIA MARKET SHARE PER AIRI.INE FREOUENCY & PASSENGEN FIOW

Weekly Possonger hondling by olrline ot JKIA 2019 - KQ conlrol! 52..1% I Jombo 9.3%
ion Airllne 4.6*. Emkqle 4.8%. Qolor Ai 3.670 ond Rwondo oir 2.2*Eth
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Reference: hltos://www.ch-ovlolion.com/oorlol/mvchoviotion/subscriotiqo

t

ii

il

Poge 3 of 3



t I
3

F
e

t
t c

i,:
I!

T

!
8 t

I
a
- ,

I
i
6.

ta

i
q

;

t q

I

t
I

tr
d

T
1

t =I
I

a,i
I

I

tI I

t

.,ll

i

)a

il



swur.!!a r.uli,rrtauouul - on_avliuton htttrs://wwrr.ch"aviatioD.corn/portsl/EirportsNBOrrtab-Dapa

Tt' world ' L'dlng altllr. l^t.ll.,.nc. P.ovrd.r .hc. I ilr I ch{vr.u6. . tr,n. drn.ro., l ch-.vt.don d.t! s,.dvrrory ladv.n,rhg Oq} @S

ch dviation MrTlaS ttaAirat (h.thdr..)

AccolntS.nhg. Loeour

No." I ^-* | t-.". 
I

Loc.rroD: Hornc -> Arpol! .> N&,i Jofio Kaiytsr thBnalod

Airport
- 9ubhrrY@rrd.r. i: Contng Soon, i N..d h.t!? . FAO on  t.porti

lnlo tcrmh.ts

Iop l0 Atrttnr. by w..rry

ToD l0 Alrllh.. byw..lty
,dqumcy

rCaowBaaaa

Rdrba

W..r.t nhg: q!^aR2ol9l

C.D..lry L or t6trt

Sch.dubrAlrlln.. Airpott! C.p.dv

Nairobl
Clty

Jomo Kenyatta lnternauonal NBO HKJK
tcao

I crpcity

r08.730

9e?

28r.027.10t

'17a.n22,143

! Elhod.nAdin..

-.7 KtM Royd out.h Ahin.t

!04,tlo

ll.0.l5
10 1lo

t.026

..e62

!.t24
! r3!t

2rr
2 atJ

2.5te

t 660

10a.00!a

52.aa*

9,33ta

i.6t!a
2,2?*

3 ft5.!

o1.

1lo

ae

35_

2a

26

20

fi

.1r1!.

a,eat
!.s$a

t,$!(
2,!1ta

.2,trt
2,olr

!, r ott

Mosl Popular
Mogant n !..r! taonn l!
r.rla.t l AlW d. u.ld.r ole

G.nnlnia thtid.lo6 oo.n

?Y'lr''!5-'io
C.n.dr'. J.ttr..nr

PoLrxtr E^t.. Ai wr!
1...a.8737 rm Go2srv

N

5 qn.A .r.
6 Eolbotrn Alnh.r

_-r !tr.I!

3of
418/19,8:48



A,cllr.r!ta ultEfllullonal - cn.avlatlon https ://www.ch-aviation.com,/portaUairpons/NBO#tab_capa(

Top lO Rout.a by w..$y

Top l0 Rout . byw..tty

.h{vhUon orIn. ar,b&rtrilon

ctlan lbn PRo

10 rdrdcl 8.nrrfl GHR). Ga

,0a,7Jo

lt53a
,Tl
,.2i

s.t!,
l.aot

,.Ll.oaa

a at0.2r5

I
grylryqP)tE.
EFr.!D.i<!r!o& {EAEI UG

6 J6r[r.b.,! oR. Tsbo (t{e), za
6 Etlfr firSI l<E

7 O, .. Satun OAn), rZ
r ln.r.rirn Edir}ld ( Ms),NL
a Prr. coc (cm). FF

3,e47

too,o0*

7.li!.

Jrl}

_..1!

lJa*
a.a!t

Top l0 Rost.. !y *..lty ASl(

Top lohdot . b, wnktya"u 
*,_ _!-

2 Enr.b6./tuhc.l. (EEB). UG

I tl.uho lKlS), KE

-4 Ar'd. Abrb. (aoo), Et
5 D.r.! 5.r..6 {OAFI. TZ

a Ekro..t (EO!t, rc
7_ Jon.fl[blr! o,F Lhb! (JN8), z.A

a rrht,lh URo), Iz
, andbr ENa, Tz

tO li/lll rilr (DXO), AE

1 Ah.Ldrn s,.n aEt (Atas). Nt
2 Ora.l llllt (oxe). AE

_1 !t !1r..i,:1!{!!.98 _.
a Prt cD6 (coc). FR

. 
5 Joi$r.rr! o.F. I&rao (JNE), za
a N.. Ydr JFK (.FX), t S

J Oor!. }b6ld hn {DOti), OA ,
a 6r'9to* s,rvarDDalsi (oKx), TH

-r 
sTb:!!!Pl).r! . __ _

lg. rllgtlltI,r. (FM)l D€

! Ahr..do s.6iphol (aMs), NL

(!HF). GE

_ 1 1&! lgg &cb). FR

a St .lor Swh.bhrrJ (B(X), tH
I UlrrI6./ !^h (lotal tN

10 Frttn kn (FR I OE

A!X_ i .r lor.t
241,0?.t0t too.oola

2t.a!g.ae7 10.6?*

t!.a2r.te2 to.llt
. 2r_3ra.o:I !.72!a

24.!s.30e e.3$r
r5.ara.a62 5,51ta

rt-t3l55a a.az!a.

ll '.t{o ...!*
1r,l25 aaa .,21!a

rlr.!_1.- !.27r
4.0a5.553 2,a6!a

ASfi

irriu.irr-
166t2.124

1r.4ao.110

rra75.25e

ra.3e0 trl
t,ata.rt2

l1Pr5o0
1.r70.m6

to,6r*

. 8,53tt

9 8:ri

3,21*

3.2rt

M1

a,7ta
a,3a*

.:t*

3,2r*
2,lai

Fr.q!.n.y X ot Toi.t

tl,

l5
66

ao

a0

2A

2a

5 Jde.lh{o o.R r.hbo (JNs), zA

! -!.*JgdrlF! ({_9, u!
, ar.ar. tim.d hn (oo|t), OA

crlr$.tion r.w d.ra t .rt
rr$D dr.d(n ht d.t. adv..tdna opoo.tdtb!

?@OChur

PnorE:+at (o).. s@ aZ O?
L.dt.d(Ocl}.rrt on.@d

418119,8:48

of3



O.igin

lr!-y6u"Jii -

tgre!ry- __. -. __ --J
l;t;.irdt"Eo. - )

Eir*; ers!,r-- - --l

i.tlar ro,ro xaF6 l

Search Results

Rrqurlr O.t Erlon

Ia ulI..t (UCD. Cr.I

!7 Enr.bD./x.rnp.[ (E88),. uG
lC Guxgrh& c^r9. Cll

Daalimlion

iinv.eiurc"i-l . 
'-

l-L ..-

Aircrai

M.rr.l.Gro0p-
blv,,

Fillors,/S6ttings

Fllght Typ!

Ol.rhy

-ry!.!.!t !e!]oo c!-(ts!)

!.!1,.!!r !r,

ntIps://\yww.ch-auanon.cor portaycapacity?limit:I0&display

rh' worr'r't r"dl.lc ardh' tri.lri!.nc. Provu.r.i6c. rolt t ch-rrr.roo rlirm dhcro.r t ch..ir. s d.o . .dtrjory tadv.nbhe S @ @ S

h aviatsion MAaAS [l^lr^t (6rtl.d...1
' AccounrS.nhO. Lolout

Nlr.6 Arr{t L.en AhIn t AlrpO Rart r CrF.dV SdirduLi
Loc.ilon: Hom. -> C.padty

Capacity S_uhmli Yod H.r. r.Conh!3@n N..d.h.tp? . FAq on C.|..lll.r pnnr Vt.w

LqFGq,*p
l.!t _,,

4!rr...tf!

.!L_

i-v
41.6 !1P.. C-!Din

20l9{+0
r9.q.i!.- ,.._
:1019{,+ra

' i rlr.ci l,
lJ..&a-: I

r.l{*!:r.sqqlq$-.
2 O.l5.r rnn rcxal aE- i l-o.i-x..i,* rrxar. bi -

a Pfircoc (CoG), FR

_ _? J.',.!t rb,f-91fTD..qN8)rlt_
_ -. ,_{"-" Y""!, J1(.({9.-]5 __, O.hl Hh.d tan OOHI. eA

.l B.nctok Slv.nrbhumi {1rc0, lH
_ ! u,:rnurrnr 6Ouf r1 - _ -lO FMldlrn rnn (FRA). OE

rr a4,i. &.b. (Aool. Et
12 L.co. (LO6l. NG

-11 I9.!!!IlAr !E--

13 s.Lil.h (sHo. AE

:tt.o27.t0t
2t et5.e,
2aa2! lt2
2131e03l

2a.3t0.309

!5.ara.3a2

t!..3e.il,a
!!.r4!.350

lr 125.56!

9rsil!
a tx5.553

7.125,La

5,aao!t!2

a,&a.!2a

a 2.6.An
a,2ol.5a7

t lal r2a

r.ror.sir

!:g-...o..
12 rlee

2.La..at
2 Dt.zto
2.a61.13t

. torri
9,72tt

0,39!a

5.51!-

421*

1?r*.

2,tl!a

-1:e.*:
-1.72*
1,5!*

1a9I.
1,lrta

!,.!t!a !

1J7!

.l,l-t-a

-.t F.r

Most Popular
Mo!.n{. ...t! taom ro
r.ltrn WOW rk u.rd.r 6.*

G.muni! [qotd.lo.. op.n

Proc._.dnor tio

Canrd.. J.ttin.! 5r!i
lrrnclr to aOl9

lndo.ri. r Tr.vi. Air

aTRn.600

Pamair Entrrlr mr
1....t 8737 iro.r Go2srv

mG.t o!r RSS F..d

r.x' (auH). AE

.11 9i_.r sr...i-{D^R). rz_

2' C.ko r.fl (cAt), Ec
22 C.C. Toin (Cpt), ZA

_ -n - !+ru. (r.R.r2.IU. 
_ -2a l.t.nhl Al.to.t (lsi). TR

of3
4/8/19,8:55



hnps://www.ch-aviation.com/portavcapacityfl imiF I O&displa!

.2C

_21
2a

2t
!o

lqr.tt (LUN). zn

Aax a oa ror.r
2.462 X2 o,e5*

2.a,1!.$r _ O,e!*

.2.aa! 46? o,eal
2.a10.55, 0.16*
2 lOt 053 o,!2*
2.Oaa la! o.rt*

. r..o!.Jq.. 
. g!*

I 455,€ta o.5ett

1,t:!C.O2{ 0,5!ta

_ r .51!o! 
9,5?!a

_ 1.37r..0t 0,!!t
r.3:r0.9!2 o.a?t
1.2lo.tr5 0,a3ta

-- - 1140.217 -- 0.a2!a

1,!6a.eoa 0..1!a

1,Oa27U 0.r7t

- .. - 951!05- -.-.- -0,1!
_ qo.orr__ glL

e2,r !a9 0.!:l*

_ P6 'l5 .9..21
_-rll1I _0.2q.

l:1.!6 0,2!*
?.2,3ae o,2t*
6&ql 

-9:?51.
- - r!e.06 

9,231.
031.!12 0,221,

6o0.etE, 0,22L

- !43 323 _ O.2t*
522.a11 0.1t1
llr !2t o trr

.. ad,02l 0.16!a

357.t3! o,t3*
la! 63 o.tzla
2!..fE O.OgL

_ .2512t2 9,9{'.
t5.2 llo O._O51

r.5{ o.oa*
x 4.t53 o.oala

14 249 0,o3ts

aa,t15 O,O2!a

!1..17 o.o1*

9,mr
- 

0.001

,o:Pl

111T-J!!!_q[N} ug
Kln.h.$ Mqft (Fl}l). CO

?!1*" qlo):!!
Mo!.6.n! (MEo), SO

Kc.ll(KGL), Rw

M.na lsEz). sc

Jrb. (x0), SS

Oornr. (OL ). CM 
.

Y.ry9f.-!id,.qs!.,qr.
8..!d (!GF), CF

!ub!ob..hl (FAn), CO

u"*. r.rr. rwii iv-

KtlI! qs)'_f-E 
.

Z.db!. Crrz), E
J.dd.h (JEo). sA
Sar,rur. Gzv). CG

xdo.i t l0r lt). xrl
tlf{1! !Y), a 

- -

!2

33

!a

s

!t
!l

-al
..2

{t

,-.!

ae

l0
51

Elddt (EOL), r(E

Or.ood, (OZA), \.T

- ,5 _.8r."t{! qE):!I 
__

- 
5.,l_!.b.igu.!a .__
5? ri&nrlxo (JFO). Iz
!€ Lod. lL at), 

^o
.s- q!-!q..(Ptr). q _ -
60 _q/.dd (.ia), oJ

. 62 _q:r!{'_(oq.-YE , ..._-
63. Gr.wr (cCR), SO

aa G.krio GL$, so
C! M!.o.h. (MUZ). rZ

R.qu..! Dtr. Ergort

- 16 rxDrwdld cst.t (oJl/c),  E

0? Uac. (LcG). 6E- cj r-",,a-- sL"rr.a ririr. oi --
_ .o _Mrtl.r.ht (MST). N!

--zo r^,ma (M-u4. Iz :-_-'

0

o

q

,9

0

dF r'r'rion ap.n' n'' rdro*hc nEhodobgv to. .rr.,.h ...r conthur.imrc.p.ov .:rs4rton. ,o ln.rri ..np.r.b*, .cror! .r .rdhn
. Eco^ofr, ptu.rcorrllo.i v.. prEiu,rl E.6.r.6...r. p.i .o* ru., e&..gj i;i;:.:;;lf .t-*:q dry con.k..l c.hrn. ro b. P,hh,,. Eco*ny r h. ,n {ium nmb.r or

effi*fl*f,#I-f,#t#.}i#,#,!$i#ffi :td[ffi#,i#,.:{rjlfl':H*:.
RdJt' 

'nd 
sd'dul' d't sbvid.d by oAG An.!o^ n6rkud. umn d.  t" .n c.nncudlom b.xd 6 d-.n.!6 i.al d.r..

of3
418/19,8i55



c

Arcnt La$o.s Alrpo.t!
Locrtlo.: Hom. ,> Arpotu + N.irobt Jorno Kanyr& hlarrutionat

Jomo Kenyatta lnternational NBO HKJK
tcao

hftps://www.ch-aviation.com/ponal/airportsi

lh' world't l"dln, alrlint lnr.lhmc. Provld.r ii.c. t 99! I ch..ri.tton .trrr.r dt..crory | .h-.rt.riod d.rr s .dvi.ory | adv.rrisr.c (}, @ 6 S

h sviaEion MATIAS lrALAt {m.ti.d...l
Accou.t S.tlI.Cr LoCour

Airport

Nairo bi
CllY

Capaclty Crsw Ba66s Newt

03APR201910:22
GMT/UTC O,ts.r +3:OO

1' 18', gf S
36.55'39" E

1,625rn/5,331ir

{,117m/13,507tt

r, Ooh.l6rob._ L.rifir /

RoutG! C.p.dty ScheduLc

Submll Yourld... _ Comtde Sbo. N..d n.tp?. FAq n Alrpon. p,ht vt.w

Most Popular

Mog..en $ek! taom. to
,aatr.l WOW.i.und4 new

Pol!^d r Entar Atr wet.
1..t.5 g7 3t l,o'n GoZSrv

lnfo .. 
Termlnals

Show.l.ton tn coool. E.nh

c9'i1su66r!io.

G.rman'. tiq!'d.tors oo.n

C.hsd! c J. ine3.x6r

lnd.h!&aE Tr.vn. Atr

IJ

of2
4/8119, t0:22



cIt_uvtaUon
https ://www.ch-aviation.com/portaVairports/

Ahin.!!.red ,- .
Aijcrtn storGd

.(s!f!!.rE!r!t!!

.c_tr19(tp9..trne . .
Alcr.t Vp.! op.rsrino

-cg!!tq!!_!9r!.d
D.llimtion-. ..rv-.d

18

30

t2

13t

77

57

g1

ch..vl.tio. ontin. rsb.criprlon

ch-.viruon r.w d.rs t..d
Adv.nising opporru.'ri..

7000 chur

Phon.: .a1 (0),t. 500 {7 07
L€dback(!ch-avi.rion com

O 1998-2019 cn.avi.rio. Gmbt A[ nlhts resetoed

of2
418/19,1022



nnps ://www.ch-avlatton.com/ponal/airpons/l\lBo#tab-term

Tht wotld ' l"dirg alrlh' lnt llh.nc. Provld.r.hc. r!.! I .h-.vr.rron .hrn. drr.crory l ch{vt.dd d.r. . ..rvr.ory l ad!.r0rrog {B ([D (E S

a\/iation UAnAS NAHAT In.rltd...l
Ac.ountS.ttlngr loCour

N.v6 | er,",.n I r.."".. 
I

Loc.tlon: Hom. -t Nrpo.l.; N.lmlt Jomo Kanyl!!. lntrmribnal

Airport Slbili Yar.lrl..! 
-j.-Co,nt e8@n N.a.t h.t9? - FAe o. AtD.n p,inr vt w

Nairobi
Clty

Jomo Kenyatta lntemaflonal NBO HKJK

Aldln.t Alrpo.ta

tcao

Routar C.p.dV Sd€dul.6

lVost Popular
Mog.n..n !..k.ltomn lo
r.!i.n WOW ir !nd.r..w

G.mrni. thuid.to$ oDln

Cerd.t J.!i.c. uG3

hdoa.ii.'i Tr.vt, Alr

lnlo l.Tcrmina15

T.nnh.lhlom.non

Crpaclty . Craw Be.6s News

Ard6n Expr.li AI.wIy. (XU)

ECy?tAl (ris)

KlM Royd Oqtch Ahh.! ((L)

S.ur,i.lSV)
Souh Arrien AtM.y! (SA)

Snlkh Aliply. l8A)
8ru.rel. Arth.s (Sr.l)
Emlr.r.. (EK)
Soltr atkr. AlrsF (SA)

E..Wdc.. (85)
Flys,(o (sH)

Emlnl.. (EK)
lsrlttnlt (tH)

Sol}l Artcm A&.yt (SAl
Sf,,i.! (!x)

Fru.do.n Aidrn E,pr.rr (aF)
Jdbt Arrvlys (K.ny.) (3J)

T.tmh.ltE

Egypu\ir (MS)
EraiopL. ludinc. (ET)

L M. Lhh.t Aa.... d. Mof|hu{o (IM)
L'rrrn.. (t-H)
M.Lrqi.. anil.. (3tq

s*i.. (LX)

Pol$d'! Entd Arr s.r
1....! 8737lrom co2Skv

N

of2
4t\ll9,8:53



nnp6://www.cn-avlauon.com./ponaucapacttyTlrm rF I

Tht wotttlt l"dllt! Aldn' lnt lh.n . P@td.r.li.. trlt lch..rt o6ll .rrnn. dloct ry lch{vl.uon d.r. ...i,Lo.y I  dv..u.tag g @ @S

aviation raaTtas ttlaf,lt lm..t d...l
. Adcolnr S.ttlng. Lolot]t

lft6
L.cdronr Hdn ) C.Fcty

Capacity

Orlgh

Laa.dt

O..tin {on

("'r---u!i.--'--.- - - :

Alari At*ra.

Alrdrll'-t

Alpo.ta Rouha G.p.dv Sdxur

l_S1u.tr]* 5..._ . 
i 
-co"*'a s6 i:!{.r!tt lp?. F^a,on c.-p..U6_ pr.t-rrtt. .

Flltarrs6ttino.

i l.ny.drEy _ [!l@--,
lrv sto,*r i

l.r,L--rtigr-1",f __-:' -f

.rllrr!! g!.,p _
l.nv*-

i';*t; _ I
|+r6rsu------t
l,t B Em t(.ny.tn I

Alrcr.tl F.mlV

A!rf!4-_- _
lloy

JT.- ,.l-.4t -.-

l,
L]

i.v

lr,v-" '

D!,!T_
-c.tsgv
Clrrn

r.lh!i.IlPr

!sg|! 9v -

L]

I

:0rr{a{
To O.t _
.201$0'r-ta,

Search Results

i.q1.r t iipo.i

c.r.Ca, i o, Tor.t

- 1 qv.!g-'r-

! Erta'rt n^ltxr
a EDLaa

- 5 gq$!v. _,_IF5.O
7 l(lrt Ror.l OuEn lJr,txr

Lq,r19 -!.@!
a,et2

1.2.
3.n5
2.1!a

2.ata

2,!!e
t.aao

i,l@

!n5
l.d.
1.1ll,

l.r7a

..trta
t.0aa

i6'B i Mosl popular

s,!q llo!.n.an x.tr la&rh L
r'dn ' Sd 

Low tt' t'tot' "o'

3.att

2.43t
,22a

r.55l.

r21t
_ !.r1!._

t.l1r

1,Oala

r'qi

o,!.*
0,!1r
.9,{r

0.5at

G.'lir,tt thdd.to.. oo.n
io.Ii.t D.nrrud.,

Pi,o'. i.- 
^r, 

."-
L.r.. Br!, trtlh cozsrvi

i-l
In loo.tL'. Irarta Af

AtR72{00

Ca.l.d rJafi.{ u.a

l

20 Arbn !.sr$arY.
21 Jt bb At|l.,.y. (&nr.l

?t ra.b.ii  rih.

,a2

.?rq
eo
.oa

lra

2of

l

ii

4/En9, t0

rsPlay



-_ ,uru,rc \/aPa!rtlc5 - Lu-avtauoll

R@1. m! Ed.aar. d.t. p6vtd.d b, OAG 
^vi.ron 

t\bd.irtd. Umit.d,  td.t 6i!ur m! h...d on.+.vi.tio. n..l d.t..

https ://www.ch-ayiation.com/ponal/capacity?lim it= I 0&display

1o!L.!.r.-

0,2.*

0,2!*

qr!.
0,@!a

0,004(

_9,00!
o.,P*
o,ar

436
25 Chr.l Soulhm Alnh.t
26 ak Mrlrilur
27 tAU , Uinl! Aar.. d. r6(.6ahu.
20 Fr-d6 rtlditu Erpo.
20 Co.!d A|l.lon

!3 M.doik

... !. s-!ti.?q.1ciryo

36 S_*E.po.! Alr!n..

241

n!
r12

0

0

o

o

i

d-.v.Uon .Ppll.t lh. tollowlng mstho&loly lor .lrcr.n r!.t contt u.Uonraprcty c.rortalon! to .n.ur. comr.rrblthy a.rotr r[ ont.rt

. !T"1I ll'*",n!l *. Pr.utum Econoftyr d!.vllton ont con.ld.R c.bhr ro b. prmtum Economy r tnc ildimum nuhb.r o,ttr.r.p..,ow(M.rabr..-.tllr.lhrrt2..rul..th.nlh.h.j.lnl,nnoftb.rotr.r.rh.rcolEpny.kiryb.fft.drnEcononiyct.r
brlh. .rE rn y0. 0... 10 rd I BTrr) m iun r wtr.l0lc dorl rr.imm .b...rt codtgu..Uo.r on th.l.l.cr.i t .. 8u.6..._vl- F|nr ch-.ti.tbn 6t co.r.td... nfr(r.6ody..bhr io o. Fk ctrat , or. filtrum ru6!.r or...l. pd.!* (u.x
AbQ.rt) b 2 .,ld r*rbodv c.i*t !o bc Fl,!t o..s t ha mr.rtnum rum!.r or r..r. r.ro.r F.r ro,x tr a {6t rr 0rro ts . du.b.$ .ndFt l cl.tt calrn h.ta{.d on 

'r..lc'.it 
tt 0r. F}n o.!. c.bln n . ito.. 0ran a ..rtr rgi.t pr rc,, in tl.! orc"prima cr.crt. 

-

R.qu..r D.rr Erpo.t I

ch..vl.rion onlln..qb.c.tpoo. o.t F..dt

ctlrli.ridl r.r dat. t.ad
l'\bb 6..t$ tnl .rtl! A.'i/.rd.lng oppdlu .r

70@ CtlJr

Phon.r*a1 (0) 4t 508 a7 07
r..db.ctOch-!vritDn.con

O l9e6-2019 cruri.tir GmbH Ar .Chtr ..t .\,.d

lof2
4/8/19, l0:31



I https://wwuch-aviation.cor/portaucapacity?limiF I

rh' w6d!'' l'rdlng aldla' lni'lrlg.rc. P.ovL,u.lncr t r!! I ch.rtodon .t,rna drr.aror, | .h..vrrhn d.r. . r.rvr.o', laft.r(rhg g G} @ S

aviation raAtl&g NAUAr (l.fltrd...l
AccountS. ng. Lo{ot t

lloL Alt df L-e.t At{.ru ALpo.ll Roltrr 6.C.ow Sahaduhs
Loc.$on: thr. + Capaoty

Capacity ' &JrrnlYarrd.!._. cfnrlo-sooa,'..traF!l:Flo..crp.Ght .

Origin

L;r .eirq,.tn. - __ - 

-_f

lnr cdr*rv I

OGatnaton

It.at!i
Ahr!lt

,rt.rtlr.c_rorrp

FiI.B/S.tUoCr

)

I ,|iY

ALEI.n r.mly --_.,1 
.II

i'oo:

, Ily ridl! alas

trrr.u ronir xarnto I

l..rt ia6,rdor i
r.os!Eg!!r_
I,rt-.- 

--L!![ lrtD dann I

_ 
-_t

i;;_--- ._ -

S.tvlc. TyD.

ru!!_lE-__._--

olPhy- -
l@r,!.y
q.bln

_l

l

r4!!ryr!

E!!E hr
!!t!-_ -_.

lolt{x{
To O.t
20llo+ta

I

lrf
jrt
i!o
!e
!l

.2t
2a

,t
,o
r!,
ll
1o

t0
!0

a

I

,
,
r

6

6

a

5

Most Pdpular
lro!..xn a.kt l,ao'ttn b
r.rLrrl wow.lr und.r n.w

G.m.nl. rhut!,.tors oo.i
lo.r ! D.nrruBcy

Pohrxr. Eot.r AI ud.
Lt&.8737 korn Go2sry

Search Rssults

'.!.qY:.t- o.t. lrpon I

.l
_2

!

xTf !Y!l.-gEr.__
11,o.1

!.t!*
3.5rlt
alrl.l
2.ttra,

6 Elh.CD Allh..

! efihb.

lndooaal.t T[vtr A,

ATR?2IOO

Can d.'a Jaorl.3 ax.r

2.411

2,Or*

1.ql
t.r0*
1,001

1.96.
! dria
o,aoB

o.oa
g,Pr

0.70t
o,toia

o,aor

0.lot

15 ArYb.n Erp..s AD.r.

.la l0nd^r^r.r.
1l R-t hortt OJrch ArtEr
ro- oi--^i -- -- -

m

of2

22 ae\at tt.

2a C.Oolu(

4l8ll9, t0t3?



Jur{r! \,6}r.i,l ucs - cu-avrlrlton htqE ://www.ch-avilrioD.corD/ponayaapacity?liEiF I O&displry

tl Ft-.hn Artr E o.r..
t Mrln* 5

,t
5

a

!
I
2

?

,!
I

0.50t
0.tota

.- , --.- 
0.3:.

. orat
0,aot

. -9'nr
0,or
o:oaa

-_ 0.?t
9..!F
0.10t

I Otra Sotr&r rnfi.r
L lAX - Lhn .alllt {]!g!rq!-

C.Oo
I 8ire.9ar 

^ltt 
.

t!ruo.l Drtr &port j

ah{iLtlon onlh..qbrdit lon D.it t..d.

"l- 
vra0orr.ppuas [.. hrodrr! ma0Edobcy ro..k r.n ar.r @nrtlndonaraapadty cabr.[ona io drau,a caipa.alrry acrlar.r alfir.tt

' €'.lro y Hurcq at va. pr-trn EdEir:.d!.trat o.nt c.ialdart qlt*rj5 !a Prarirun Eaol!fi, r ia irt. n,ntufio.f or...t Fr o.dnr.d b tr.d 2..d hr. rrlr r.;i;;ffi;;a;I;; firdc.r, n.!rd h Ecolrdry crrslo. lt. .tcjt tr". 0.. r0 ftr. !1zr) rr nr.h rh.t r..c!.t.i*iiioi.Iiffiffi_ o.r rtl.r r.8u.tr...lt.Etrrdr.lx.atcll!,raye;rr!-rntrq.aodyc.!|rb!.F|.rCbslin;;;;-|rlr!..orr.sD..tD,(M.r
,t.ldrl2..di,roioovcaibb.Fldc|tr!rl;m.drun;;i;;;;-il;ilLE.('.r,tr.nrlhtBu.tr!.,ld
Fttr cbt ..Dh hd.rd or t -si md r'r Frl cr; -iiijlffi iliii#u-ffi.t ,* n u.. .,"+ro,,r crr..t.

Rc'a 
",, 

8a.dr5 .rrr. p.q/E d bv o^c Ar.ron tbi*turrL u!{.d. Alo,d .oiieqal,* taad d .rts.rdo.r &.t r,.b.

ct n blbn ..iv dtr t .d
l.,\.rlblne orpalrita.
Cra.'|

L.t.l hioi Uln 
_

frmaaur

il
n(
Fl- O*rrrr$
Char. Arcdr
Co.L.rr
S.na{I..
CrEdaa

dl-.vLtbn O'nbX
Ou..L{,lrra !
7000 Clll'

Ptro.L: +at O aa Sat a? O?

&.rt|c&Odr.vi.ton.cdn

C 1988.2010.n-.!t llon c{nbH Arfuhl!r.t 
^r.d.

4l8l19, t0.32

of2

1i



a! ur!! \,aPa!lucr - Lu-avlauou https://www.ch-aviation.com/portal/capacity?lim it= I 0&displa)

Thr wo'r" ! r.r.,.g ar.rrr. rnr.r!.nc. p.ovrd..trnc. ,r9! r ch-rthron .rnrnr dk.crory rch{vr. on d.u r.dvrrory radv.rurro! @ @ @ s

aviation IIIATIAS NAi/t^t (m.!.d.!.)

Ac.ou.i S.lltnlt LoOout

lro.n | *n 
I

Loationi Hofi! r caPrcty

Capacity l. 5!6,rlx Yowl.to. co!r^! !@! i [..d h.tp?.. F^O o. c!r!.tu.. prht vt ,

O.igin

lnyfo-qai
oesUnalion

l.t'rcc'{*;i 
-'

Airc.ai

ll.rt.l.croup

lgr-s,,trv

l-{Ln-'.tl9.rl9!L

Laaloaa

taa-ac'qj

tq.!!@gorp.

Rortrr

Filt8r./S.ttings

F.iun! by

Sdr.(fulq!

Mosl Popula.
Mog..s.n ...1r taomn to
rlsl.iI WOW rl, und.r n w

G€manr. til.ddalo.s oOan

Proc..dh9.,io_ 
_

Por.hd. €nl.r At w.t.
h$.r 8r37 Lom Go2skv

l,tdonlsl.t Tr.vla Air

aTRr2-600

cm..r.'. J. in . er.s

Ak.r.tt F.mily

al."1.t _

Vrrlrnt

l^r^ :ltpt _ _-

l-[rhtryP.

9!tr-t11 . ----g'r.dy
C.bln

Alrlin.r AlrPo.lr C.p.du

l*r --'. 
--..

l

-- ---t

20lllr+or

iorto+rr

eE**e

Saarch Results

' R.qu..r Ort. Erpon

. r udrb... {MaA), KE

: our.r r,rr @xat.le--: 
e,,r.i!.a<-p.r.leeEl. ic ---

.1. Addt. A!.b. ( OO), ET

- - r- 4n1119.99e 9r r,.oo ioal z^
6 KjMU (KrS). rc
, O.r.. S.t..m (DAh), r;
I And..r.o.sdr5hd (aMs), Nt-

I P.r. COG (COcl FR

lO Lddo. H..rh.ow (LHR). Ga
1t ooh. Hh&,,.n (ooH), oa

- -t2.-Ejg{!qf xE
13 Krc.li lxol). Rw
1r um!{ r.lt (8oMt, rN

tS Z-rro- nZl rZ
_! l!"tgthy qJgo)j qo-* _. -17 o.,!tol Suvvi.6nlht (Bt{O, m

rt &h-{rD (JRO). Iz
1!- Lu1tr. (L!!:zY-. _ ._-
?o !*rrlH (Itwl. Mw
rr i"eoi tiost, ro.-
22 ri.d.. rnfl (ltRE).2w

-23 Fo^rtud hn IFRA). OE

2. ll.lrEl (uYo), xE

C.r.cty l{ ot T.t.r
toa.rro ioo,oota

. tt.lle to,ltta

. 7.ta1 7,35*
t a21 a,!!!a
6.416 5.e7'.

- i.311 .{,aqt(

- ':Tr ' 
5!r

a.!sa a.art
a.aaa a,131(

a.oa6 ,_ 3,ra!t 
!

3.tr7 t.6a!t
4 026 3,!lra

- -2 345 2,ta*

. 2.!T _ r.?l
2.030 !,!7!a,
2O!a r,!St(
r.65a_ 1,!2!a
163i 1,51't
t.a8! 1,36*
r...2 l,+t1.rt2. 

1321ar..21 ,,3t*
r,,5, t.25ta
!.r75

r 2r3 !,rrt

of3
4/8/19,10:32



1rr rrr! v6p.rqrlrcs - Lu-avtaLlufl https://www.ch-aviation.com/portaycapacity?lim it= I 0&displa:

25 Sh.d.n (sru), AE

2t N.w YlYt JFX IJFK), US

C.4dry
1.r16

1.t70

. ..1.11

.- .r 9i
1.O7t

1022

t.0!5

i5,
a52

-!1
,!0
121

69a

60a

s,0 
.

a!2

,tro .-

't80
.t0
.q..
aa5

.ll
lll ..
3t6

3rll

3a0

ztl.
246

2as

264

!!!.
2U
rae

192

aa

0t_

50

50

]l)
o

o

t.oat

.liool-

- 0.e!1

0.!6*-

9:lla.

0,56tt

0,5!L

, 9.L*

- 
0.13r._

0.!5*
0.32ta

0,26t(

0,ot?t

0.o5tr

0,05!t

0,03tt

. 0,P*
0,@!a

qoo*-
o,mt(

2a 
^.lrr 

r'n/o GNi). iro
30 Jubt (JUB), SS

!2 (h!rt..NO (Fn{.Co

3ll ADU oh.u ln{l 6UO, AE

14 r..un[4 (!RU), MU

.:l Xnrnoum {ffiT), SO

at J.d.r.h (JEo). sl^

-.I_ c!{.rTl_(cp.EJ .-
L torcd tntl 0r m,KM
l7 C.p. Iosr' {CPf). ZA

_.:! Y.I. {!Ez),91
3l l.r..tut Anirr 0sT), TR

.o Arq.n 66J). Cl

.1. rgml'{1i8r.} cg
/u lazxvirh {821/). CG

rG Gu./lCzndr (Clr,l). CN

_.r Lr!'sdT Gy!. z!,-
!e P!9og rDz^). Yr
to B.n@i (8GF). CF

51 B.m.ko(BXO), uL

I 8r1r! qq!. Yy -. ,.n qd!*g._(grp. g'

t5 \41oru Fdt. (VFAI zw
!a Y-.rrnda it.ln.r.n (Nsr}-cM

', 
P.nb. (POl). MZ

!a L.mu{L^ut_ KE

!,! Llbrvfi. {LA9.GA 
_

9o qibard 0rB), oJ
C1 Lura! (tlo), AO

- 9? f!"T._llrual lz_
t3 Grrc*. (GOR),-SO

84 Sar!. (cxF), YE

65 G&.b(cL(),5o

- 
g _o!-lr/.I!.id 91ir.r {D!,\rc). 

^Et7 lla$ LGc), AE

66 ldxron sl-.t.d IsrN), G-6

al u..nid (usl. NL
70 M*.nr. (M\Mn. rZ
,1 Sfi. (SA,l), YE

R.qu..l D.l. Erpon

0

o

0

ch_"'lio.n tPpli'. lh' loflo*i'! mdnodolocr lor tkcr.n ...1 conilur.ronrcrp.city c.rc!r.uo.. lo .n&r. cornp...b*, .so.. .[ ..ri..!
. Ec.nom, pLs/Co.nl6.t vr. praritum Ec.iDm

;:ti'.r..x urrmlillj,tffiff$ilfi ff#";:"f,fl,i.I"1trH".frffi,1 r;itlr#ffi t"J... ausncrr w. rrir irrrviu* ;; ;fi#,:TyY T .cturr .h.*rum .br..!r coiftcw.um on dr.r .i,;!i b.

rft:r,:i.*,*d;;.*|ff :#'..ffi Hr*Hi:i$l"g*{.}*##ffixl"jit"}fl#la_.
Ron tnd s.h.dur. d.r. F.orir.d by oac 

^!i.00 '/vondrdd. 
u,{r.d. ,J.q.i coirbu;io.r. b...d 6 d}rli.rio ,t..r d.r._

-f3
4t8/19, t0:32



l..rl,)jt

ll ,'
f.

;,1:,

Kenya Airports Authority

Strategic Plan

2013 - 20/17

SEPTEMBER 2013



Foreword

liti,tili,"th,l,1.S5#'ffi:'il:Ll1il,i*.;::::il1iil:ff*,;1r::H,:ffi,:lHiL::ffi[?l$*#*H]:T,:
cnable us realize lhis mandale.

Thc Plan has been developed throuoh a.6665t,;la1;ve process wirh key nake-horders and-arso arignecr to the provisions of rrreXilIl,[;;,;."'0"r"1[ ff',;S':,1'l["tr j:n::,:li*:L 
";; :i^ffi[H, "."', ifttusria,izd. midd,e ir*on. (oumry

The 'rviation indust'v continues to hc.highly dynamic with its future premised on faciliry adequncy, cosr cons(.iousness a,rdenhan.ed service orientation in a surrainair" -lri.",r".a'itrl g;;.i'i BirL"^ 
".a 

,r," 
"anageme 

rherefore reviewetr rhestrirtetic Model !o a'hieve rhis alionm€nl- Thus 
"", vitii" ii"- 'i;i)iiy"t)-p"ririve Airpotl Facilities and se*ices,,. ourMissitttt is 'To provide ctlicient "and etfect_i"" iirp")'irlliii'llrit rii_,r", in a sustaiDable cnvircnmenr.. customer'iii;:.;'- toun t qritv, Ptotcstionrti"-, C&ti Ciirr""Z'Zi L,oo,i", are our ,tuyi* uz1* ia,awicc

Ttr aclrieve our objective, we will focut on transformational leadershio, succehuma'capirar a-.l"np,'""i".i*ril",. l,u autr,-iry *iriiu;"d#',,i.1.j::::?,1'ffii:*:lirj"&.,i,lltfl:fl;"J:il["*#X
Hfl:[f::il!,fi"11::ff3"'.]l;i"tl;:;,Ht'v". i,,J,..*v'""Tu ,ir,l,1',".o.p"n,.,,nn sysrem wir be pur i; prace aher job

P^'derrl talent manaEement i5 criti'rl .in rlE realizarion of the dspirdtiom ot lhis plan. To rhis erd, we will Undenake i:bevatu.rrio,r and the auendant reoro:nizarion. .i i;;";;;;; ;Jifffi,i, rhe desired cutrure orienlarion ro.i,ppon rt eintplenrentation of the Plan The srricture will reinforce ,"*".r iJ a-"rl'Ip."ent activiries rn ,t" ,ruit,,ii,y.' w* wirr rreproy,i[:lili;"i"',,:ff;#;H#,J:ffffi;::]*t{i*'#ffiif,i".r^r:ll.:r:+;;&;;:;';;"';,:i;, serv ce roi

$il:l;f;ffiffi,.',"',T'j,?;l.:[ i"tg#*:iiil;;i#;;"ilTff'J,flH?.T'.ilTTtilS'JiJJll[lH,*l:

ffifi:#,}"ffJ lltL,tl;r.tt,nn.nt"" 
e$ablished bv our parent minisrry ro oversee rhe rehatitirarjon, mainrenance and

The ll"Jrd of Directors will provide rhe,requisite policy direction and oversight based on feedback from periodic monrroring ,rndilI'J1'ilJ:[fr[,H::i,., ifr;r 'r" 
s'"'er' er,"' i;,tu'-;ij;;.l,' 

",t ' *, *r"urf,.5'"Hl""L ,r.. 
",-r

I wish to thank all those who panicipared in the formularion of this Strategic plan tor a job well done.

Prof. Mutuma Musambi
Boarrl Chairman -

-o o (.nr. A;.pdtr  0rh.ritr



Prefar e

]'hil Pl' r orrtlines lhe reqtrisite slrvi.o pfitlolio to meet rhe prolected &mand growth, in a.rr travel marler Besic;rs the indrrsrry
:,tjtJffli",tl;. 

o''" ltas 'rlso laken irtftr account nritigatiorr measures t.l-,ri[,r,ru, risk expo.ure as werr as ouiiirrrrgauorrs o

This Pl'rn is premised on supetior s€rvice quality and therefore addresses faciliry and infrastructure facelifr for lKtA and other:ti'l:,9l'"d public airstrips, general irnpr&enr.nt 
"r "rr-iiir.y i.rrri-.rJ.. *i,r,i., rhe air,Errs, (.orwcrri.'( e an<t (r,mlorrI;tciliticl and facilitarion of inrermodnl littk wirh railway sysrem tri "rt..nir."ri.u aufir..y.

::: :: YIljl:qly-llll t e:ur driYinp rolce intent on handlinB customer conceros within rhe provisions ofour service cha(er.(rur (lualrry management system will tltus be gradr.rally progressed to AS9l00 which is aviation specific. sy*ems;r.d processeswill b(' Irut in place within the airpons to ensure the iomfJn, safety and security o[ our .rrtn."rr. ReseaJch anrl rlevelopment:rritinti\ cs will be pursued to inform lhe {ulure direction of the business. rnrward planning wilr ur* u. orr*,u"J, in p.rrticul.rr byway of rcruring land for furu.e der,/ehrrnerl wc wifl arso improvc pro.r,".* .1,.i,r'il ;,*tt ; ;"F";pki,".rrrron .enh'tnr e Lrusiness performance. A mechanism *irr ue pJir [".. tJ."-rii** ;tce c]uin ptayers to luiirr'r'"-iL n".ur.orysytergv Sustainable development will also be ensured through sound srewiJship 
"f 

,h"phd;i;;;;#n#lii"r".r, .r"r.operatir)ns.

The Pl'rn has incorgrrated delibcrate provisions to support commercial revenue generation to improve revenue scctrrity ancl ;rvailrcsour( es for facilitv modernization, lmproved. financial performance 
" rrri "rp".i"J-t. L- 

".tt-""J-,iilJgr, "r"brr,"sustainable business initiatives ,lipulated i; this plan.

:]]lL':'.'.'',:t-\'l': 
competencies and productivitv will be enhanced and a business suplxrrrrve cutrure pur in place nr nr(.r.d lostlpJnrl rmplementation ortlre Plan Monitorin8 and evalualion will be rione at all ievels o[ operarr.,n it ,l ,ii, .,n-ort-in, t,oir"perfonnance managemenl syslcm Senior mana[ement wlll perioaic"llfrcvio* progress on the implernentation of llre Plan whilerry oifr( e will submir feedback retrlns lo lhe goira or oirlclrs o;"erlJii."f i."r.

I lnp 'rrd believe that this co4torale r(rad map will tleepen partne,ships wirhill AirlirE{ le<I try our b.rse canier, Keflya Airw.rys,
il;:l;,'I','i"i',}f*#5fjffiinffii;'pun""l' uu ,i'," .i'iur. ,.'r"q..l'*. -rrii',ir.,' *i'i'ii*',.1;,tr.. xc^,^

I wish (o take this opponunity !o sincerely thank the uoard oI Directors, Managemcnt .lnd staff for their colleoive and indivirlualpanicil)ation in lhe develooment 
"r rhis straegii pt"r. i rrr"-*itrr' 

".ir'o*ruagu rhe input_of rhe consuling rrrm, ArpexConsuhinB Africd Limited. throuSh their facirtrrir? r.i" ,na urpin;;il;:"'; ,n" ,r"orrarion ot lhis plan.

ll is nry conviction thrt gcnd leamwork in lhe- implementalion of rhis plan will shorten our iourney ttr the &sired future of.rthiering'Globally Competitive Airport facilities and Services.. 
- ' '-

tvls, Lu(ry Mhrgua
ALManagi.og-Dileqtor

-O e X.ny. Ai.F t, soDdtr
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Definition of Terms

Aircrall Movemenfs: An alrcraft take-<rffor landing at an airport

:#ill',fiL:)ilffiJi*ilI:??":lljij,iinir!s (disembnrkind passensers ar an airlxrn, incrudins passensers who are

Ca4o: l'reight (inclusive of mail) loaded or unloa& at lhe airpon.
Acronal'lica'| Revenue: Revenue derived from aeronautical sources. These include charger such as aircraft landing dnd rakeorftees' air( rirr r)nrking charges, passenger service fees, fuer rhrough-prii"". ii *.rri,y .harges, where appricabre.

Xl;i,T#il,,..,*,1:n:iilX:::H" ,grived fionr n,n_aeronauricat sources..rhese inctude charges such reveoues rro. lrnd
r,",ki^8. il';i;;;;;i;;il;':',":"^'.''"* t'r rood & beveraSe' rerail anrl advenisins, r"rii.",i, orul,. ,J"il'r"r""

lr.r1,J.:,.ilj.r",L?:il,:l;.t":::i.rre 
regutar expenses s,ch as sataries, wases, admininrative expenses, n.rm;t repairs anrl

(rer)r servi(ing ind depreciarion. 
res These are generally operating &per,Jit**, ;r;;;i;d" ,""5p"[1"f ilil,, *,.,,.,,

citPit'rl ExPenditure (CAPEX): Funrls,used to acquirc or upgrade physicar assets such as rerminar brirdings, pavemenls or(quipmenl. Ttris .nay atso inctude funde usea r" rn"r. n,o;J?{i"i,l.l.ilJi ,.",r_
Customer Delight: Feeling a custome
-""rr,.4 in r"li.-r'oiilxi;il$;:f,ffiI:s dner leceivinS a Sood or service th.rr significanrly rurpa-*es expr:<iari.,,,s. rr is

Passenger handring capacity: The number of passengers rhat cnn tre oroce<,on the rlesign capac"ity 
"? 

rne r'e.minit racitiries- sed by the letminal facility annually. This is based

Car6o handling capacity: The arnour
i. r,iLr o" ir'u ie.-dn*iuf;.ilJilffi:,::',1.fiil1,tffi,[1:'" * 

"ccrxnrndatd bv rhe caiao terminal raciliry annualy. This
Runwty and laxiway availabilitv: R
r.rkc-rfr'ot aircrafr wi;;;;iffi;;;r:yl*ay is a dsfined 1efl2ngular area on a land aerodrorne p.epared for rhe lantrng ancl,r,a .rn,;rymeasuresil"#;?,;;:,,,ffiiiffJiJli:il:ff:.11is.1;,#:H:rii*.,tiffflJif,.ii1H:;
Kcy cquipmcnt availabiliry: The kev
sets a*l security equ;prr-*- arllrui "91,,lpment 

considered here includes conveyor-behs. rr.rnway lights, stand-by Reneraror
scherhrlcrl nra;ntenan'c.. --- ' "-*"tv tt*asrres Ihe percentage of tirne Ihe rey equiprnent is in operatio.El ,e^$rls, na oi

lifi,".il{::t:"t *"nds: lhes€ a'e the airc,alt parkinS sloB available ror use at rhe airpon. They are eirher conra. srands or

lHil m:H"JrT lL"J,T';;;n*" 
*" oesienated areas or strucrures ror hording aircrair either ror mainrenance, repair,

Utilitics: Thcse are support services for facilitating operations .rnd include elecricity and water supply.Car parkinS capacity: These are the car parkin8 slots available for ure at the airport.
Acccss Roads: These reler to roads providing a means of entry into an arer within the airport.
Convenience l,acilities: These refer to lacilities provided at the airpon for rhFPublic' t hese ithde hokllng lounges, toiht r".rriu*, 

"ri..ri"r .r 
't 'u tr re convenience of users, p.rnicuhrlv rhn lravelling

L'omron racitiries: These .erer ro rncitiries provided ar rhe airpon ro, ,h" .o.H il:l'Jj::,f'Jff.ffi:,r,,.rhese i.ctude dury free strcps. airpon haeli, 
"r"rt., "na 

.frtiir"n fty.#,J, ,."ng ,t 
",s.Commcrcial tacilitics: These refer ro Jacilities provided commerc idl use. ThepassenSer lerminals, airpon trotelr, ruel,ng ,ktrons, anrong odE,.. 

se include car parkin8 gata8e, cargo and

[I[l:t' 
.'""'"tlivity: This refers to interlinking of air, ground and rafl rran5ponation sysems to provide ramress rransprrn

Stakeholdcr Retallons: lt is lhe process of eng,aging stakehoklers in rhe oroce,seekins an<l ac<'omnxrotori"g rh.'ui"*ior rh" ;i"h:td.;;il;;il:il;','# il,:,:IlctinB 
rhe airpon busincss. rr invotves

il,iJ;lil.tt ""'t""ance: 
This relers to shutting down of equip,n"nr und .yrrum, fo, sch€duled prevenrive mainrenince

il'iiTt,ffHi8nilil;]}';::,[; o,n** 'r 
planning, orsanization arxr executing a pro1ecr ro comprerion. rt has a <rerined

-O e X..r. firFrlt lutFrity



?tulect CWk l?me: Ihr! is rfie defi.ned proiea iniriarhrr and conpledon rinre-
MajEgemeot Information: Ttrse refcu"a*i ,upon 

"J'ii.ii;; ;;;"#f":'" 
*rious rnedla for communicarrr8 inbrmario.r ro rhe mana'errEDi and inctude

Outsourced Services: These refer to tl
rnanagement and car pu,k nl"nrg"rnunl" 'arlous 

servlces delegated to third pa.tles fo. delivery. These include envi.onmental
cooducive Wqt ET iro['Etl: This ]eGrs to thc F,rovision o, cqnhrtaue rrortirry enrriro.rr]eri E pqrDie odimarproducriviry. This may be in rhe form of appropri* *.*irg,oof, riffiIulililies such as drinkir6 *ur.r, 

"nronjou*rr. 
* and chan workirB gace, arJ prorision of

:il':il:.l 
comPetency: This refe's to enhancem€nt of capacity ro perform ofthe starl throuSh training and exposure ro business

*,'ffiil.1ii:Jm:ilffi#Hl?Hl.#:*,1ffi 
H ffi ilHff *fJ: ",.,aken 

care of

-1D- O*.*-,t^*.*,
-a 

b1- -"q,./



Execulive Summary

illiill::ii:::::, ::il:i'.::il:T.:Jh:T,.",lji:I::;:,iflum Term phr ?0,1.10,7 rrrd .rco ..,r.o* , --"i-,,-i..
blrreprinr which aims ro raniform *.."" ,*^ 

'-'--..]lll'_1:l_:1,-_.']:*: rMustry outlook. Kenya vision 2o3o is an ecorbmic
tirc to a, its cirizens in z creaa and 

into 'a newly lndus'thtizc4 middte-inco?" ..";:"1;;;;;;d;"r'iiln ,rrrr, ",;nr,..,r,u.r,,"oaoqu";;;;ff#:fiT,Ji,Ji{";ii]ii]:#",:[l,iiTtr;:"n:*y:,1*a'l"yro.iri,yuna

The Plan was developed through a panicipalory and consultative process invorving the Board of Direaors, Manalremenr, srarfanrl key stakelolders to ensure ownership and simplify implemen;,i.;. 
'" ""

Our Strategic Model was also reviewed, as detailed below, to confo.m to the industry outlor)k:

Vision: "Clobally competitive airyrcn facilities and services,

Mission: ao provide efficient and effective airpons facilrries and se.ices in a susrainabre eoviaonrnenl..

?:;:r:;:\:" 
(i) customer Focus; (ii) Team spirit; (iii) tntegrity; (iu) protessionalism; (v) Gotd 60vernance; and (vi)

Tlte pillars ofexcelhnce ;n the plan a,e:
I ) Airport facilties
2) Airpon Services
3)
4l
s)
6)
7l
B)

Suslainable Busines,
People and Cuhure
Technology
lnnovation
Sarurity and Salety;
Sl.rkeholder Managernent.

The corrcsponding strategic objeclives are to:
,,.1 , ptovide adequate modern air4>rt facilities;llt| tn)prove cuslomer expeience:

';!, ;tr"ffifff;;y#,ize cos and emnre corprate swemaxe ard enirormenat rutaiutility;
(v) enhance utilization of infomatio
,:,:,, 

:::i:-:;.:i:!ii,:;;';##:::,!,:::#:,;l::;"::,;::*,:^t*sin."spftvssses;tvtu tntprove salely and securily; aotl(viii) hnp@ve strkeholder enga ement.

lmplementafon of the plan will be rhn
ensure rimely implementation. 

e throu8h Perfcrmance Management Syston' l'lonitoring axt wakraio will be donc to

The Plan is organized into Seven Sections:z 5eLrron I gives the introducrion

l fffi fitfl:ixifl'"'*]li,fffi l*t#]i#r#rt {i'*#ffi* -'-'
- Se'rion 5 dcars with fininciar resources and s;ion 6 the Monitoring and Evaruari<rr Franrervork.

-C e (6r. Ai.podr A!4Erily



l: lrrtroduclion

1-1 llar:kground

J['J::r1:rflff":#Hrtffi;i#f:rffiiri,::ri,']','jy;?,i;:j3.1ji:;f par,;amen,.,he KA  A., c,u,ner ,e5

KAA is cu.rcnlly respoatsible for the nr
uaorer rnrernarrn-ai;;;ftil[;:;flif,ilHl,:1Xix,[Tlilx,iT,mX#lm^gl*,#l,fffi,lmi6p11
wnjir Airporr and Ukunda, Kirale, Lodwdr, c"rirrr, xrlir'[", il""1i, "ffii* prUlic Airsrrips.

1.2 Mandale

lts specili(: functions are to:J) .ldnrini(er, coattrol and manage acrodronrs;r, l)rovrde dnd maintain facilities necessary for elficient operittions of aircrahs;cl provide rcs{ue and tirefighring equipmunt 
"na 

."*i.oJ- "'
(j consl(td. operrte and maintain aerodromes and other rclated activitics;e) conslrucl ot maintain aerodromesn 1,-"i f" ,r.f, .iii;#il:r"#::,X an agencv basis on the reqLresl of any Bove.nmem depa.rment;

.., !11!e1 
au-lhorirv 

"r.n.o, "oo"u, 
n"lJlfi':: i::fff::'"llt ''the' 

pe"on' mikine 
"u or tn" 

'u*i."', n, rdcilirics provi(le(r
B, alprove the esl.blishment of private airstripe arul conrrol ol ope.adons fi..reof.
Kenya (:ivil Avialion Au loriry, an<rther.public secror player in llre dviarir' in<Just_y, prwides ajr lraflic (onrrol servrce: arrlreSuLrtr)ry ltrn( tions while the Minislry of it,nrl,on 

"nain7*uu.iri" ,r ,ll[r*'u" r"r poricy direcrion an<1 dp[rov.rr or aviarion

I .3 Role of Our Airports in National Development
()rlr 

'liIporls faciliiate trade in fresh nrr'duce, general nrercharuJise arxl dry cargo, to,risrn Jrd business pnssr,r.i",s, hun,onir,ri.,,rdrxl s('ctrrity oPeralions' emplovment 
_spons-""a 

gr"b"i'"';;rirriii; ;"i';""." criricar ro the ecorrcmic deveroprnenr .r rhe
( orrnrry Thc secror contriburion to rhe 6s6r,rny ii derived from ,irp.,n- Ifir.rrionr, urrri.". una gr;,i'i,ii..lr'l*,", ,rpor,(.hrin nnd erlendirure of rhe sector emplov*r. trnpr.v."., ,.Irrall?l'rllfr*,r"., 

""d 
induced ptacemeflLr.

8:1IltI i"",':|ff'Jl3,gt,:J"Irr.".'-:l'mentarea rhar enables slobat accessibitity and improves rhe comperhiveness,,f ror.rt
a,,rwu;ir raciiirare hi;.;il;:';;H;il:r.T,ffi",1ffiLflr,#H.iflffn5;;,pd.;;#'i;i.;i**n**u,
Kenya V;sion 2O3O is an economic blu
by 2030. The Blueprint is nl.run,."a ,"I']nllllt largels a Slobally competitive and p.osperous Nation whh a hiAh rluatiry ot life
gin*rr, ,o'",,r ioy" i";;il:?'fi lilii",""i,?L';Tf;,11'lil lli,"iiJX,,Tl,jli:l-t.ol,i. pirrolu,g;i, *,ilil"! *"*.n
..rnd secure environmenr while ooriticai.pirar rarsers ,;;;;;:;;:';;il.J:J*",:f.rJl[ii,J[*tr,j'i::.*[T,.J:,:l,i:i:i:p(riricnt sysrern. The Blueprint ii phased'in a s_y,i. i.iflrg;J;r-TJ;;[j, Mref
Thc airpon system ir a key enabler of the country's Blueprint in the areas of inlraslructure developnrnt and asvxlrred strvices

]ff [] f,To.nT:r'.[*':,,|lj*}H.,"'l "':crart 
parkins stands inc.eas€d rrom r 2 ro 37, consrruction or 2 acrrritionar taxiways

,,.,,r..' ,,., p.*.*n,-;i;,fr,id;Tli":l';j#l,i #,ff r*Hfl,H";ti,j,xtl,J"J.a,.lillkililH.ffilxnpron were coorruaed and rhe *nra,,6v "x&kl ro l.: i- rJ *:i[".a_, ls-. r'" iJ il,,iJfr.HJT.rrpo.r ,il,lxlli;.[ii'li,ll",Hf;,il1,x."f*.TJil,ij,,.:1;ila**6'""iii; LillllE'#xlHffiJ ,o 5(,,,p.,,

t'h'ti€ ll MIP covers 2ol3-2017 wlth KAA expecled to rehabilitateu.,d 
Tll:1," airports and pubric airsrrips. The ai(x)rrsproie<ts of focus inclurle creen Field rerminai ;J;;;;#".irffiJl."o'L-no runway ar JKrA, pavemenr reconsrrucraon arlvll^' ('onsrr,ction of cargo apron and.runway $rengfiening 

" 
r]el 

"o."r1.^ "r,he 
runway and .rp6rade o{ rrrc apron .rr LrA,t'onrlru.lion of terminal buildino ar lsiolo, devebpfunt oi* i"i"l"it"ri'"rrporr in Lamu and rehitirirarion or Lokich.g;ioAirrr)rr' rn rhc s.!mc period. Ken;a R,rw# co;p;il;;;:",i'i:t,iia tigr,, ,oit*uy rinkin8 d'e crD.rnd rKrA whire rheInte8''ted Nation!l Transpon sector Policy tar8ets recovery ol ie.oa.ome t"na Ittgatty acqrLired by rhird p.rties, (.n{.r( tir)n orlrSht r'ril rrnnspon svsrem ro conned MIA lo rtr fgD ,J;h;".",#.i.iffi ,"u ."curity of aviarion in*aflarions-

e Yc.r. Aiqrrl. A,ttbit,



I.4 Plan and Performance 2Ot0_2014
1.,t.1 t,lan

. 
Ihefl,.rn tocused on the realization ol the tollowin5 ei6hr objectives:-l Revenue fnhancemenl and cost Manageme"i r. ri-rlii"" financiar resources and <Jcverop mechanisrrs ror efri,:ienrand e[refiive urilization of rewr,,..gs 16 6nh]*" rf," n"...iri"i"t iijli,l.,iu ,rrtu,nruritv or the Aurhorirv.' ilt;"1l.'i}h"#ilt:'Ji:tf1;1" u,'t'n.'...-rl'u..uiJ.iiv-"i'L"i,.Li,o*. 

",,a 
racii;ties rh.xrsh 1,1*,".r prrnn,ns rnd

meerrng shkeholde/ err"a,u,,onrl*t'nn 
tralfic demand, adrlressing capacity con*rain-rs, *'if'"6Hfi*Igr.r*rt ,*r

' i""r1X,:,Y;"1:"::1"ffif-':,':'}"i:1f:"Tilil["1: Airpons to meer rcAo and Narionar Aviarion se(]uriry p,osram
4. Safety:.To enlrance safery in all airpods to meer the National Aerodron
. otlrer rclevant aeJr"-."'ruL,y'r..lrir"rnun,r. re safety requirements ils slipulJled l)y KCAA and
5' At'tomation: To lrengthen business P(rcCas alrtomation and use oI lcr to facililare oFrri(,rul elfciency arxt eruble the[1ffi1f11,il""'* revenue-generatins 

"pp"nuni,i".'Jiri 1 
"i"ni io -h.n.ing profiratiriry, financiai Iaulrry andO 

I:{:L"., t? 
"nhance.staff 

capaciry antJ welfare levels; auromare rhe hum,.(orporate cukure; facilirare eireniie co;;;;;;:' "*rrrdrc,re numan rEource Pro(esses; (levekrp arr appnrpnare
rnainsrreamin, prans. 

ctive communication; ancl develop tr..""i;;; ;;;;;;'llleilii'.r1"", **a*
' :.lili;xlliltTo implemenl Sreen initiarives to ensure compliance wirh internarional and rocar environmenrrr
B customer service: To iren8then customer service delivery rnechanisms and enhance lhe crrporate image of lhe Aud*,.ity.
I ..1.2 l,erformance

The following are the achievenlenls du.ing the previous plan perlod: _

Revenue Enhancem€nt and Cosl Managernenl: Air passcnge, rnvice clBrgq was revientd, oerry airlirr.s crxnmence<loperatiois while existing ones enhanccrl, rlleir fr.p"r.,J., 
-r,-#,."[n'rervi.es 

at JKIA arrl MtA *.* 
"ri*rr..r, q*fr,nr.rnagement systcnl was improved and risk m"rog"r"nt fronru*ork-rv"I 0.,, , 0,"a..

lnrrastructure and tacilities: tl,. master plans and land use plans were developed, construction of jKrA unit 4 rermanal aftJ.rss<x iated lacilities was in progress alongside preparatory ..U"i,*, fr, *,"1w'rs regrrrarize<r anr rros inp.ile,' i xr,r,*-,",-in"ro,i,;;;**;;:TflIlixlxi-il iJlllti;l#xj:J,#:i,]45nr .rkrngside development of associated facilitics. Conslructio" ;;;;;;buirrrinss were pur up 
"t 

rnrorinar unJr,ao,ao. p,uu,un,n,r,ioro -;;l;;;J#;J.iLTIffJllJflilffix;"Xe$' rermin.,r

sectrrily: reviews wcre done on atrmns security programs and proceJures and deficiencies for Loki and EIA recti{ied, scheduled.rnd ad .oc security qrality (ontrol were a.rn" in ,it oi,pon' ii*-* ,Ui'0"r,.**ies were develoJad and .()rrcctrve a(tionpt'rn im,tem(T ed sralf were rccruire{L,rrained amt;;;;;;il*..I.';rl.'u,r*., 
-ru,rougrr nrur derrrrxs rrxl expkrsive::ff[l#ll;X,:';li:,:::;.i3-Uffir. #,"J*";"';;l.T; -, xA and ro]ra,*.*,.,i-",'i*,i'u,,*,0"".,

safety: sitfety Euidancc manuals were develoPed ror JKIA and MrA and emergehcy prans reviewed and impremenrLd, lKrA dndfl:ffi:::lil ffT:tr"illTt wir*n. uronawa;,,,"."i""a*".,,u,ranceeartr. w,,r,. ii;,;;;;;i,e."iverr r

rcv uE (,rr. A s',ic rank *", o, ,o ,'.1ffi1111"il*r"['Jx"il"'qq,ri'"***r]:i.Tuxil
c"r'rcise alc'nSsicle Kisumu lrrteflutional. a,*n.- s"r*v lrlnnrr *"rl-.*r** and furrctionar bird and wikrife hazardtn'rn'rgement rramework pr-rt in prace in aI oirpnnr. att 

"irp.rnr'ot- *.-uiiuilin*ut",, ror surveirance of biras.
Automalion: ERP system was inrplemented covering- linancial management, procurement and rogistics and rrunran resourcesnlanJ8ement with odter comlxrnens plannerl r., ,.pr"..""i,"^ ," r"n"* ,i 

^ooo 
arso impreftE r&d at MIA arrr rKr,A. w^t!H:il ilr::fflT"1i:j:',iJ:f, l'"iffi. '^" ** ",o""1,"r 1'J*",.,"-. conrinuiry manaserEnr .ysren, was paniary

lmployce: rraining n€eds on"'rto *1r,1":-.^lhich informed subsequent training program, leaders]rip deveropment pran was[fl:T:[i',1il:;;:T:i[l:,i.ili"iJg,T,J.*r, ;;";:i;;;;;." manasemen, system arxr sen<re, and <,isabiriry

-o- e kny. Ai.IEt. &tnit!,



fnvitonmenl: enet8y audit was done wilh implementation expectd b aali!$ rcducrion in consumprion. wa{e nranagerTEnlaudit was done and implementation unde, pt.n. rr*, *ur" f tJm"Jr,i^l* f a,^ 
^rr 

Foiects urdergo impacr asrssrn€nt an J
'rnnunt 

enwi'onrnenrar a'dirs done dr mainstream airpons. 2 *ri;";;;l ;;.aBernenr exp€(s we,e ,ecruired.
Cuslomer service: p roduct improvem,
nn r"*ic" a"ttuo-{, ;"ii;:i;';'u;;"*"t'as implemented in various airpons and cutminared in improved cusronrer pe,ceprion

I .5 Challenges

Jlre
1)

2)
3)
4l
s)
t,
7',)

0)
e)

followingchallenges were encountered in the implenrnlation of the plan:
Ai.port infrastrucure constraints in te.ms ofage and size_ lilA 

.''-'""'.

::!:rdi1in8 aiJryIb 1hictr operare as cosls cenrres;
tnr roachment of land earmarked for lacilities devjopnrent
I and-use.inco.mpatibility by neighlxrring c"rnrnuniiiu! 

- '
r undtng tacility expansion
Dynamisnt in customer demands arxl expedations nnd security threat lrerxklmpli( ations of dury free contraos signed in l9B9;
Lr,etdys in lhe implementation of proiecrs; and
tllects of pilferage and vandalism.

1 .6 Key Success Factors
Otrr fulure surcess, as inforrned lrv avi:rii.rn iwt,,d^, ^..r^^r_ _^__..,
I ) enhanced delivu,y or*-i.o,o .tlLX#rlstry 

outlook' r<luires the follcrwing:

2) upgrading an<l maintenance of facillties to suppon service delivery;3) raising the contribution of non_aeronautical revenue to enhance-iinan.ial viability;4) complying with Narional Srandards in rf," p-r"inrr"ir.iui, 
""r'r..*,r, ,,n" 

"irpons 
and rhei, users;5) ensurirB sound errviroonEnral sewardslrip in rhe areas ot-noile, *ifr,*, ,*, 

"n Orlality, climac change ard lar{, use;6) use of informalion and cornmunication technology ro enh"n.ui fnJJpu,,or*n.",7) st/ucturedengagementofstakeholders;
tl) securing land lor future expansion;9l improving sta[f productivity;
I 0) cffective managemeru o[ outsourced service providers;
I t) quality enhanceme0u a.d
l2) effective monitoring and evaluation framework oftle Strategic plan.

1.7 Rationale for thc Strategic plan 2013_2017

l5 :,IYH"J il,ilm"#gtmTj',:;lm*" *"*v wirh rhe Kenva vision 2030 MediLrm re,m ptrn 2o1r.2or 7

X..r. AirtBr. AllD.itI



2: Sitrration Analysis

?,-1 Cl<)ba[ Operations Environment
Capar ity Constraints on Demand

dlifr1t?,ix.:1ilf i",i[:r*iiffi:l'J'i[18""fi;ilffi:Hl,':Ttirpons in dirrerenr re8ions ra(e in,ne€,in6 ru,urc
infrasrru(tu,e in odEr r€8io.rs excepr Nrxrh.rrmeric; ,;;;;;;,r;;;:;if::l# U:::ff;il*i*,il,il&T:y:conccrn in att reSions. Apron was a trnccr" in ,ri .ugr,;"i or-.;iir[iIri-ro* 

^rr,".i.o.Factors lmpaoing on Aviarlon Tralfic()n f3('lors that promote avialion lrnffic, all tegions ranked economy as rhe most imponant, except Africa which ranked tourismfirst ;rerhalrs because oi rhe don,inance.of inrirnail";;i i.]Ii;:'lilf ;n'r, ,r".,,o. rhe Mitldre Easr, arso ranked rouri5ml'ivornl)lv Low costs expansion r'"k-l favorably in o,h";;;;H;:;iil Middre Easl and Africa. Nesri'ibre penetrarion ofkxv c.sr brrsirrss nrodei co,rd be .rue ro high h"er or ,"Bur;-J;; ;;;. ,ir"'r"gi-* -,a **r o.r.rr ro i*l*ns; .' y. AFln:fffi'il:Jl'#hflll';rlHllTlfl':dr"e '*'r'v,?;; 'iv'*"a'"'ffiX". "r 
u*" canier rarorauy perrupion o.-,.r ,,r

.r.rivity, low cosls and 
"rp"nrion.,r 

uiJ""l"Jence 
in the otder ol imf',lanre was tou.is.n, 

"p-, rky;;r;;y: iiL, r,ur*rtrrg

on lr('tors thnt dampen avialion traffic, high fuel costs ranked first in Nonh America, Asia ard the Middle East. This could be(iue to tlle expdnsive dorneslic aviation.maiket i" tronrr a,n"rtr'"J'tonl"i"rt op"r"r;on, in rhe case of Asia and rhe Midc,efasl Nrnh America arsn .anked uantcrupLs 
"J'il;l.lh:L-"#,L ** mnin co.EenE t-.rp. r.J r,*r, oirl-.,comperition and infrastructure. Ai,r,n co.nFtition ,rl*, fro.n to.r*.filp.rua., who set,,Eir qxraing bases rn srnrllsecondary airp.rts leadinl lo overlalnin6 t'tiht".nt,,ea. anJn"^."'.#p",*u." among airporrs. rnfrasr.ucrrre rimitatr.ons ar50ran.erl high in arr reqioni exceor r'r'i" 'ims7;6n ;",r N;il;;;;;: i,iofinrnt."rri.rt* r0y" of r]re dcmand, equivarenr ro2r'0 nrillion pasrengeis, will noi be served bv 2o3o due i; .;;il;"#":;.. Africa,! concern in rhe order of magnitr.rde was

lilllli",,l"ltl1l,ili;Jl":.."T:,,,,,:[:1.crure, surrace, 
"n,i,on#ui"i" ,i,uioion,, r,nr..,,pr.i.,,'lo"i.,r",i,jl[,, u,r,,",,r

rr,. [uropean union in 20r2. Environmental restrictions include penalties on ;rboi"il;ft"';;it;onl''iiiroar.",t t y

Revenuc Slructure

H:,::':[:ji:;l ::::T :: :Iilili,,l,#il::,ij.,:ff:i$f",:i,ffi ,::d.:,h:ncing 
,inancia, viabi,iry ,,s sromh a,50

rcr rriry erpansion- ,na ,pg,"a;-nnJ"r,., l;;; l;;;'.',J; ;:fiffi; lilX:i:ilt#""1f:?,:,"#Ilf',l} lilX"T l*[;rnvesrrrcnls. Grobafiv, non-aerorraurir.ar rcvcmres accqrn r.r lox ofihe ,merJr ;*;r;. -o;;;,rr, -r"ii,,'l.L*, 
a, ,,*.,car parking lByu, p,ope(v inconre r c-y: jIy*Ji;gr;:u.;"ffi:;a;rtiring anrl loo<t ard l*verase, Jsyo. l rrin Arneri.ratd Asra Pacific 8el al least 40% of their noa-aeronnurical Lvenuc frorn reral ard lr"/" tor the carc ofifrica arur Europe. Trresrrengrh of Asia on retail is due ro erlcnsive arry rr"" oprionf 

-*iih-.rr.,'n! 
tntu,nr,l.,n"r u*" ji-urrJ..r*"r..,i.1s 

anrt trtghPlop()rtion or long haul passengers *irh B,,o,l p,1,.h-"in"J;;;. 'ili.;iil'i".",,ca 
Bers l9y, r,.,i .", p.ii"*'J',le ro srron*(ronre\rr(' rrLr'ic Jnd car rcnral r 9v". Asin p;ciric m.rl"r zoi"'ii., pr.p""ii ,"rr "^Jairi.r1iv.iil'ril,r;l!:. 

"'
2. I .l Market Outlook
Air tr'-rvel is posilivcly rclated lo economic Srowrh. The aviation market is poiecre.I b remJin lrroyanr for dr.next 20 yearswrrh rrre Srobar passenger rrafric ,ru ,i',.".[. lr.r, f;;i*ilJ? 'J,.lii 

ur"r'.*.. * unnu.. BocinS proie(rs rhar 3s,2Bo nevJ'rpr'rncs' varued Jr usr 4 B rrilion, wiI r)e j.qt i..,r io ,!prn.e otaliunjiJ, ur,.,"n, ones ro meer 6eer Srowrrr.
Afr;c.l'l cconomy is proiectcd to cxpand by..t.4% pcr .tnnlrm over thc-same pcriod drivcn by commodity markcs,m''|nura( ru'in* ard s€rvices. Air 

''.rvpr, 
on_i_1 &i; r,"J,i, n,#i"a".'s,* by s.ivl;;;ffi;{d;,o-.i,i'*.,"si,,,u,rconne( liviry mainly with turope and ievelgqnent of intra-regiJnar hrl ?n.L1.,nr. ,o 

".onomic 
prourrh, &,,,rographic rrxrm,tncreastd urbaniz.tion 'tnd emeroen(e of rlrc middle ctals. sourn arric.r arxJ tgyrx are rhe main regirrrir hubs wrrihc.rs.rht.rnc;r. Atgiers, runi.. oak",. Xaaiiala;;;^i;ili";fi;.;;"":';;:,J *","*"r..

i[ ,'JJ{:il,ii1!fi"rl11il: if ,;:* 1o 
expand bv 6.6% ahd 4.0% per annum respectivety. Africa wirt rerluire r,o7o new

.rirptanesmakinSsoy"or*,"a"tiu.a"rltrlemaM Erowlh sio8le aisle ,itptun.. *itt al,ninui;;; **'ffi'l,Ji; witle lxxty

I il)yn' Khanourn'6udan, Rwanda, senegdr. cairo and r.!nzania have pranned r:*:irpn facirities with.gg.eSare expendrrure('l uss 5'443 nrillion ro serve rhe nrolecre.r gro,vrh. Lrrrv" i. *r"idirn'"ir.,r,ty i, Tripori ar usg r,39o nririon ro serve 20nrillion passen8ers Der annum n*i ' .t19r n-iz .' ri." -ri",,lrltffir",1.i,m 
,"a associarcd raciliries ar tsr,nR6.rzr. sudan,s

I-"ilitr*jii:,,#;':l rorosrus$7so mirrr." .i.",. n*,""i"J'iiiijil,i,.,rri." "J;;a; ij:il;;,iiJ,ll[,,,o,u,*",.
xif l"r-r+r"i.r.r."Ll"i^lr';": runw'ry at Us$554 million while Ianzania will spend US$ izz.iffion r""r"l,uUfii",.

_lo-
Q*-,^r*,,*,
-/ 

'eE 1- "eh,t'



I rrc'rlly, tlE eronomy improved by 4.67" irr 201 2 anrl is projened m exp.uxl try 5.7% in 2ol3 and 6% in 2ol4 erFroule to I (116envis;rged by.Kenya vision.2010. Agrictrlturu, trade and services 
"rc 

iliu .nin drivers of the 6routh- on the dviarion froflr,p'rlqrnB({ na{ric is proiected to qrow bY 5"/,,, cargo t}o/" and flcet movement fy" per annum. Keny"a Airways, the national crnier,:;:J:il:,"f1,f:il*:;;n;"rs,;';;'t't''t p'ai'i il,*i,s""t''i.ii"-"1,'1p fleer modernization'and erpansion, r.ure

11,1111. '' 
._.,s-'"el,';#;:l#::,;:"ljj#;"if ::T#iJg,,ilm ffix :::l*lrl[::'ih ";;::,,. .",,*^rn rnrrnsrnrcru.e upsrade and expansion, flIe"r ,'oa",ni.rtion unj 

"pg."j"l;a ,.; a";;i;;;; #il;;;#.: '
2- l -2 PFSTEL Analysis

Irl:sr[L Analysis looks al the factors. within 
.rhe operating environrnent that are political, e(onomic, sociat. reclrnological,environnrentnl and legar in nature and their imprications to trr! .p".",i.", J xna *mmarized in Tabre .r 

berow:

Table l: I,tSTIL Analysis

Observations lm lications
Polltlcal Envlronment

Perceived insecurity d
to lrrvel advisories

itics or otherwise leadsue to pol Decline in traffic rh put and associated revenuerough

ment of aerodrome landIncroach
Land
facilit

U n atib nda redcomp acedry ntmou of and
tleve

Ecorl()m c t tonmentc loba econom cI lofllecess IDec ine in business
H h Inte ste at fo nvestments Costl facili deve mentHi inflation rate lncrease in attons cost

ition for hub ralficCom
Decl ine in transit tratfic

Pilfer arxj vandalisn
alSoci frw ro[rnenl

customer dirsatidadion
Denrands for h her w lrade unions lncrease in biIHostilit bouri communitiesnel

and secut of our aiUnderm ines safet
Techno ical Enviaonment

Ra id techno ical cha e msu rade to5
Grounh ot sociJl media of

I Elrvironment
rrtionClimate ch.r nge, noise, loca air guality arxl Eftect ivc mitlgalion

local relevantstatutes andthe Constitution,
intemati{rrul laws

al and Ret
Comp lance

Environment

o {) *,'^''-',.-,'*,
\-' -t.rr4,lnr.l'



2.2 SWOT Analysis

'ft":'Tl.#[H,il#1'""irH,::'i,li""lil,,i;#i1lT"r,,r,,1llsv rormurarion by identituing the suongths, weaknc,3s,
Table 2: Strenghs and Weaknesses

Table 3: Opponunities atd lhreats

Stren$hs
ea

Skilled and mo vated staff
Strong leadership base
Eusinesr automaion
Stsong asset base
ISO 9OO|-2OOO ce ificarion

toHome o ofneKQ, tte nmai a rlines En astand Cenra Afri ac tonleg
IJs a tc ocatiteg on

evalualidl

lna busidequate ales5 onri Sategy
nade Uate rlilnq nt o(a8eme or.ttsou rced 5ervrcesandABe n8 ate nhnadequ asrudu re

uate andnadeq fufor retu n5t noexPa
atenadequ srakehol de enSagement

Abeence latons tore8! SU oppon P€ralion
andorotito.ing sl:lem

traPilferage, andf0cking vandal rsln

Opport unhies
Threats

homeStrong carai e(KQ)
PUb c-P at Pe annerS hi taps me8a e kn he develo opmen ectspro
Extension ol the raih,va rEtworkI nlo KIA

tedecP.oi ngroual.r he avtAIton
'T

aiket
expansionOnSoing ol facarrpoft ties; aftlCo SU rLppo

Compeition trom regional ai.ports
terronsm and other organized crimp
Politi.al ingatility in re iEabn
hcdnpalible lard use around the airpns
tnects of climale change and naurrallis.rie.s
l..'lsputed pre.existing conf acrs
Honlliry from neighboring communities; and
urrd and wildlife hazards.

Clobal economic recession

-o-



?,1',fl**,J:?,:ht:fl1.ilt*,'li5 l:[i],ij.:[y:H* * *1xrys:*mly$,$* hrmuhrron

2.ll Stakeholder Analysis

Table 4: St.keholder 5

Stakeholders Resporsibility &pedarion

Airlines Air fansponation itiei and services for saie and
s€<ure ations
Adequate facil

Airline passengers Constrmers of airlines and airpon services Pleasant airpon experience

Concessionaires Retail & odter services to ai,port users Conducive business eoviamanenr
8usrness, Commerce,
T lsm srt5, &Ports

duE aIa n o zatton

Use lhe airpons to interface their respeoive
local & international activiries Pleasant airport experience

u0b,ity
Kenya CivilAviarion

Air T,alfc Corxrol & Regulakry Services Ccnpli:rrce wih ltgulirirrs

CoK aM its Agencies

t
fac

fac

eCoK nstrreg ava la o a al tonty
ir es and ces lmmi at8r on,

Custo m Cou9, C mrlennty ndt5 a other
nc Ues sea8e hese esti lo del ver

cesservi irhi thein manda les

Avail avialioh facililies ard rervices and
collaborate wilh the agencies to deliver their
respecltve mandates

Wrrld Bank ard other
Development Panners Finarrcial ard technical srppoft Repayrrn of rhe loans
Suppliers Supply goods and services Timely payrnent

Employees Human resource
Rewarding career

Neighborin6 cornmunity Sustainable dcveloprnent Susainaue developnEnl

-o--- e l*nt. Ai.F,'/t, /|tt tuitr



2.4 Risk Analysis
TIE Aulhority is exposed !o risks in rer
trke,y to ancct our business t rro r**tl 3f 

tlti"* (o service provisioo ard poknrial o( lo( onrrmrnitic... Tho rirtr. urh;h .E
considered in rhe r"-*i^ii." .ii[rrT,i:,:ff."i,h1' 

as sttmmarlzed rn r"ure i- uei"-*,' ";-,ti,';ilffir .iol',inu -uurr,..
Table 5: Risk Analyris

Risk Area Rish Facror< Miti ion Meature.Revenue tnDom ance eronaut CA revenue Enhanced diversifi catron b comnprcial tevenue ltaseCompetition c ntio hfor l.lUomp€ti slbu otheby
a hit n he te on

Facility upgrade, enhanced
consciousness

service orienlation and cosl
Srfety Conseq

failure,
bird sri
ot hosti

uences of Fire outbreak, power
unauthorized access to ICT svstems.
kes, wild life nenace and actviries
le squaners

Adequate Iire cover,
unauthorized access,
managernern of birds
rernoval of lqua[ers,

power backups, policy r8ainst
technological intervention.
and wildlib, perirnaer Imcing
enlorcement of laul use

sers

ibilcom and erectipat bury f{et nslan8 z(rEs, ofon
meccw adi and ne a 5a ateness a uCovernance -aNon m ne ogn KAA a Pnd ur€sroced

theto n5tCo toitut an dn a icable sla t lesPP
nda ron

relevant laws and regulationsCompliance wirh

Capacity on dr.re k)Congesti te derst ndainadequ
lerm na ca nacap uale zty nd na ddeq
ofier resou ce nedlanp talcapr
e n tons csu ashpa ale slJppl powea
SU ndrai epPlv ag and nasystems aldol.
e50 rcLI n st facn8

Facility upArade, land tor faciliw
shkeholder buy in. lnvolvemeni
Nai,obi Water Company Limired
resources is well planned.

developrnent and
of stakeholders such as
, KPLC, NEMA b ensure

SL'(urity of ter.orisrn, varxJalisn arxllncidences
pilferage

lrriodic
ntation

tonnstallal CCTVol arxl access CCIEt) media ontrol led
stlrr:t ofnce acfe5s ardPaSSeS n 3nsk d

rane bi asry Sessment and m ofpleme co,lec tvcacl ton no d cfi en esct dent tied entoad cement of LAsI irigation rspules on contractual agreementsD
Due d toce be8en done no al con ltacts be n8d n lo en6uIe tha *|e con$aat are ln aal. rha(rnp
all cable andlndustrial

tlisharmon
Disruption of operitions by stafi Strudured dialogue

Succession ABei ng personnel in areas qrch os lire Recruitment and l,aining
Rcputation Ero6ion of Corpo.ate lmage

Code of Co{duct ard Ethi(s aod
in{runEn8 a.d irplefiEolation oa

avratron specific quality manngernenl systEm- A59l m
Brand promotion

Enbrcenrent ol the
olher Governance

e [.nr. Anport, AlrxrnI



The Su&gic tv{odel ad&!.66 atEas of#ffiiffiffi ffirti#rgl$ffi ffi HE.x,mm;H*jy"ffiLffi

3: Strategic lViodel

3.1 The Vision

iclohrll), cdrprdth,. rl.po.t hcillrL. .nd Grvtcc.,

3.2 The Mission
To provlde €fiicient and dfeaive airpons hclliti$ and servlces ln a sunalnabla envlronmenf.

3.3 Core Values
t;Htlff:["$T;illatalldmesmaketheneedsofourcu*ornersthcprtmarybcusir€sbthhirEardsusbininB

Cl Tcam lplrlt: we wlll emtrace teamworf in deallng with c!$ornc.s and other rtalholdersO lntcglty: we wlll uphoH honesnr.
El proaGasbE[rrn , . turt, respcct and rrllablllty at all dm€s in our opera ons
El Good govcnrace ard
Cl lnmvadon.

3.4 Pillars of Excellence
tHlT*'ffi'""*lle*e will be pu*rcd ln the Plan pertodr

AllPon Servicc.
Srnalnabh luslrEas
Pcople and Culorrc
Techmhgy
lnnor'ation
Securlty and Safetv and
Sakehddct Man#rrEyr

I

l

Thc
r)
2l
3)
4l
5)
6)
n
B)

-1
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'lt,,o
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cq,
E

,G,
,,.. E
1ri I
;GK,L*rtfG

ffi,i
. t'o,.c

o:r!

The prlLrrs .rre rielioed hcreuntler

Airporl facilities: Our pursuit o[ coai,rirre pavenrr.nr, ;;; ;;;k;.'hil:::ry'l:::_ "d9". 
requires a(requa( y or r

r.rr iriries. c.rrgo racirir,".I"nli,,)",,,n'.'i"l*'ffi,".H:11,,"T"J":i,ii:l'l,tnfrl$,niiiiii:;:::,::J,;l]fl1i",,"."^:illl]l,j;

f*llll*"Iiiii;.Ti,li-il,Ti.ff[t"ilH:ili1iiilr"""rfi,#r;fl-,:i:, bassase handrins, in.risht careri.s. se,uriry,
Suslainablc Busineas: As i qoinl! .in,'"u';ns,"u",,uo,illi"';;i.ffi ',: ;:T:'tr' 

KAA musr..cmai,r susrainabk

Pe()rlle .tnd c,hure: we wi, focus 
'""t"t'r t""'gt'"il::it:: .' business This inrft,des redur in8 t'rrt arxl

t-xfi*r*,*.r.-.;.*,*$#[tr;*iffi alHiiid##[n,li#:Hi1il"-.f nrr:,,,#
*;lHi::1ili:filift:#iliT:::;,il lrrenpriri'nrion or rcr as d srrare.ic enabrer in revenue srowrh. r:osr .,,;,nil.er*.r
lnnovation: Cr)nlinuous R & D to est.lt

i i:1 ,:l;: iff IX,;^y;:f j[":lllL:"l1ffi;,, #; ;: 
j::,,,

sr.rkehorder M.tnasemcnt: *. *,,, .'' 
"''' "io'^o tt'' i"'*,,1"' ilJo'"''l";XilHllil:;:1iJ^]crs or rrnlawt'rrl interrcrcrrr c'

airlinus, CoK, counr-y c"r..nli,]"'lr"tllllish a.framework lor stru6lr]1s6 .,suu',nnryor*^p..iiil;*.";;;LH:#ffi,H?,H',llTil:;,;,ff1ff3ffi}.#ffii:ililfr1^ an(, (,,,k,

-o_--- o lhy. Ai?orl.  s*o.itv
't*n -, ;(1,,.1.



il

I

,l
LI

I

ili
1,:

i

)

l

tl



I
d5

tlv.dr tnr cnllt .rt

uilid.. ad odloi!!.d Coc rvingr

tlto

IdmiDk..rrd. p.vtur,
er.i ..j4 tE*rrv
uirli6 t l d of,r.r {uc li!h.i

c,

Ehdrl( rc6 .r lXtA

w.ll nan,rain.{l t!.ilirt.,

re.harlrgkal nllbrr i.

Oaia and inidnurim i)r

Efr.iitt nrlrS.{rd '

9r.d.t..,E Flylry I

cu&{.o(..ivk,*Ur!.
.,attt, ., ,, 

,

Effcid[ i;d hqr; .

\'

qu.hy Mx.t nEm

CdnEEi.lod.. arbo

(

 d€qud. hum.n capiut

a



1,,1.1Cdpor{. ScoE.d

r-!rP66rmacc tndl.do.t

1ll''-i.l ,un-l. ,Grs luh-l7
Airr.ft MdlE.L{oo

25r.91 2r7 
'7

265.t t03,52
8.ao6.5a 9,418.07 9,9Et,01 l0,5ar,7l 1t,2atJ,t2C-Bo.od,
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4.O lmplementation of the ptan

I.2 Quick wins
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5:O Financing the Strategic plan
5.1 Cash flow proiections

Descrl

Actual
201zr3

Rev ised
Budget

2Ol Ura
(Kshs'ooo)

Forecast
20t{/ts

Forecast
2()r5/r6

Forecasl
2016117lnlcana So

Openin8 Cash Balance
2 775 4,44A 11,219 7,344 3,028Cash

47rJ 1,330
1 ,423 r,523 1,631

deblors
4,228 4,023 4,104 4,608 4.936APSC
6,3(0 7,835 8,183 4,970 9,598nvestrnent jncome

l6t I t0 121 r13 146Sub Total Internal Sources I1,219 13,297 14,231 15,234 16,3t IExle.hal Source's

ooK (Ai rsrip, Waiir and Kisumu runway) 606 63r t,675 t,965 1,125
COK (l- an(lMlA ,KIA,UKU ,MND & WAP)

2,554 2,(no

coK-(2nd Runwny, Tempor ary Te rnrinal)
7,o70 3,A70 3,A70 3,470

WU( lncl tudi n8 Design worksl
lBs 794 5,629 95AFD Loan I

216
3,386 1,742 405AFD T oan 2-MlA

559 1,957 1,398
Hts

3,600 2,442Creenii eld tsorrowing 7SO
5,559 15,000 10,800 15,950

Sub Total Ixternal sources
2,026 19,994 34,O74 29,534 23,O93lnflowsr

r 6,02 t 37.739 59,525 52,'t12 42,132outflows

Salaries an.l
2,5A3 3,062 1,3 3B 3,638 3, ('rrlrslfati(nr c()sls
1,380 1,975 I,574 1,97A 2.086

t\rrchases ofsk)rcr
97 136 l,t3 t50 157

Repair aml marnlenance
575 652 684 7tn 754

fanance charges
l4a t66 17s I B.l r93

Staff Housi ng Scheme
50 50 50 50Sraf{ Compuler Sctpme

lo loDividend

IO0 100 r00Taxes
l,lt5 1,227 1,423 1,667 1,$74

sub total
(,to4a 7,26a 7,196 4.191

9 t30
Ioan Repayment

wtstoan repnyrnent
53 150 175 175 175

{)'-r^r*r,^,r*n,'.-, 't&n4 "fit t.



Descri n (Kshs'ooo)

Actual
20l2lt 3

(K!hr'mo)

Reviscd
Bud8er

20t 3lt +
(Kshs' ooo)

Forerast
20t1lt5

(Ksh5'mo)

ForGcart
201vr6

(Kshs'ooo)

Foreca5l
lOr Ut7AFD I oan repayment

558lnterest ()n Wll Lonn
73 139 144 157 167

l erest on AFD Loan 1
75 3t6 425 473 474Commit ment fee -on AFO Loan I

lnterest onAFO Loan 2
17 9t t9l l9lC.eenfie ldrnlerest on hrrowrng

250 667 r,314 2,224lntereg fir EllJ toan
BO 250 44Sub toral

201 959 1,752 2,773

3,7A8
Capital p.oiects

projectsornpooenl of Co fund

Eank Pmietfs
794 s,629 95AFD lKlA Projerrs

3,t86 1,742 405AI-D MIA Projerls

559 1 ,957 1,398
E lB ProjecB

3,600 2,442 750Greenfield Project -lKlA
5,5s9 l5,ooo I8,000 15,950TEGOK KIA nd2 R emvlr llt ld nP 8,) 814

7,O70 3,870 J,A70
HQ

542 640 553 r45 20
]KIA

r,841 1.137 1,397 3,r 05 2,355729 2,317 2.577 2,977flA
35 328 57(, 520

134 5r6 200 t,0m 415
MLD

42 200
5m 500

KIA
348 309 l0s 35 500

LOKt
5.1 50

344
UKU

225 250MANDA
391 400wAitR- coK F(,rding

26 206 412 618 950
AIRSTR rPs{oK fudiry

366 t25 1,263 1,317 t7sSub lola
5,324 ta,293 42,932 J7,At7 27,227Total Outflows

I1,573 26,520 52,t80 19,OA4 ,to,l,t5Surpl fiu c
4,44a r I,219 7,344 3,O28

2 247
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6.O Monitoring and Evaluation

Hg:l: 
* Evaluadm will be done to ens,re dmdy lmphmemaioo of rhe ptan in pucuir o, bond indcarrs onthe ccporrc

ffi[#4]i',+"i:4* 5"ftr"HHi,ffiHf ffi rffi5[,,com]-<ter er rcss made. Deparrnens and ar,porrs wnrmffi ru*ffi 
"Hlfi *#"'""*ffi ,:Ufl'Jffi H#JLffi 'g,'ryg'g;

rhe Managirg Dlrector will then subrnit dre aMant rcpo* b the Board of Dir.clo. o, quan,ry badc,
Tha Plan will inform the annual bud8et and be r6'ie\,vcd annually to turdG budmsE adrviti6 of rhc Authonity br the su@uart yrar.
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Wffi
Net worting capilal

et assots

t debt

4.124,459

11,79't,943

34,646,585

5.809,E93

(7.494,140)-

28,336.901

9,934.351

62.S83,4

4 297

ls

EBITDA margin 13.5% 67.8% 57I

- The table above presents the split of revenue, costs, assets and tiabilities based on apptication of a separation ftamewolk.

- Air Passenger SeNice Charge (APSC) accounts for 60'/6 of the revenue realised for the financial year ended 30 June 2018.

- lt should be noted thal etrective October 2018. the APSC Act was amended such that KAA would retain 60% of the APSC from
intemational flights, wfialst 20% is a[ocated for KCAA and the remaining 20% lo the Tourism Promotion Fund (TPF) and 50% oI the
APSC from domestic flights with 30% being allocated to KCAA and the reftaining 20016 to TPF. Previousty. KAA retained 800?6 of the
APSC revenue co,lected. Revenues and prolits post 30 June 20'18 are therefore likely to be lower.

- 
The separated FS does not take into account for separation one-ofi and recuning costs thal may arise as a .esull of the transaction.

ln the time available an accurate separEtion exeEise was not possible. for example, the allocation ot shared administrative costs to
KAA standalone and JKIA standalone, we noted instances whe.e HQ expenses u.ere fully allocated lo KAA standalone. lt is therefore
likely that KAA'E standalone EBITDA may be understated while JKIA standalone EBITDA may be overstated.
Additionally, KAA should undertake 8 detailed exercise to quantify all the separation costs (both one-ofl and recuning) that may arise
from the separation as this is likely to impaqt on KAA slandalone's profitability and cash llows post-separation.
However, given the complexity of KAA and JKIA we envisage a 12 month period will be requked tor a full separation to take place.
Some of lhe separation challenges to consader include:

Location of KAA standalone head offce staff
Use o, ERP and other systems.
Novation of contracts
Some JKIA employees are highly (specialised) lrained and conduct trainings for the other aerodromes. lf the JKIA staff are
transfened to the SPV, KAA will need to fillthe skillgap
Hov, will transfer of pension be managed?
Location of thc SPV has to be provided to transter.ing 6taf, this may mean a change in commute for seconded stafi and may
have an impacl on their choice.
Treatment of certain benefts (e.9. staff housing and benefits) needs to be clear - for example, will housing benefits continue
lo be provided to staff, and if so. at what level?
tMll the housing assets in question will be transfe[ed to the SPV?
Settlement of any legal or contraclual matters that lay claim on assets that a.e transferable to the SPV

is a nalional securi anoint. \Mat would be the im rivate comecl of JKIA be runb

standalone and JKIA
standalone, whidi do
need lo be refl6cted
in the opEning
balances of the final
hansaction model.

JKIA
standalone

Financials The operator of JKIA
should be given KPls
to increase share of
non-aeronautical

Toprc Descrrptron c0nsrderation

12



Effi)

f,oJun-
17

30-run-
t8

30Jun-
20

30-Jun-
21

30Jun-
22

30Jun-
23

3G.,un-
21KEs mn 30Jun{30Jun-15

Revenue

Aeronautic revenue

Non- aeronautic
revenue

Concession fees

Employment expenses

Administrative
expenses

Eslablishment costs

9,781

2,602

(821)

(2,100)

(1,230)

(s87)

10,335

2.920

(865)

(2,272)

(1.291)

(620)

10,928

3,296

(913)

(2,4s9)

(1,3s6)

(6s6)

't 1,541

3.7 44

(e66)

(2,660)

i.1.424)

(6e2)

12,204

4.285

11,027)

(2,879)

(1,495)

(732)

45,49

1.312.

(68,0

(17,6

(4.591

(2,

11,636

9,700

1.936

13,062

11.009

2.072

'13.u1

11,480

2, 1

(2,363)

(1.673)

(757)

(2,631)

(1,50S)

(327)

(2,s58)

(1,548)

(484)

6,957 8,748 9,386 17,309 18,504 19,820 21.235 22.864 1.458,0Repoded EBITDA

Tratfic

JKI,A standalone as a prolltable business, albeit. based on our benchmarking exercise, the portion of non-aeronautical revenue share
to aeronautical .evenues is low. We also noted the aeronautical charges are low compared to otler airports.

KO

KAA

41,802

37,456

65,649

64 064

62,800

91 480

101.864

132,090 193,086

147.046

285 886

The higher traffic
projections should be
used in the final
transaction model. lf
such is adopted then
a concession fee
structure of fixed + a
variable fee as a % of
Revenue could work.
JKIA needs to devise
strategies to
maximize revenues
by optimizing
passenger numbers
on each Ilighl

The higher
development cost
shoukibe considered
in the final
transaction model as
this will impact on
transaclion retums.
More importantly.
iven the trafllc

revenues.
should also
minimum
spend p.a.

KPls
include
capex

Toprc Descflplrcn
JKIA summary income statemcnt (FY15 -
FY24, FY47'

K€y ccnsideratlon

Passenger tralfic
(000) 2019 -2022 2023 -2027 2028 -2033 2034 -2037 2038 - 2042 2043 -2047

13



Wffi)
178,607 249.86885 399 124.141TA 35.703 59.4t15

KO

KAA

TA

629,8E6

511,568

511.566

983,680

786.892

7E6,E92

1,235.226

990,036

990.036

1,514.932

1.245.612

1 245 612

r.830.159

1,567,170

1,567,170

2,'t78,653

1,645.7?8

1,971,736

KQ

390.000Phase 1 0't9 - 2023 Terminal expansion to cater for additional 5 million passengers
(Teminal B, C, D)

Enhance cureni runway

11.E76

510.000

growth projections,
we recommend
Phase I and Phase ll
development
commence
simultaneously and
immediately.

TA recommended
development plan
(scenario 1) maybe
considered and
evaluated by KQ and
KAA The TA had
requested a full
breakdown of input
costs and these are
required for this
evaluation.

Phase 2 19 - 2023 Parking, apron and civil works

We have looked at projected traffic at JKIA per the PllP versus our projections of potential trafhc toottall. The lauer is based on GOP

regression and shows a higher traffc forecast. KAA Managements forecast projection is based on their estimate of traffic growth.
wfiich is on the lot{er side compared lo PllP. As Transaction Advisors. we have reviewed the detailed master plan and provided our
suggested traffic and capital expenditure plan.
It should be noted that JKtA cunentiy achieves air trafiic movement (ATM) of 130.000 planes per annum but only achieves a capacity
of 60 passengers per llight. This indicates that JKIA cunentty accommodates smaller planes resulting in lovrer than expected landing

and parking fees and APSC despite the relatively higher ATM.

Oevelopmont cost

- Based on our technical due diligence JKIA requires immediate delelopment to accommodate the cunent trafiic of 7.7million. We

noted, there have been delays in planned projects at JKIA whici is causing a strain on passenger fiows, aarctafi flows and seMce
levels. Therefore, we recommend the phased plan shown in the tabh below.

- The cost shown in the tabb ffA estimate) is higher than the PllP and the KAA Management projections as $€ have taken into account
the 20,|8 key material prices in Kenya and the requirements in the development plan.

- KO's proposed investment plan is based on KAA'S 2010 investnent plan and does not take into account the cunent passenger

volumes.

Toprc Descn lon ccnsideralron

Fliqht tratfic (000) 2019 -2022 2023 - 2027 2028 - 2033 2034 - 2037 2038 - 2042 2043 - 2047

Entity Timelines Description Cost
{usD,

000)

Passenger
Traffic
(.000)
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As TA we have considered two scenarios for the development of the second new parallel ruhway

The first scenario cluld be the immediate development ol the second runway whhout enhancements to lhe laxis?ys and the curaent

runway.
Scenario two would be to enhance the c€pacity of the cunent runway by building parallel taxiways and rapid exits. This will increase

the capacity of the cunent run way to 17O,OOO ATMS, coupled with a plan lo build the second runway in phase 2 which will become

2019 - 2023Phase 1

10.3771.071.418

2030 - 2035Phese 2

232.748

24.708

Phase 3 2030 - 2035
92.522

flic

t.nP n r wiltraffic exceed 52 ilt o atn ath tm20n 35. as5e poloperationa 9e
sha be carriedoen nme lot taxiwathe s bothof ruenhabeehave exceededn v nwaysmbinedco of thbonc€o the capacity ys

c2be seU itnedtsfff s nce noa 1of ss prefeUo toe het renCU chI leald aseh pa enge occup pe thtancyuto n sethe @n ngp
ievedachbethah lst sforecaeth thet seasnn rowltraIth SUasun berm ofhJenables toKIA arate

Conslruct grcenfield te.minal building

Enhance cargo lacililies

Construc,t new parallel runway

Enhance taxiways
Enhanc€ greenfeld terminal

Enhance cargo facilities

Construct new domestic terminal

Enhance cargo facilities

KAA should ensure a
revised Concession
Order is sanctioned,
rellecling the
proposed KO
aeronautrcal
chaEevrates b€fore
the KQ PllP model is

accepted.
KAA shouU ensure
the undevelopd
land of 1'l,0oo acres
as well as lhe old
Embakasi airpori are
excluded from the
proposed PllP, or

Other fndings include:
The forecast priod used in the model is from 2019 - 2050, i.e. 32 years while the expected PllP concession is for 30 years

Revenues

Opex

EBITDA

Dividends

Equity Retum

Project Retum

1,009,315

(291,894)

414,132

(141,428)

22.7%

20.0%

1.388.318

(331,018)

665,807

(734,80r)

2.327.514

(63s,312)

'r,090.549

(1,605,420)

1.8'12.421

{434,402)

a90,224

(1,073,074)

2,937.740

(797,102)

1,406,586

(1.867.091) (529,E35

3,677.

(997.595

1 ,7UA

(usD ccr) 2A19 - 2C23 2C24 - 2A28 2029 - 2033 2034 - 2038 2039 - 2013 2A14 - 2048

s and resultant cash flows and refums are ove6tated as shown below:inflal.d aeronautical cha es, the rates shown in the
ls amended to reflect KO'svve have reviewed the KO PllP model and we believe, until the KCAA Concession Order of July 1996

albeit it could be renewed for a further period.

PllP model
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W)

Aerona utiral
revehues

Arsumes chan96 in the Concession Order, 1996.
Assuftes an immediatc uplifl in the price to compensate for the period post
1996 and a turther escalation of c2% pa.
Landing charges are assumed to be inc.eased by 300/6 in the first torecast year
to usD 490 / aircraf,

investrnenucapital
expenditure plan
by phas€/stage.

- Accounl for debt
seMce aesene
and major
maintenance
a@ount.

- Update debt
calqJlations using
GoK financing
parameters.

- Detrlop detailed
master plan as part
of the negotiation

Assumes cunent rates as stated in the Concession Order. '1996

\ bighted ave.age Landing charge is USD 348 / airErafl

Non
aeronautical

No projedions have been made on the land side development for lhe new
caDital exDenditure Droogsed.

No projoclions has been made on the land side developmenl for the
new capital expenditure proposed.

Trafrc
forecast

Based on GDP regression and shows a higher trafiic forecast Based on KAA management projeclion and estimates ot future traffic
growth
Domestic - 1 '1%

lntemational - 6%

APSC Assumes colleclino APSC and increasinq the charqe Assumes only collection of KAA share of collection

Capital
expenditure

Phase I - 2019 - 2023 USD 390mn
Phase ll - 20'19 - 2023 USD 5'lomn

Phase I -2019 - 2022 USO 1.1bn
Phase ll - 2024 - 2026 USD 348mn
Phase lll - 2030 - 2032 USD 150mn

DSCR The debt servace reserve account is negative over 3 yea6 ftorn 20281o 2031.
The minimum DSCR in the investmenl proposalis shown al (0.22).
V\rtile there is, at that time, a forecast cash balance in the SPV ot USD 295

Maintains a 6 monthly debl seruce reserve accounl

Dividends PllP assumes 100% dividend payout from the year 2031 onwards. Hence
there is no cash balance leff in the SPV.

Assumes only 80% payout

PIIP KAAA.ea

Toprc DescrDlicn Ke ccnsiCeralr0n



M
KQ

l(6iA

TA

1'18,904

34.359

34,359

155.579

55,544

56,544

185,905

87,267

a7,267

321p27

178.660

178,660

380,613

549,476

549,476

451,761

2.327,331

2.327,331

Key Outsuts

TAKAAKQ

ProJect

Equity

20.0%

22.7yo

20.8%

20.zvo

23.1yo

5 yea6 5 years 5 years 5 years 5 years 5 years
FY'|9-FY23 FY24-FY28 FY29+Y33 FY34-FY3E FY39fY43 FYit4fY48S million

Maximum

requiaement

276,1341

KAA standalone (without JKIA) will require funding since other regional airports and aerodromes volumes and revenues are not
suffioent to cover operating expenses.
Moreover, one offliabilitjes such as envi.onmental remediation, pension deflcit tunding and contingent liabilities are deemed to remain
with KAA which require funding.
Concession tee proposed by KQ reduces the K A funding requirements but not entirely. Therefore, we have presented 2 other
concession lee options which reduces the KAA funding requirements but not entirely.

(20,039) (22,0871 (27.716), (39,847) (63.420) (103,026)

(101,919)

230114 ,2721

(4.s76) (6.132) (6.239) (23 648) (5s 783)

(16,083) (16,171) (18,397) (20.034) (27)

Net cashfiows generated by
standalone

cenario 1: Net CF including
oncession fees fro..n PllP (4.812)
odel

cenario 2: Net CF incluCing

standalone

hadow bid model (KAA
ase)

cession fees kom

KAA standalone lo
consider anfieasing
revenues through
inqease in non-
aeronautical
revenues and
aeronautcal
charges.

They may also
need to look at
synergistac ways oI
opeGtjng other
aiports lo reduce
costs, with early
retirement being
an option for some
statf.

Toprc Descrptron
Concession
Fees (USD'000

Key coxsideratlon

2019 - 2022 2023 - 2027 2028 - ?033 2034 - 2037 2038 - 2042 2043 - 2047

lnternal rale Ot relurn

t(AA lunding requirements under dilferent
ssenarios



(16,0E2) (18,446) (20.283) (7E1) 228 061

Scenario 3: Net CF including

hadow bid model (TA case)
sion foes from (15,89) 77,6rs)

Envircnment
al

As the transaclion advisors we w€re not provided with all the required E&S documentation by the Kenya Airports Authority (KAA) and
Kenya Airways (KO) in panicular, it has been assumed that some aspects of E&S management are deemed not to be an place, or
not adequately managed. The absence of the requisite documentation, or proof thal the E&S aspects and risks ijentified are being
adequately managed on the JKI,A site. implies that several si.Jnificant red f,ag items requirc attention in the shorl term lo ensurc
compliance of the facility with Kenyan laws as a minimum, and to lhe requirements of th6 lFCs Perfonnance Standards.
Some ol lhese red tlags require immediate attention and hava been llagged as such in the Environmental and SocialAclion Plan
(ESAP) presented in our detailed report ln sumrnary, there is a major gap in the lac* of identific€tion, quantitic€ton and mitigation ol
potential site impacts. For example. and likely one of the site's largest potential environmental liabilities, is a significant quantity of
hydrocarbon seen on the ground al woftshops and in the slorm water drains flowing onto the road. as well as a lack of pipeline
int€rity tests for underground fuelpipelines, both ofwhich poinls to poor hydrocarbon management, with the dsk of soil, surtace and
groundwaler contaminataon. Until a Phase 2 assessment of soil and groundwaler ascertains the residual contamination levels, this
remains one of the highesl environmental liability risks facing the site as a whole. This is one example of a non-funciioning
Environmental and Social Management System (ESMS) implemenled for the site.
Assuming that allthese tasks a.e subcontracled to third parties. we estimale the financial quantum ol reclifyang these shortcomings
to be in the order of USD 400,000 to USD 500,000. but would depend on the extent of in particular, any groundwater contamination
dentifled as a rcsult of observed hydrocarbon spillages and/or the results of underground piFleline integ.ity testing, rvfiich may
increase this ahounl

It is the transaction
advisors opinion that
the hbh risk actions
as listed in the ESAP
are necessary to
reduce E&S risks to a
sc€le that can be
considered
satsfactory. lt is
estimated that ESAP
aclion items can be
rectified within a
period ol 12 months,
but will requi.e
management efiort
and commitrnent to
complete. The cost of
this remediation is
induded in ttle
projected KAA
standalone forec€sL
How€ver, it is
important that these
environmental
remediation is
undertaken prior to
the transaclion
completion so that
the new
ownea/operalor of
JKIA is given forward
looking
environmental KPls.



WilE
Such remediation, if
not undertaken, may
impacl on the SPVS
bankability and
hinder rls ability to
secrre rinancing.
WE rccommend a lull
EIA reporl is
conducted as part of
the CPs to this
transaction.

Structurang
options

The transaction advisor is proposing altemate transaction struclures for consideration:
Option 1 - As per PllP. Under this option. KAA nould eam a fixed concession fee ot USD 20 million per annum, a variable
concession fee of s%of revenue upto 2032 and 10% from 2033 onwards. The total crnsideration under this option is USD
1,724.9 million
Option 2 - OpeGtions contract, v/hereby KAA retains control over JKIA but gets an international operator to operate, manage
and develop JKLi{ for variable penods over a 30 year period. KAA remains 100% shareholder of JKIA A,l the revenues
geoeGted from JKIA remains with KAA Under he l(AA case, l(AA would earn total .evenues USD 85.2 billion wtlile under
the TA Case, KAA would earn total revenues USD 84.7 billaoo.
Option 3A - PPP, whereby KAA forms a SPV for operating, managing and developinq JKIA for a concession period of 30
years. Hand bacl of the JKIA assets to KAA at the end of the 30 year clnc€ssion. t(AA gets a private sector consortium to
ope.ate, manage and develop JKIA for a concession of 30 years. KAA retains the minority shareholding in the SPV. Private
seclor consortium has the maiority shareholding in the SPV. KAA retains 25% shareholding in the SPV and will be entifled to
dividends. KAA would earn a lixed concession fee of USD 60 million, variable concessaon fee of USO 4.253 million while
dividends of UsD 12,523 million would be paid ouL Under the TA case, KAA wquld eam a fixed concession fee of USD 60
million, variable concession fee of USD 4,235 million while dividends would be USD 12.559 million.
Option 38 - PPP as per Oplion 3,q. but where l(AA and KO own a majority in the SPV. KAA forms a SPV for operating,
managang and developing JKIA. KQ gets a stake in lhe SPV. such that, KAA and KQ have a majority shareholding in the SPV.
KAA and KQ gets a private sector coosortium to operate, manage and develop JKIA and pays a management fee for this
service. Private secto. conso,lilm has the minonty sharel,olding in the SPV, thrJs may also request a share in dividends. Both
KAA and KO are expected to have majority stake. We have assumed 7506 as their lotal stake, i.e. 37.5% fo. each. Under both
the KAA and TA case. KAA and KO would earn USD 39.9 biltion (USD tg_g biflion each)
Option 4 - lrerger, whereby KAA, KO and JKIA assets are held under a new holding company (Holdcc) which is fully owned
by Ministry of Transport (MoT) on behalf of the Governmenl of Kenya (GoK) .The Holdco coulC have separate operating
entilies for KO, JKIA and KAA (for the rest oI the airports). GoK delists KQ and ultimately nationalises it. JKLA is hived off as
a separate entity fully owned by Holdco. The MoT/GoK could invite different investoE into the different entities to provide
either addltional capital or lechnical capacity. E.g. the JKIA could be operated. managed and developed through a SPV under
the operations contract or PPP opions set above in this repo(. No concession fee is pard out. The merged entity willenioy
100% dividends irom all the three subsidiaries. Dividends from JKIA would therefore be USD 53 billion under both the KAA
and TA case.

Our recommendation
is that JKIA is
oPeEled by a private
sedor op€rator to
maximize fevenues
and piofits. Allowing
the natonal airline to
opeEte an airPod
may be seen as anti-
competjtive by other
natonal carriers and
their respective
gcvemmentS.
Given the above, the
most flexible
sbuclure tor
MoT/GoK is option 4.



WTM
nt consideration5 - Divestrnent. KAA dives6 all the assets of JKIA thro h one ofi rivate sale for an

The decision to
appoant an airport
operator needs to be
made al the Board
le\rel and a public
procurement process
should be
undertaken ,or such
proqJ rernent
cortracling.
There appears to be
uncertainty as to
whether KO is to
employ an operator
to run the day to day
adivites at JKIA or lo
engage an operator
as a consultant. This
should be darified
uphonl to ensure
there is suf,icient
oe€rtise to run JKIA
(a national asset) in a
fair and transparent
manner as well as
efrcGnUy.
Airlines do not,
typically. oprate
airports or hold a
stake in these SPVS.
The reason for
airlines nol operating
airports is lo avoid
anticompetilive
behaviour on all
matters, includang
slot availability,
space. service,
cha elc

Operating
analysis

As per the PllP, KO proposes to engage an extemal advisor to assist in day-toiay operational activities at JKIA, shouldlhe PllP be

sanclioned. The PllP recommends frve operators, all seem to have inlemational experience in both developed and emerging markets

of operating airports, other than Flemingo lntemational. who only operate duty-free stores. As such Flemingo lnternational should not

be considered for airport ope.ations. The airporl oPrator determines the best way to manage retailspace.
Wth respcct lo the five recommended operators, as at the date of this report. KO has only availed marketing materiats, financial

staternents and lettec ol intent with respect to one of the pre{ualified ai.port adviso6. TAV. Not only do we not have any detail on

the oher polentiat operators but KO Management have recenty indicated thal they now intend to operate JKIA themsefves. using an

operator only as a consultant or under an interim managemenl agreement. This is a substantial move from the PllP and there must

be a risk thai the operational expertise may not be delivered, especially as KQ is going lhrough a substantial tumaround exercis€y'

second restructuring.
Govemment pocuriment rules suggests an open tendering process to identify the best fit operator. To that extent we have added

the following operators to consider during the tending process:

- eenj SUE, S.a., a Spanish sGte owned company that operales, maintains, manages, and administers airports in

intemationally.

- Fraport AG, ; fisted German company thal offers airside and terminal management, airport security management and ground

handling services.

- Malaysia Airport Hohings Berhard. a listed Malaysia company that engages in the development, management, operation, and

maintenance ol airPorts.

- VINCI Ajrport SAS, a leading global airport concession holder and operator that recently acquired Gatwick Airport, London-

- GVK Consortium comprising of Mauritius Bid SeMces Division, GVK and ACSA Global oI South Africa, the cunent operators

of the Mumbai lntemational Airport.

- Sovereign airport authorities have regularly entered into concession agreements (via a SPV) with private sector consortium

lconsorium comprises operators and funders). in a biii to make the airport operationafly emcient and profitable These

concession agreements are between the airport authority and a private seclgr consortium. Wth each holding an equity stake

in the SPV. The private sec,tor consortium in ecls equity inlo the SPV so that there is 'skin in the game'. Typac€lly. there has

been initial consideration lo the airport authority for the contribution of the assets to the SPV.

It is proposed, KO operale JKIA. The reason for aidines not operating airports is to avoid anticompetitive behaviour on all matters

including slot avaihbility, space. service, charges. etc. However, there are varying operating anangemenls seeh wh_ere an airline is

indirecti involved in operaiions of an airport bt virtue ofjoint owne6hip by the respective Govemments. Examples of this have been

at Addj; Ababa Bole intemational and Hamad lntemation.l Airport. There arc examples of aidines operating a terminal within an

airport such as Silverjet Aidine ih the UK, however, this is nol a tyPical operating model for an airport.

DeSCflpticn Key ccnsrderalron
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Wffi

Tax

deened
discriminatory

Tripartite option

- All staf should be
transferred without
any changes to their
pension or other
benefits.

- The SPV must be
required to
demonskate a
'minimum critical
mass of staff
acceptance', as a
condition for the
concession. lf they
fatr to gamer that
level of acceptance,
the concession
should be
immediately
renegotialed.

Tax implications of the proposed PllP
lncome tax:

- l(AA will account for corporatjon tax at the rale of 30% on the concession fee. The assets will remaih in KAA'S books allowing the
entrty to continue receiving capital allowances.

- The SPV will deduct withholding tax at the rate of 10% on the concession fee. This could result in overpayments especially if the
consoliCated tax positjon of KAA results in reduced prcfitability.

Value Added Tax:

- Since the ownership of the assets does nol change, there are nol additional tax irnplications on the anangement. Howaver, KAA will
charge VAT when invoicing for the concession fee.

Stamp Duty:

- The concession anangement will take the form of a long term lease of assets which will attract stamp duty at the rate of 4% for the
immovable assets.

Secondment of stafti
The tax implications willdepend on the agreement signed between KAA and the SPV with respect to the staff. However, ifthe anangement
is for KAA to provk e services lo the SPV, then it s/illbe deemed to be professional services which is subiecl to VAT at the rate of 160/6

and withholding tax at lhe rate of 5%.

The SPV is liable for
Paynent of the
stamp duty but can
apply to the Cabinet
Sec.etary for
National Treasu,y
through the Cabinet
Secretary for Lands
for exemption if it can
Pro€ that the
t.ansaction is in the
public inlerest.



WE
Value for
Money (VffY!)

KQ presently does not have the credentials to develop or operate an airport. lt is therefore difficult to verity the efficiency matrix
presented in the PllP.

The evaluation of the
Proposed VfM KPls
may be deferred to a
later slage when, lhe
investrnent plans,
costs and phasing of
the invesrnent are
linalised.

Toprc Descr ion Key consrderahon



Topic Description Key consideration

KQ
standalone

Separation
matters

Financials

- KPMG has not received the detailed financial information that is required to confirm KO is today able to fund the PllP.
We are advised lhat the documents (e.9. lenders offer letteE and terms of the November 2017 Restructuring) are
confidentialand cannol be released without lenderconsent that willnol be forthcoming within the timescales sei down
by this DO. Financial outtum for 3l December 2018 has also been withheld.

- Furthennore, the KO 5 year plan (ry18-FY22) has not been updated to cover the concessionary period. From
discussions with Management we are aware that certain financr'al amortisations have. under the November 2017
Restructuring, been rescheduled to years post the 5year plan. Such rescheduling could detrimentally impact the cash
flow at KQ and thus their ability to fund the PllP.

- Based on discussions v,/ith Management, we understand that KQ was in breach of certain financial covenants as at
June 20'18 and received waivers from lenders to that effect covering the pe.iod through to 31 Oecember 2018.
Management however could not confirm whethe. KQ remained in breach after the financial year end.

- KPMG understaQds that despite KO having restructured their debt in November 2017. KQ has continued to face
ditficulties in se+icing rts debt. Management advise that they jntend to initiate discussions with lenders on the
possibility of fudlrer rescheduling/reducing principal repayments to lendeF. KPMG considers that lenders are likely
to find this further restrucluring as unwelcome. Hou/ever, it does indicate that there are serious liquidity challenges
faced by the KO management team at this time, Mrich therefore questions the ability of KQ, under lhe existing terms
ot support trom lenders, to be the operator of JK[q andor the key stakeholder of the SPV proposed under the PllP.
lf a second restructuring can be negotiated. then the full terms/impact of this should be released so that KO's ability
lo fund the PllP (including concessionary tee and capex) can be lully evaluated.

Approvals

- 
We unde6tand that KQ's non-equity participating lenders have not been apprised of the PllP. This could delay
receMng the necessary consents. and without these there is a risk that the PllP may constitute a Mate.ial Adverse
Change unde. the existing loan documentation.

- ln the time available an accurale separation exercise was not possible, for example. the allocation of shared , -adminrstrative costs to KAA standalone and JKIA standalone. we noted instances where HQ expenses were fully .

allocated to KAA standalone. lt is therefore likely that KAA'S standalone EBITDA may be understated while JKIA :

standalone EBITDA may be overstated.
* Additionalty, KAA should undertake a detailed exercise to quantify all the separation costs (both one-off and recurring) :

that may anse from the separation as this is likely to impact on KAA standalohe's profitability and cash flows post- ;

separation. :

- However, given the complexity ot KAA and JKIA we envisage a 1 2 month period wil, be required for a full separation I

KPMG reclmmends that a
review of credit
documentation and KO's
financial ability to comply
with the PllP, be set as a
Condition Precedent prior to
closing the deal as it will be
necessary to adequalely
assess KQ's ability to meet
its obligations in respecl of
funding the proposed
investrne nt.
KPMG has been unable to
conflrm KQs ability to
finance the PllP due to the
lack oI certain financial
information being made
available. If a second
restrucluring occurs at KO
this may result in greater
liquidity to finance the PllP.

Separation
matters

!o tqlle_p.Fge
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Financials

KES mn

Repoded EBTTDA

3(Nun-'16

6,957 A,748

11,636

9,700

1,936

13,062

1 1,009

2,072

13,841

11,480

2.361

(2,363)

(1.673)

17s?)

(2 531)

(1,509)

(3271

(2,ss8)

{ 1.548)

(484)

30^Jun-
17 30.Jun.18 3OJun-20 3(Nun.2l 3O.Jun-22 3O.Juo.23 3C

JKIA
standalone

Revenue

Aeronautic revenue

Nm- aeronautic revenue

Concesslon fees

Emplcymenl expcnses

Adm'histralve aeenses

Eslablishmeot costs

9,781

2,602

(821)

(2.100)

(1.230)

(587)

10,335

2.920

(865)

12.2121

(1.291)

(620)

10,928

3,296

{913)

12.459)

(1,356)

(6s5)

1 1,541

3,741

(966)

(2,660)

11,424)

(692)

9.386 17,309 18,504 19,820 21,255

The operator of JKIA should
be given KPls to increase
share of non-aeronautical
revenues. KPls should abo

Location of KAA standalone head otllc€ staff
Use of ERP and other syslems.
Novation of conlracts
Some JKIA employees are highly (specialised) trained and conduct trainings for the other aerodromes. It the
JKIA staff are transfened to the SPV, KAA will need to llll the skitl gap
How f,,ill transfer of pension be managed?
Location ofthe SPV has to be provided to transtening staft, this may mean a change in commule forseconded
staff and may have an rmpacl on therr chotce.
Treatrnent of cenain benefts (e.9. stafi horrsing and benefits) needs to be c.lear - for example, will housing
benefits continue lo be provided to staff, and if so. at what level?
v\4llthe housing assets in question willbe transfened to the SPV?
Settlement of any legal or contractual matteE that lay ciaim on assets that are t-ansferable to the SPV

orl is a national oint. V\rhal would be the im ct ot JKI,A bein runb

Some of the separation challenges to consider include

te

JKIA summary income statement (FYl6 - FY24, FYaT)



Wffi
JKIA standalone is a prolitable business, albeit, based on our benchmarking exercise. the podion of non-ae.onautical
revenue share to aeronautical revenues is low. We also noted the aeronautic€l charges 3re lcw compared to other
airpgrts.

include minimum capex
spend p.a.

The hEher trafiic prcjections
should be used in the tinal
transaction model. l[ such is

adopled then a concession
fee structurc of fxed + a
variabh tee as a % of
Revenue could woak.

JKIA needs to devise
strategies to maximize
revenues bY optimizing
passenger numbeG on each
flight

Traffic

KO 41,802

37.456

3s 703

629,885

51r,568

511.568

983,680

186.892

786,892

1,235,2:

990,036

990,036

1,514,932

1,245,612

1.245,6',12

65.6.49

64,064

59,485

82,800

91.480

85 399

101,864

132,090

124,141

123,3q

193,08 _
:

178,60

KQ 1,830.1s _
1,567,17

1 567 17.

We have looked at projecled trafiic at JKIA per the PllP versus our projections of potential traffic footfall. The lattel is

based on GDP regrcssion and shows a higher traflic forecast. KAA Management's forecast prqection is based on

their estimate of traffic growth, which is on the lower side compared to PllP. As Transaction Advisors. we have
.eviewed the detailed master plan and provided our suggested traffic and capital expenditure plan.

ll should be noted that JKIA cunently achieves air traffic movement (ATM) of 130,000 planes per annum but only
achieves a capacity of 60 passengers per flight. This indicales that JKIA currently accommodales smaller planes

resulting in lower than expected landing and parking fees and APSC despite the relatively higher AT[1.

The higher de,/elopment
cost should be considered in
the final transaclion model
as thas will impact on
transaction retums.
More importanuy, given the
tramc growth projeclions, we
recommend Phase I and
Phase ll development
commence simultaneously
and immediately.

Oevelopment cost

- Based on our technical due diligence JKIA requrres immediate development to accommodate the current traffic of
7.7million. We noted, there have been delays in planned projects al JKIA which is causing a strain on passenger

flou6. aircraft fiows and service levels. Therefore, we recommend the phased plan shown in the table below.

- The cost shown in the table (TA eslimate) is higher than the PllP and lhe KAA Management projections as we have
taken into account the 2018 key malerial prices in Kenya and the requirements in the development plan.

- KO's proposed investment plan is based on KAA'S 2010 invest nent plan and does not take into accounl the current
passenger volumes.

2034.20X7 2n3B - 20420't9.2022 2023 - 2027 2028.2033PEssengcr lralfic (000)

2028 -2033 2034 - 202034 - 20372019 - 2022 2023 - 2027Flight t.aflic (000)
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: - AE TA *? have considered two scenarios fo. the developmrnt of the second new parallel runway.
; - The first sccoario could be tie immediate d€veloprnsnt of the second run$ray without cnhancem;nb lo the taxiwEys: and the cunent runw"y.
: - Scenario hi! rvould bo to enhance the capacity ol the c1rnenl runuray by building parallel briways snd raptr exils.: fhis will increasE the c€pacity of rle c{rnant run nay to 17O,OO0 Ai14i. couptiC *tttr a plan to buitd 0ri seconO: runway in phEse 2 rvhich lNi[ become operetional in 2035. Passonger tsafrc wifl erceed 25 million at that poinl
i - Once the combined c€pacity of bgth runways have been rxcleded. cnhancement lo the taxiways of both runways: sha! be €rie{, out h he second piase. Ouo to the qJnent challsnge ot low passsnger occupancy per llight, scenario: 1 b prefened because it enables JKIA lo operate a higher number of ATMS, thereby assuring ltrat the passeoger
: trafnc grow0r that is forecas( willbe schieved.

Ph&e 1 2019 - 2020 Tenninal exparlsftro to cater ira an addtional 5 miiion passerEers
Creflnind B, C, O)

Enhance oJner{ runray
&*lallco caEo fac ties

76,692

Phr. I m19 -mz3 CorElruct gGanfidd E nind buldng
EntEnca carlp facilnbs

1.071,418

Ph!i. 2 2030 - 2035 Co.lsfud ncw padlel runyay
€nhanca bxi Yayg

Er*Enco gfEenf €ld lanrinal
Enhana! cargo facililiea

232,748

PhEa 3 m30 - 2035 CorEtnJd ncv do.icstic trfniml
Enhanca aaDo bcilties 92.522
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The KQ PllP model could be altered so that KO maintains a debt service reserve account which may be used for fulure timely
debt service, thereby reducing the risk of covenant breaches

The PllP do€s not include a detailed master plan. lt is the.etore difficult to ascertain the achievability of KQ's proposed

investnent ns

Aaronautical Gvenues

Non aelonautical

Tiaffc torecast

APSC

Capital expenditure

Assumes changes in the Conc€ssion Order. 1996.
Assumes an immediale uplifl in th€ price to compensate for the
period post ,996 and a turther escslation ot c2% pa.
Landing charges are assumed to be inc.eased by 30% in the first
forecasl year to USO 490 / aisan

No proiections have been made on the land side development for
the new capilal expenditure proposed.

Assumes cunent rates as stated in the Concession Order. 1995
Wbighted average Landing charge is USD 34E / aircraff

No projeclions has been made on lhe land side developrnent for the
new capital expenditure proposed.

Based on GDP regression and sho$6 a higher traflic forecast

Assumes colleciing APSC and increasing the clarge

Phase l-2019-2023 USD 390mn
Phase Il - 2019 - 2023 USD 5'l0mn

Based on KAA management projection and estimates of future tEfiic
grovrth
Domestic - 'l 1%
lntemational- 6%

Assumes only collection ot KAA share of colleclaon

Phase l- 2019 - 2022 USO 1.lbn
Phase ll - 2024 - 2026 USD 348rnn
Phase lll- 2030 - 2032 USD 150mn

KAAPIIP



Fna
oscR

Dividends

Key
outputs

The debl service reserve account is negative over 3 years from 2028
to 2031. The minimum DSCR in the investment proposal is shown
at (0.22).
V\ftile tlere is, al lhat time, a forec€st cash balance in the SpV of
USO 295 mn.

Maintains a 6 monthly debt service reserve account

PllP assumes 100% dividend payout lrom the year 2031 onwards
Hence there is no cash balanc€ left in the SPV.

Assumes only 80% payout.

Topic Description Key consideration

KO

KqA

TA

118,904

3{.359

34,359

155.579

56,544

56 544

185.905

87.267

87,267

321.927

178,660

178,660

380,613

5.9,476

549,476

451,761

2,327,331

2 327 331

Concession
Fees (USD'000) 2019 .2022 2023 - 2027 2028 - 2033 2034 - 2037 2038 - 2042 2013 - 2047

TAXQ KAA

Project

Equiry

20.0o/"

22.7%

20.80k

20 2%

23.1%

22A%

lntemal rate ol return

standalone
not s

standalone (without JKIA) will reqoire tunding since other regionalairports and aerodromes volumes anc revenues are
uflicient to cpver operating expenses.

KAA standalone to consider
incaeasing revenues through
increas€ in non-aeronautical

Moreover, one off liabilitie
lo remain with KAA which

s such as environmental remediation, pension deficit funding and contin genl liabilities are deemed
rcvenues and aeronautical chauire fund

33



Concession fee proposed by KQ reduces the KAA funding requirerients but not entirely. Therefore. we have presenled 2

other concession fee options which reduces the KAA funding requirements but nol entlrely

As the transaclion advisors we lvere not provided with all the tequared E&S dooJmentation by the Kenya Airports Authority

(KAA)and Kenya Airways (KO) in particular. il has been assumed that sorne aspecls of E&S management are deemed nol to

be in place, or not adequalely managed The absence of the requisite documentatlon o. proof that the E&S aspecls and riskg

identified are being adequately managed on the JKIA site, amplies that several signilica nt red flag items require attention in

the short term to ensure compliance of the facilty with Kenyan laws as a minimum, a nd to the requrrements of the lFCs

They may also need to look at
synergistic ways of operatiog other
airports to reduce costs, with early
retirement being an option for some
staff.

ll is the transaction advisors opinion
that the high nsk actions as listed in
the ESAP are necessary to reduce
E&S risks to a scale that can be
considered satistactory. lt is
estimated that ESAP action items
can be redified within a Period of '
months. but win requirc
lnanagement effoal and commibnent
to clmplete. The cost of this
remediation is induded in the
projected KAA standalone forecast.
Hou/ever, il is impo.tant that these
environmental remediataon is
undertaken Drio. to the transaclion

Environme
ntal

Pertormance Standards.
So." oitfres" red 11a9s require immediate attention and have been llagged as such in the Efivironmental and SocialAclion
pLn igsa1r) pr"""nt"i in orrr detailed Eport. ln summary, there is a mrior gap in the lack of identification, quantification and

-Gjti- oi ioi"nt"l site impacls. For exampte, and Iiiely one of the site's la.,est potenhal environmental,liabilities,_is a

sig;ificant quantity of hydrocarbon seen on the ground at workshops and in_the.storm water drains llowing onlo the road, as

"!ff"i " 
f"& of pir*fin; integrity tests for underground fuel pipelines. both ofwhich points to poor hydrocarbon management.

*111 ii" aii or soii, surface ina groundwater co;taminatioo. Until a Phase 2 assessment of soil and groundwater ascertains

the residual contamination levels. this remains one of the highest environmental liability risks facing the stte as a whole- This

is one example of a non-functioning Environmental and Socaal Managemenl System (ESMS) implemented lor the site'

um

requltement
dlng5 ye.6 5 years 5 yesnr 5 years 5 yea6 5 l91ts

FY19.Fi23 FYa+FY2A FY29fY33 FY34.FY38 FY39.FY/'3 FY41-F.'1EKEs mlllion

6,l3il)(20.039) (22.0871 (27,716) (39,847) (63,420) (103,026)et cash llows generated bY

standalone

'101,919)

(77.61s)

,2721

(4,976) (6.432) (6.239) (23,648) (5s,7E3)

230.114

228.061

el

(16.171) (18.397) (20.034) (27)

(15.082) (18,,145) (20.283) (781)

nano 1: Net CF including
s6ion fees from PllP(4,842)

hadow bid model (TA case)

rio 2: Net CF induding
|oN (16,0E3)

se)

rio 3: Net CF induding

fees ftom
hado$/ bid model (KAA

cession fees from (15,8Y)

KAA Iunding requircments under diffcrent
scenarios
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Operdting
analysis

As per the PllP, KQ proposes to engage an extemal advisor to assist in day-toiay operational activities at JKI,A. should the

PllP be sanctioned. The PllP recommends five operators, all seem to have intemational experience in both developed and

emerging markets of operating airpons, other than Flemingo lnternational, who only operate duty-free stores. As such

Flemingo lntemational should nol be considered lor airpo( operations. The airport operator determines the best way lo
manage retail space.
with ;spect to the five recomm€nded operators, as at the date of this report, KO has only availed marketing materials.
fnancial gtat6ments and letteG of intent with respecl to one of the pre{ualified airport advisors, TAV. Not onty do lve not have

any detail on the other potential operators but KQ Managemenl have recently indicated thai they now intend to ope[ate JKIA
themselves, using an operator only as a consu,lant or under an inlerim management agreement. This is a substantial move

from the PllP and there must be a risk that the operational expertise may not be delivered. especially as KO is going through
a substantial tumaround exercise/ second restructuring.
Govemment procurement rules suggests an open lendering process to identify the best fit operator. To thal extent we have

added the lollowing operatoG to consber during he tending process:

- Aena SME, S.A, a Spanish state owned company that operates, maintains, manages. and administe6 airporls in

intematjonally.

- FEporl AG. ; listed German company thal ofiers aiGide and term;nal management airport seqjrity management and
ground handling services.

- Malaysia Airport Holdings Berhard, a listed Malaysia company that engages in the development, management,
operation, and mainlenance of airporls.

- VINCI Airport SAS. a leading global airport conc€ssion holder and operator that recently acquired GaMck Airpon,
London.

- GVK Consorlium comprising of Mauritius Bid Services Division, GVK and ACSA Global of South Aftica, the cunent
operatoG of the Muribai Intemational Airport

- SovereiJn airport authorities h8ve regularly entered into concession agreements (via a SPV) with private sec{or
consortium (consortium comprises operators and funders), in 8 bid to make the airport operationally efllcient and

profitabh. These concession agreemenls are between the airport authority and a private sector consortium. Wth each

houing an equity stake in the SF/. The private sector consortium in ecls equity into the SPV so that there is 'skin in the
game'. Typically, there has b€en initial consideration to fie airport authoritylor the contribution ofthe assets to the SPV.

h is pr;posed, kO operate JKIA The reason for airlines not oprating airpons is to avoij anticompetitive behaviour on all

matters, including slot availability, space, seryice, cha.ges. etc. However. there are varying opeEttng anangements seen

where an airline is indireclly involved in operations of an airport by virtue of joint owne6hip by the respective Governments-
Examples ofthis have been at Addis Ababa Bole lntemationaland Hamad lntemational AirporL There are examPles of airlines
operating a terminal within an airport such as Sitverjet Aidine in the UK, however, this is not a typical operating model lor an

The decision to appoinl an airport
operator needs to be made at the
Board level and a public
prccuremenl process should be
undertaken lor such procurement
contr^acling.
There appears to be uncertainty as
to whether KO is to employ a.
operator to run the day to di
activities al JKL{ or to engage an
operator as a consul'€nt. This
should be darified upfront to ensure
there is suflicient expertise to run
JKIA (a national asset) in a fair and
transparent manner as well as
efriciently.
Airlines do not, typically, operate
airports or hold a stake in these
SPVS. The reason for airlines not
opeEting airports is to avoid
anticornpelilive behaviour on all
maners, induding slot availability.
space, seNice, charges, etc-
However, there arc examples ofjoint
ownership of an airline and airport
by Govemment.

Secondment option

- The negotialed approach should
use the secondment pe.iod as a
'test' or 'condition for a concession',
as opposed lo a pad of the
crocession period-

PllP cJarifications are essential in the lollowing areas:

- Placement oI JK[q Head Office staff in he proposed SPV organisation structure.

- The detailed SPV oeanization structure has not been provided, which is essential for determining which staf, wilu are required
to transfer.

- Criteria for seleciion and retention of seclnded stafi needs lo be known upfront.

- Clarity on the policies and procedures (e.g- disciplinary, code of conduct, etc.) to b€ applied during secondment should also

be provided
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What to note:-
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For the last ten ],eors Kenva Airways pLC has been making loses.Kenya Airways pLC owes Kenya Airports Authority approximately Kes:4,8s3,625,3s3.68.
Kenya Airways pLC revenue base is. approximately Kes: 120 billion annuallycompared to what Kenya Airports wtrich is f"r, f O Uiflior rnnually whileJKIA being part of ICA.A sen,
rh"b",;;;"";;";ffi ;;;xlflTr:rfiJiff r["H"H,lll",*"i:il;,
than equities.
The exchange rate o[ the USD to KES is I 02.
The monies in dollars are charged-at the intemational rates (landing fee, airsideparking fee, take offfee, aeronautical air Uriage;.

These are the debts:-

US

23 58s 908.76

23,585,908.76r 102
40s,762 .693,s2

2,447,862,660.1 6+2,405,7 62,693.52, =

Kcs: 4,853,625,353.6g ItiIion

YEAR KESKenya Arrways Lim itcd PLC
lr Jarurry, 20t0 ro Jor Jaflusry,20t9

648.2845s 23I(enya Ai
Limited

rfreight Handling
In July,20Oj lo 106.trnurry, 20 t 9

Afri
Lim

can Carg
ited

o Handling
l' Juty, 2m7 ro l0. Jrnuary, 20t9

247 80,600.84

41 1.04744 649Airport passenger Service
A.P.S.CCha e

000.001,000,000 ,000

660. r 6
1 447,862

TOTAL DEBT
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Kenya Aviation Workers Union
All c.xrc{,,oi.lor rto{td bc ad.}6rcd t i dt \aucr'} (rcrxrej 

t.*t lt.

fiIi,1.fi"'=i'
tr.t *\ f.tt
r.t atrr rt lrl

lho M,tn.rglnf orrr'(tor & C.E O.

ftoyd Alrporl.. Autho ty,
F,O 0or l.r(xlt. 00t01,
t{Ati@1.

2t*'. tlo'r.l0l8

Ocrt Sli,

iE: ttFoirto rAlE(rytl Of ,IlA By tt v^ finw^y( pt C

ll halc(,nll lo out atlcnlion throuth lfi'll medla ralotll and o'rr rr'ertbcrt 
't 

('aA lh'l 
'omo 

r'$r'tri
lnlrrnntion.l Airport li ln ihe procerr ol b.ln! l?rrrd/ rrlen eer by Kanyi turr.fi PtC

4., you are iwafc, l(cnya Avlation Worlerr Lhlofu hrr.r rubi,rllng tetognrtlon Alre"rnenl *Ilh VOu,
ort!nirrtl()n. tn lrne wrth orr? mandrt€ ol reprciertrng end rrretuardrng th? rnt?rtttl of rmgloya?r, w€
arl to b. grven the ,olbwin! lnloirnatiofl:

Wheth"r or nol therc ara tuch phnt lo M"[e/lcEa ,xtA lo (q.
And if ro. tfiG tt rus rcpod ol thlt proce$,

Wh.rh.r 3|ctr OLnt will h.v. .ny bcarl$ o,i arngbyc.r Id |'Ert Da|Eiraty tO thc Ufian$tola
cadre.

I

I

Your reiponte witNn scrGn 17}drvrof l,lk lqt rrt b. .!}prc(hd.

Yours n(croly,

t*L-
I

Moir lldiema
laoccyGcnerd
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*,' Y.ii
i: :.{4,
I li trtrSrr, .* it.'
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RIGHT OF REPLY
Sunday Revierv 133

ProposedlXtl dealinbest interest of KenAq.I
f!-lher€ has been a Iot of

! sf,eculatjon about theJ. proposed (note proposed
only at tlfs stage) Private l\hti.
Parrnership (PPP) between Kenva
Airways (KQ) and Kenva Airooris
Authority (XAA) for the oDerations
of lomo KeDyatta Intema;onal
Airport - much of it ill jnformed
inaccu.rste ard, quite hoDestlv.
damaging for both parties an'd'
Kenya.

,Hi,:1ffi:i:;m:,#"r',
ls that the position of IKIA anrt
Nairobi as a frJuncial and business
hub-has been deteriorating over
me tast Io years. Just look at whst
-EttDopia is doing at its revamDed
Irole Airport. Both passengeri and
cargo are moying to Addis Ababa.
t /nya Because thei! Governrnent
has decided to invest ifi botir rr(
airline and airport 8s a stratesic
move for the ccu::tlj.. R.*a.di is
oorng the same.

- -' 'ftine.rspn

fxm:*m,,
, informed, because most

people are not aware of the
challenges facing our airline
and do not understand
the process of a prir,atelv
Initiated public proposai."

_ Most of these comrrents are il.l
rnJormed because most peoDle are
not aware of the chsllenEes f3sijtE
our airline and do not u:rderstani
the process of a .Privately Initiated
I,ublic Proposal. This is onlv e
proposal only at thjs stage ;hich
n€eds to be reyiewed. analysed and,
if_thought to be in the besi iDterest
of..Doth pafties, approved. We are
sru/ rn the proposal phase and to
ndrcule it at Ihis slage is premature.

'.t tus is a well-thoueht-orrt
proposal afre! considlring a number
or other options. This is considered
to be the tlest option for Kenva as a
whole, XAA. Ke and all the variou-s
stakeholders and shareholders. T?ds
was not done to protect anv banl{
or individual or family but i clear
busiress decision based on rhe
proposition rhat Ke should be seen
as a strategic assel ofKenYa (et,en
though it is onlv .r.8 ner cent 

^o.ned

Pride of Africa and to grow this
arrline and this indust:v to be aD
r,lnport-ant component of Ken],a s
uross Domestic product- It is
dissppointing to read comments
lrom people. potiticians, union
leaders aDd business people thattr[s is a corrupt dea] that witl
benefrt a few, thal will desEoy XAAald KQ and that \a.ill lead to ; Ioss
ot robs.

the most imponant and Drofitabte
asset of XAA without eniurins
that the authority receive an "
appropnate concession fee to allow
them_to continue to operate aI the.remauulg aiipons and airstrios
cost effecti velv_

Ttris concesiion fee will be
part of the negotiations. which
are yet to begin, together wjth
olner lmportant criteria su.h
as iob protectioq service level
agreements, comrnitments to
b'li]d and/or improve rile I}(la
termirals and inJrastructure and
most importantly, to treat all other
arr[nes equally 8rd conectlv in
exactly the saEe rnanner as Ke.

rJesptte the varjOuS alleEations
there will be no job losses Trom
either /KlA or Xe but indeed
we estimate that there wi-ll be an
rncrease in the number of iobs intie Kenyan aviation indusirv

we are forecasting that th;
number of XQ afcrsft will tlo htp
over the next five years. tbe
number of jobs !+ill increase over
the concession period to more
than ].ooo from tie 9SO currenttv
and the n-umber of passengers oii
lhcrease trom 7 million to;earlv r2
rrulron by 2022 and to lO million bv
tne encl of the eoncession_

Emi-rates and RwandAir among
others

fte proposal \r,!.:ia!. .,,.,
injtiated by KQ, and suDDorted
by the Kenyan coverru;;nt
through Cabinet approva.l, was
hrstly to reposition Nairobi as a
maior Africsn hub for business
grrd tourism- Businesses would
nnd it convenient to place their
headquarters in Nairobi brileirq*ith them new robs. more - -
Opport unities for XeDyan compsnies
and tg make conDectins throtrph
Nairobi easier aDd sim;kr.

Tt)e second oblectivi is to
increase the jmportance of IIUA
lll terms ofpassengers and other
airlines by improving air-r,orl
facilities, terroin a.ls, -runwavs 

arra
ancil.lary serrices. Ttris n.ou_ld bring
additionaj revenue not only ro JKIA
Out also to I(AA and Kenye Revenue
Authority.
. The tllird objecti\.e \r,as to
nnprove lhe financi3ls of Xe so

cj.ijtiro roin its ileei
and the network. cnabJingjt to oFfcr
"lo:e destinaio:rs to hoth XFn|an.
:nd \:isitors a:d,o--c.c.r,r .'r .rl
llaring 6eld silh (,ther -.j:-h..<

What is Kenya doing? Hsve vou
seen the state of our ajrpon? 6o
you know that Ke.s operating costs
are arnong t}le highest in the \r,orld?
Kenya allows everyone to flv here
but we, as Xe, are not afforiea
sirnile! rights in our neiEhbowine
arrports. Do you know that we cair 1less than 3 per cent of the carso
IeaYing ,KIA? Do you know th;l
toreigD air-lines a:e Clowed to carn.
cargo from Nairobi to ajryu,here in'
the world but we are restricted?
Do you krow that aU revenue from
a\iation in ou-r competitors. atiatioD
nubs stays within the hubs and soesto mprovirg both the airline ant
airport? The essence is to creatp
a system where all the assets are
suPf'ortihg each other t<,1 :^i-., ,
heip (Q? Yes. of course
. l'es, we hsve made rni<trIe! avr?

the )ears - we have ne\.er admi cd
tllat this js a unique tndusrr\
rcourrrng sFrcial sl,i;is enci inrn.-jal
)nvestnents. U'e hare ;rot inteslcd

tn our staff with the result that now
we have to employ more ex?atriates
rnan we u ould like

Ure made some bad 6nanciej
decisioDs in the pasl which u,e are
Dow try.ing to rectify. The fact is
1:,i 

".{:"^q::1"1 
e.o\,r' (,ur network,

"ni oii.r"n, *" *ir r..- i","*iiia'
aver ihe r'tc\1 ..,(,;rs i,J lr(uumi:ta
smaller and snraJler an,t perhais
even cease to e):irl.

I car)tc (rn hoard !s Cnairmo
cf I.iQ tc resiore rhe pj.r(,e in th.,

In .^n.l,,Si^- I bil:.r.r:;:i :l:.
cunenr ppp proposal js in the besl
rnrerest toremost of Kel1\,3 .,i,1
}(en) ans, business. touriin ai,d t,iil
lncrease rne c()u|ir).s GDp.jd.h as Ethioljan, eat.r. T\rrkish.

ai i;1f Gu\,.i.lrrocnt or.Ker)\,a aDd
hlence the Kenyan taxaayeit. andir,(,iu r,ts atrrc lo (\,mpele On i letel
f\ia\ tng iejC u::h 3ilincs ih.ji .rre
n'rost,\ tO^ per ce:11 Strle ^: ii.Jl(,gelher wilh their 3irDorl-s

Thrru js no jntentjr)n tn 1al e i,.\ er
The writ
Airv,,ays

er is the ChairmEn la€:ir^
3oard of r,nc.,. ". 

-



KQ CEO Office

From:
Sent:
To;
Subject:

KQ CEO Office
28 February 2019 12:37
KQ Group Members
CEO Staff Communication 

: Myth or Fact Sharing the Facts

Dear Ke Family,

We have been

n what we do here
We must endeavor

going lhrough considerab
ambitious and u
but also immen
hat we stil, ne

at KQ an

ed to do

to see th

rgent pla
se oppo

more. Each one of us
d reclaim the pride of

rtunities and to date,

le change and transforma
ns to turnaround our

we continue to see m

tion over the last co

arked improveme nts with

ahead with the
had challenges, company,s performanc

uple years as we for9e
the expectation t

e and fLrture. We have
meaning i must do much more Each one of us must findcompany a great brand andsense of belon gtng to otr
of our

ons as a company and

company. But we can

mily. We must ftnd ways crea
not do thi
Individuat

at the success of K
te a sense of urgen
s withoul Vour commitment _ to our

cy in ensurjng lhe

ts our success; Individually,

survival and
as teams and as
eventual thrivin

one Ke fa

asptrati Imtssjon, our values and ouI
As management, we have

that we must ma

facts, and the re

company. I howe

assurance
ke to chan

ver comm

ge the tide and soar

not always provided
it to provide re
that is required duri

gular updates and commu

you with sufficient communication about the
ntcation to ensure

gorng-ons in th6
You always have the

ng times of chan
to greater heigh

se and that this is a t
as the pride of Afric

ts

staff includin
As such I want to start by dispelling rumou rs, misleadin g information and ,alsehoods b

ransformation journeva
g on various social media forums and the seneral pUblic

rmation on s

at hand. I am t

. Unfo rtunalel

everal i

y, the
heref

SSUES

ore persuad
se are being

ed that it

peddled

by persons with very tiflte or no knowled ge of facts of the matters
etng shared amongstrs critically important to share with you the facts and additional info

Below are some of the queries lhal we have received fro
uefles/questio

m you and th
ns

err correspondi ng fesponses giving the

accurate position Should you haye any additionalarea, I encou
h

q

nications tee a-ai
or would like fu rther clarificatrons in anrwa s co EQ is the acronym for Emptoye

m are at hand to respond to you wittrin 36 hours. With th ,s avenue

ar)y possible ad

ngements includin 9 iflvesln rc

pany or I

nls
eo al entity wi

whilst not compromi
th the pur

slng the

pose of
ures that the Ke

verse impact o

group and sta
r risks
ff are nof ln any way comprom rsed and a re hencehe SpV in otlr current context?

(f,llP) are a(rf
if thc terms of concessionl).,lween K

Queslions and our commutreing open to you, all staff

rage you to c annel thesetoE ken
v"his will ensure that you have the

shall have
fu,l

d productive

eq

g and designe

ual and first_h
informalion a

workpla

d to cre
nd fact
and ac

ce, considering t

d find be
ate unne

cess lo acc
sonke

fter wa

y tssues, an
cessa

urate infor

ys to en
hat we

ry tensions wit
d not info

all s
9ag

mation dire

pend a large a

hin our com

ctly from Ke

mount

pany

e
distorted ,shared in bad fai th, mis,eadinWe now

eating a ha

must focus on
ppter

the
, motivated an

rmportanl things we need to do an
rmation lhat iswhilst cr

of our time here everyday e and resolve issues
Here are my responses to some of your ke

facilitatinO t

largely mis

This is a ter

What is a Special

underst
1-p may

1.,.-,rent com
ood. Sim

Purpose Vehicle?
have seen in

pany's fina

ply put,
the media as

the SpV i
ncial arra

y questions and concerns that I have become aware

s a subsidia
well as social

ry com
forums. lts rneaning and implication has beenwhole KO gr ot

prolL.cted ot sl )ielded from

What ls the, rol€ of t

h

lD otrr gg11.E,,

assels arld (,,,

tlr Jltis ens

I contex
et,tl rtpon

and KAA, theSPV w,l
rn the p

be created
roposed prtvatt.ly lt uliated /nyestm

i [s :,r r/;. ;1]
ent Proposa/ot will be to manage JKA,s

)a:r :!liot ts As l/le concessionaire that is, the entity charged wllt rLtnning the operations, the



:,i r:,jl"n:::'onsible 
for all JKIA operations, save for those of the Kenya civir Aviation Authority or any

ffit!:?:t**ffiHlif[l want to €ssure vou all that this witt not have any impact on Ke starr as you are
;;;;;;;;;i;;;,:,il:J'"1;".#,1i"'*:,j;.::y.:1jff:?:x1il[jffi":Jti"^"Ji["lr;.xQ.o,u "',fil;i
will the salaries of Jl(lA employees be reduced after the transa_ction? won,t they rose the pensionscheme benefits that are to be granted to tn", 

"" 
prliic servantsZ

Not at all' The salaries of JKIA employees will not be reduced after the transaction and the public privatePartnerships Act (PPP Act) provides that the r".onoua ur-pioyees are deemed to be employees of the SpV
3!!;n",, 

*,," not be lower than their currenr term. ,"o1lloiii"", 
"";;ffiil;;;;ili'ilIrutr"lry rs.."uo

Are there any plans to declare Ke employees redundant?
Let me disper this rumour ongg.and. fgr ,lr. Tlg privatery rnitiated rnvestment proposar (prp) does Norpropose for any KQ staff to be seconded to the sPV onuoitii" underlying principles of the pIp isto increasejobs and provide more employment opportunities for Kenlans.

we have no plans to declare any KQ staff redundant on accourl of lhis transaction. ln fact, we are in theprocess of finalising the recruitmLnt of 100 ;; fliili;ti#ants and hav€ advertised for an aoditional 87ff:fi:Ti*1[,,:;::"" rhis is informJ btl; ;;ffi;;i expansion 
"r 

o,,' *i.,,ir'""i our ambitious

How many aircraft does Ke really own? There is a rumour that we only own 3.This is preposterous! KQ has a flee.t of40 aircraft out of which we own 20 aircraft, 3 ajrcrafl have been fullypaid for and the remaining 17 aircrafl are stiL;J";;;;;;; 
"rrangemenl. 

witrin rlre aviatiln rndustry today,rt rs very uncommon and even considered tess ousiness sa',riy,tolan aiaine io;;i;ri'il; ,t. own pranes.The currenr rrend is for airrines to.sign r""";;i;r;;;" 
"i 

rq1".1z years during wnic'n ine pranes are herdas collateral/ Guarantees as the alrri-ne pavs ti rn!I"]i" i, r""trrr."nt". rnii.iL*.',]" io-oltirrry u"u o*limited financiar resources ror o^trrer invesime"i. ;i;; n"t*"r1",,q"-n1il; fi;"r$ to buying theaircraft, which would mean significant casti o,,,lhy ili.';;y'^ot be tenabte for us as a company.
Remember' opening a new route may sometimes mean thal.an airline may make losses on the route forsome months or even more than a year, as it estabrishes itsetf a.nd gains ;;rk;l;;":;"d'contidence andmost importanrv have a return on irvesimeni.-es iio,;';;" had to go through this as wer.
The reasing concepl is .,r,'"r j:.110y.e mortgage where you. sign a. contract and are arowed to rive/useffJ,"^,"Tfi:T,i"#iJffi::l;l;.;,JS;;;;,.1";;ffi;lno on.u the payments aretJiy maoe, you rury

:rH'ffi;"ti.|li,lff:T* lwant to confirm that we have since fuilv paid for 3 aircraft and the other 17 are

ls it true that lve have reduced the New york Frequency of frights down to 3 frights per week?This is absorutery not lrue! we as a business, opted to adopt a ..:".g1?r cycre that wJuro either nave 5 flightsper week during the tow season. or z rrignG pLr weeii",iNi tnu hign ;;;;;. Thi.l;in".., .y.," u",tu,enabres us to optimise our investment rn-iil; I;,;.ii. ;ru'in", ,n" New york route uernl a new roure forus is vet to be prof[abre. This is expecred and with tne ielsonrr cycre we ;;;;;ilffir:vemenr in ourrevenues as passenger numbers and prices in"r"a.".-n7Ja"n?ipate this trend to contin-ue fJrat teast another12 months before we are able to utuit 
"u.n 

r.r,*'V",'r"iJ'J'i""u rou_te and is very strategic to Ke and ass'clr we remain committed ro ir.and *".r'rri ,,,,,.t'o.ii"i[iv r""o nsntl"o iliiil;;::r": we are very.ptirnistic that this will continue. to oe-a strateg il';'rie 'io, "us 

.*irn promising business resutts as wr,tt asprovide great connectivity experiun"e to, oui.rlLr"##ti" tong term.



IlT:T":{i!i""#y?"'xlr:lJfffi1*1'i;1],1:::"Tnt does not wanr to end o,,tsourcinq.marllstream and converted to permanent and pensionable:Ifl':.r""t would be 
"o"orr".i-in]o 

'iit
rt. is true that r am not in favour of insourcing staff and this has been a topic of discussi
&1'iffi:&:T#Ii.,ff r?,"!,&t"i,.1*r*f 

;1,;Ulttiiifi *,:,.i_[:.fu i,,,,:rff #i##'!or 
more Kenvans as ress number 

"r irn. *rri" .rril1;.".,. ,"rrt oiin" r.i#JJ'io.,. one or theyil$liflI3 H:ffiJ;1li::JlJ'#iitf jl'-""",,,T11?li yl-:r 'r"r;di;;;;;t,ts rheir sovereisn
increase salaries by 300% as a businesl *ni!i""iin.'Jjrlr.f nv.ans, lt is therefore not prudent for. u.'towork with KQ and 

-further 
ueneril rrom tne'ffi;;# ilii:.:]T:_denvins 

many Kenyans tnu opplrrr"itv iJarrangement. rrurrrsluus uulsourctng opportunities that we provide uno", ir,i.

6;lr;:"t:'4"nt# il:#'l "uo 
tg h?v9 converted tle-,no:t oursourced srarr into Ke mainstreamszi ro..","i coL'""0" ;.i";ifiHJ"ilH'J[?:ii:"lJil?f,no,, "i6,;";;i'ru'il), ,u.o,o"o o,",.increase in emptoyee cosL and ltriint ir,ii *iii'n;i:;:il,1.y: year conrracrs. r have seen rn" resrrt;n-gthat by simply revising the current cBAs *" *"rrl"i"'i"'s to creale more iob oooortunities. My view isopportunities. wuuru .re ln a better position (o facililate these .;iil;;;i

E,;fiqlE:y:1i"31,1ii3;',t 
MoA crearrv stipurates thar durns the,2-year contract period (due to end afterpe,ioo w"iiJi;il; #;'biJ';l llfJ"J},ilH".Tl."""n*tlkl"1jlii1li"ffl," initiarconrraii

1]:" q",11 was it ever discussed that there sha be no outsr
ff il:l:ili,,,xili,tiflL:ili,,,ffri:".,.;f Hll[##:l;id"m";*i:,mfu #i:,i;f Iand r inrend to keep this piomise and not 

"rgarc;ar'i;'J ;;i: ,"o accurate posirion on the ground.ls it true that the negotiations have sta ed?
Illt-.,:-.1:, true. 

.Managemenl hetd discussions wirh the Uniconducting additional data an

rffi ,,#"&[liliiiit:,"Hldfl"i;::nn##trr#::L*L],:Hiilffi lj:["g".Hti.;[i

Aii',{!83; Li??',T?[,ilU,::.sr-y .ro, 3 meerin s with th
remain iommitredl;;il#1,:. not toattend iJoriiil"""c,l,,"",3,:Tj.fir#"1?:rr,:"ii5#.:j5:
oarties. We 

"r; th;;;#;;;"""J,.r9_and 
resorvins any arisins is

;;;,;;';;",",::::'_,*:x:":*::ffi 'dil; ivff fl J'rJ?:.n'1ru:ni:ill
and on any key matters regularly.

Yours sincerely,

Sebastian Mikosz
GrouDManaoin q Di rector&C o

3



. Directors' Remuneration

INFORMATION NoT SUBJEcT To AUDIT (Contlnued)
Dlrectors. Contract of Sarvlce
Thc tenures ol the Dlrectors ln olflcs at ths ond of the cur.ert llnanclal p6rlod are tabulatod below:
Dlraclor

Mr. MlchaelJoieph

Mr. Sebastl.n Mtkosz

Mr. Joref Veenstra

Mr. Jason Xap-klrwok

Ms. Carollne Armstronq

Dr. Xamau Thuqge

Prof. Paul Mwangl Marlnga

Ms. Carotlne Musyoka

Mrs. Esthor Xotmett

Mr Martln odour O ano

Mr. Nlcholas Bodo

Mr. Festus Kng,orl
(Rtd.) Malor Generat M. Glchanql

Dh.ctor

Mr. MlchaelJoseph

Mr. Scba5flao Mllosz

M.. Mbuvl NOUnze.

Ma. Joief Veenstra

Mr. J!ron Kap-klrwok

Ms. Caroline Armstrong

Dr. Kamau Thugqe

Prol. Paul Mwangl M.rlnga
Ms. CarolMusyoka

Mrs. Esther Koimett

M., Martin Odour O eno

Mr, Nlcholas Bodo

Mr. Festus Klog'ori

M.s. Wanllku Muqane

Mr. Ron Schlpper
(Rtd.) Maior Generat M. clchrn

St.rl ot Contrrct

20t6

2017

20t7

2015

2011

20t3

20t7

2017

2017

, 2017

2017

2014

2017

eport
(Gontinueet)

Notlc. P.rlod

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

Tot.l
Kghr. OOO

13,500

46,694

66,824

963

1,407

t,233

395

351

108

End ol Cont..ct

2019

2020

2020

20r9

2020

2019

2020

20t8

2018

20t8

2020

2019

2020
At the prevlous annual general maotlno (AGM) thareholders voted lor the adoplon ot the Dlrector!,remunera oh (hrough proposaland tecondment on the lloor of the AGM.

The 
'emuneratlon 

of all olrectorS ls subiect to reqular revlew to enrure thafleveri or remunerauon and compensaaor] are appropriate.
TNFoRMATT.N suBJEcr ro AUDrr 

I

The remuneratlon pald to Dlrectors ln the perlod undcr rcvlew and the prlor ye!r ls iummarlsed ln the table b€lorv:3l DecembGr ZOlT

Srl!ry
KSh.. OOO

Allof,lnc..
KSht. OOO

Fatt
KSfir, OOO

t3,500

Comp.nr.tlon
lor Lo.a

KSht. OOo

V.!u. ol
Non-Crh l

B.n.llt.l
KShr. OOO

24,630

6,701

t8,631

538

568

742

56a

395

665

555

395

351

64

343

737

3

58,848

44

44

699

786

655

742

l3!

64

623

395

t32

108

699

?86

1,27A

1,t37

253fottl
ql

3t,t3t

P.21

17,240 54,848 t70 t35,746
24,t4g 1,



!ROM

.(,n,naov. tnterrm ManaEement.tlgllllgggg[ra
Addressi ul. Welnlanr 29,

02-833 Warisw, poland

T.r ldentifi cation Number: pL949090GE77

Sen,ices in February 2018 as jpectfied tn the
Agreement tlgned as ofJanuary 2, 2018

trsluSira mieslEc luty 2018 zgodnte
z umo\^,E ! dnla 2 ltycrnla 2018 r.

Payrnent method: gank taansfe.

Date of payment: March 10,2O1B

Bank account number: pL 8S103000190108400471058461

Addltlonal comment(

TO

Company: Kenya Alrways ptC

Addresi: Alrport North Rosd, tmbakasl,
PO Bor 19002.0501, Natrobt, Keny.

{utDl

0.00 10s,00

10a.000.{

!.08,000.(

Totalvalue: 108,000.00 USD

Onc hundrad .nd !l3ht thouaand
Unltad St.ta3 dolhrl

INTERIM MAI{AG EME}TT MONII(A XIEtTY(A.MICHNA

- ,/?),/c1 ;,t1J,.,
) t ,, t

Oa1zt,/o. /t;c ffi[a

ru30)
(urDl

f,

1
Unlted 5t.t.t

dollart

lusD)
108,000.00 108,000.00

lncludlnS 108,@0.00 uso o.m

TOTAI: 1.08,000.00 usD 0.00

xINYA AIRWAYS PLC



ul . Por owa 12

42-256 OlItryn, pohnd

Tax ldentification Numberi pL S732S018S6

ry 20 18 as speclfled h the

lsiuc datc

TO

Company: l(enya Alrw.yi pLC

Addrers: Alrport lllonh Ro.d, Embrl.rl,
PO Box 19002-0501, .kobt, Xeny.

Totel veluc: 82 0OO,OO USD

El8hty two thou3rnd Unttcd St.t.r dola.r

02l2O1a ft|arch r,2019

Compan

t--.,rt-

greemenr tlgned a3 of Jenuary 2, 2018

U5lu8r.a mrentc tuty 20l8 r8odnte r unowi
r dnla 2 rtyc.nta 2Ota..

Payme'1t rnethod: g.nk tran.f.r

Date of pnym€nl: nraich lO, 2018

SanI accoL,nt numoer: pt- ZO 1140 2OO4 OOm 31f2 0196 7694

Addlllon.l colnm.nt.

8: OOC

82 000,0

t2 000,0

,t/l---'lI tr
,a"l*t -2.{

FROM

MlchalSmlerclak

0rDt
t*t

1
Unlt.d Sl

dollrrr
(uso)

82 0m,00 82 000,m o,m

lncludlni: 82 @0,@ uso 0,m

TOIAL: 82 mo,m uso 0,00 (

XEI{YA AIRWAYS PIC
MICHAT



\
Srr l.r n:r lil.rr:r

tsiirttct,

Irrr..r,lrr.rrt.l,Ilr
i rhh,.'l).,5Jl7
r'.{ ). lr.,\ l,rr)t}l.rt(t:.,r I
I'ntl'. L,tsr li.rtrr.Sr li. :rt...

rNl,ot(t: t-on nA0lIcT DANTIi - $Al' 20r R

a'lX: tr05l fglll I lll

Alt rrllll,|: S(ltJil lJn $ttk(ry

Ir.rrr. -:rr', ll.',, _r! I ti
Int7,:.d lio Slj(;I.,/lt) I / ir,t.

I'(l Nrr r:r br:.
r.r,-tr I l -tUlrlpr t.,.' Llrtlt

('1tl..i. l'rrrl.. t"'o Ol! I r.r,-
I

I

I

I

rrr,iil
lso I .r;: I

"_l 
trr(ltl r l

ll.,r:.t.0ll
r,1,.( ) I I

IStl
ri-'lr.rr,.r.l llrrrlrlr.-triolrrlr rilrlr

.(rr'.,r-1rr:hl .r:t'l l,lrrr.r(r. t(.llt ( .rr( (1 ".1t Suh Tot-rl
, ';. r vri'l rrt lrrrt ,

' - 6. i Total Drrr.

r Ist) Jo ''U I llsl)
i U\r!I ttr't,
I r r:,r r

l- rrs,,

,t\().;0 |

.),{r,t.?0 i

i',r,r.,i I
lo.97e.O5 I

Ilcarc tr.rnstcr lrS Dollilrs Tcn Thous"rrrrt Nlnc llrrnrlrr.rl Slrrcnry Nlnc rnrl t:ivc Centr Only.

ll,rRrNf; tllsrnu('-t toN{ r(}R TRrtNSfFItf t l)Ot t.tlts
Plt'.rs( prrrritlc lht' loll(,rr'rn[ instrurtions to ]'our rtnlrtr(.r\ \\'rth rr[Jr(l\ t(, lri.in\[rr' rr! lu1,(l\ ||l
Kcnya Shllllngs ,lnioun r llSD 10,929.05

Illeasc ;lrovtde rhe l()llor|lnE lnstrucllons lU y.ru( tt,nitlers r..,ttlt t rgarrls to lrJllsttr r)l iun(l\ rlr
UStr:

Amount usl) 10,.)7.r.05
NIC llrnk t.rd

Eenk Code 0rl I
Brendr (iarllcru, Narnrll. XcnyJ
Eruch Codc !ts -.._-..

NINCXENASwtftCode
Account lVafie Salatna fikira Grou Lrd
Account l{umbcr to0t 1o7778

furvorccd prcparcd hy !"tir i ,,,r.ri.'.,ir ,l . , .r,.r.rl hy Dishtrn lrllhind;r

EencOcle Eank

l,'r. I li.,-,:. l..r!r.'r. l\.,
.., tr . l.r,rrlrL, r,,



*,\,4',/rI1.isrr" '.tffi
PRISS STATEMENT ON THE OIT'NEIISHIP OF KENYA AIRIT'AYS'AIRCII^IrT

FI,I]ET

Sutnntary of Ken1,a Ai1,,,ays l.'lect Structurc:

Kenya Airways has a llcct of 40 aircraft as at the date of this l)ress Statement.
'l'lrese includc 20 aerrplarres that are dircctly owned anrl opcr-atecl by Kcnya
Airway-s, anrl 20 aeroplancs that Kelrya Air.,vays lras leascd lrorl rrthcr irrtiries.

Irr ;r birl lu arlrlrcss o,crcapuciry anrl to optinrizc thc utili?ation or its asscts,
l(t'nya Airn'ays has lcascd a nunrbcr of its aircralt t(, othcr air.lines. oI rllr 40
aet'oplnncs in its flcct, Kcrr-ya Air.rva),s has^ lcascrl tlrrce lloeing 777-300Ht
acrol:larrcs t0 Turkish Aillirrcs, and one lJoeing 7g7-tt Dreamlincr to on)an n ir.,
l(enva Ainvays cants leasc t.r'nlal incotnc liont Lhcsc arralgrlnlrnts.

Eoclnr 7rr.:lo0 tB

Soclnt 7tr-8

?

(,

6oclnt 73r{m

Bocht 7lt.r0O

Bo!lnt 737-3q)

,otlot 7ar.30OF

Embnar t90 lo

20

6

20TOTAT

3

t
I

2

1

2

rt

K;i:.



I

I

tl

ll
l

i

l

L

OWNED AIRPTANES

Kenya airwal,s pLC owns 20 airplanes and 17 of them are ,inanced as shown
below:

locht ,lr{ I frrro Ud lorn rtrudu.! linar{cd byl

| . City BrnI NA r

. JP Morf,an ChlrE baol I

t
' Afrenm Eank I

' Sodnr ,rr.30o

6
i

l

l

I

l0

!

i/1r.,,,,., tn,'

t.:,. '.,..,.. ' ., , ."

tl, t t o,. r- ,,..,

lr$brr!.19O

' ioGla! ,B7.tm

Srmturu Ltd to.n rtruslura rIla,rrri.l bv

. strnda.d chan.red 8.nl lntt, ,

.  frlrrn Blnt

fuly prld ,or

I

I

f-

I

I

LEAS[D AIRPLANTS

Kcnya Airways P[c has 20 airplanes thar are reased from 1] different Lessors.

Avlltlon Aptrrl crou, I Crlllorni.. USA 297

6t Opltrl Avltalor Srwk.r
(Gr€Asl

C[ha D.ttlormai,rt ! l
(cD8, trl{nt

M^COUlilt AkFtnrn.r

Gorhtwl Arrlltbr

atf,caF

Dl'b.l AGTorpa<G lrterprk.
lr ,if I

Ouhlin tr.tind:,&
Coon€crl.ut, u3A

ncij'nt. Chrni

Sydncy, Auriri!a

Dublin Irelm{i

Dublin, ltrlind

Dubai, UAt

931

l

I

!

Boaln! ,rr{O0

loctrt 13r{00

toalot rtr{

ioaltt rlr-loo

BorhtT!7{OO

toctrt ,lr{OO

loalni rtr-!

6oalhe ,t7-[

I131

201

?21

t,t53

l' rl

2

I

l-,



1l

ll

)'

lr

I

2
I

I |nl ^l Chh. l!OC, Avl. on

Cro!! O(ean Paflns!

(htrra Oraebpmant Bmt
ICOAI le.rlna

ti,'ri.rxrr

I ondon UI

8e,rrlB. Ch'n,r

281

N/A

tst

lorl'3 rTr.r0 Et

lo.lE Trr.rOO

io.lrt ,rr.ro0 at

lrtnrr 19

I_l

t

'l'.r' 
'irrirtrv 

of rra,sunrt- rnrr.rsrruture, lrousrng Urrun ,weropment and t,urrlrrworks contlnucs to work rvtrh Kt'rtya Arrways to further opttmizc the airline.s llert ro,rllo hoosl r(:va,nucs And rcduce rosts.

taordl( Aylrtbn Ctgltal 0,llun.r.lr.{lrarl 46E

l

lAiri:s MACHARTA

CAEII\IET SECRLTARY.

riilrrlT,l,:i;L?lHpoRr, r,vrR^srnucrunr:, HoUstNc. uRaAr DEyELopuG,rr

4ti March 2019

Tl-

-r1^



Sc lr-l l ilt .. rd ;,! i, {r KC/\A (L) 25

efficierr lly rnanaging air snfety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircrafit

No 2 453

1 N alionalitv and
Fegistafion t4ark

sylrirn

2. ManulaclurerandManulaclurer,s
Ossignation of Aircrafl

- EIIIBRAIR S -A-Enpresa Brasilerra
de Aeronautica S.A
Embraer 190-100 19W

3. Aircrall Serial
Number

19000586

4. l.Jame of Ovrner 'lqffiffiir#&r+iu.i

Name of Lessee: KEMYA AIRWAYS LI[IITED

l:laure of Financier; AFRICIN DXPORT IMPORT I],I\NK

,,iLidress ci Owr,rr C/O In
B 7 l'lar

(Caynan) Ltd
Geor
Gran

g
d Cayman KYI-9002

e

tertrust SpVy Street
To\Jn

Ca),man Is 1and-s
nddress of T.essce: Airport Norttl Road, EmtrakasiP. u. BOX I9002_00501

NAIROBI - Kenya
Addrcss of Financier: ?2(B)[}1 l4aahad E1 Ilshteraky Strect

Ee liopo 1i s
Cairo 11341,

ity-Agent for and on behhllf-n Ieaclers I

Egypt (as securof certa
6

It is hereby cerlilted that the above described aircralt has been du
u/rth the Con'/ention on lnternational Civil Avialion dated 7lh Decem
llre Air Navigation Regulations issued lhereunder applj.ab16 in Kenya.

D a r B o r i s s u e . ...L:1. $hlr1Q.sriehb. er.';.. :20.L2...

Iy enlgred on lho Kenya Aircratt reeislcr in ac(, clancr,
ber, Kenya Crvil Aviation ,, ,I irr.lhh

o- (.iil c

by aulhorily ol lhe Director Goneral

I.ICTE
i l r!! C(nif.ak it not Fool ol lrc Atrcralt O\t. hi2

" 
i..rr''r,) or. dctt(ri(ntirix) b! n i. t!tlirc?,rfi(ot(.tit9thth. a trotdht rhc pcrsononloritcdJor thtt ?urltot:

[ .r o.j



!.Sorial No- {326

Nationalitv and
negista[ion Mark

Eqc
KCAA (L) 2s

L. I ilc I c n ii.., r it.:, I r ;r g i n g a i r .,.] I r 1.,. -

KENYA CTUL AVIATION AUTHORITY

Certificate of Registration of Aircraft

21351
No

sY-AFD"

2. lvlanulacturer and [1anulaclurcr,s
uesrgnaltot, ol Aircralt

hpresa Bras ileira de
Aeronautica S-A
Embraer 190-100 IGn

4 Name ol O$/ner Sarburqi.Lfuite&'
Nane of Ies aee : Xenya Airvays Li-Eited

Na-ae of Financier: AfrLcan Erport - IEport Ba*

3 Aircralt Serrei
I'lurnber

190005-i9

5. Addr8s ol Ownor c /o Intertmat s (CayE!n , Lt nLted
87 l{ary Street, George Tcnrn
Grand Cayrran fYI-9002
Cay[an Iel anda

Address of Lessee: P.O. BOX I9002-0O5OI
f,airobl
KEN:(A

Addiress of Pllancier:72 (B) Bl-nt a_trad EI Bshtera}y
EeIlopoIle
CaLro 1I3{1
Egvpt

Street

6
ll is horeby c€rtiligd lhol lho abovo^do.cribod alrcraft has bg€n duly onlored on thq Kenya Aircrolt regrstor in ac1l,,r.laft_^ewith lho Convonlion on lnlomatlonal Civll Avlation dalsd 7th O€smb6r, 1944 and w n the Kenya Civ:t Ayation.rct. andthq Ak Navigslion Regul6tions ilsu€d Ih€round€r Eppticablo in KBnya.

DElo ol issuo 7;t$,fioveober i 2012
,;gi"nc,i

tr: KsuYe..i :

by 
\\q!oyL 

Dkecror Gene,ar

NOTE:
I T\rt Ctnficou tr aa prcal ol th. ktttoll O*n.Hhip.
) No rarrn'' or adorstntnlt mar' bt modt n rhit c..tificat. .lc.pt t^ th. 

',ar6(t o^d bl th. p.tton outhotittd /ot lhot p!.pot(



::i,;i Njc d306 KCAA (L) 25

efficiently nranaging air safety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No 2433

Nationalitv and
Regisla(ion Mark

SY-IEC r

3 Aircralt S erial
Number

19000577

,1. t{am€ ol Owner

Name of Lessee:

, Sgiirbutrr:iLtal ,. 
,.

Kenya Airways Lirtrited
Nerme of Financier: African Llxport - Import Bark

2. ManulaclurerandManulacturer's
Designation ol Aircralt

BI,IBRA.ER S.A-Empre6a Brasileira
cle Aeronautica S-A
Etrbraer 190-1OO 1cW

5. Adciress ol Owner C/O Intertrust SpV ) Cayman)
87 Uary Street,
George Town,
Grand Ca],man KYI-9002
Cayman Islands

Limited

EI Eshteraky Street

Address of Lessee: p. O. BOX 19002-00501
NAIROBI

Adress of I'inancier: 72 (B) tlaa]:att
Ee].iopolis
Cairo 11"3 41
Egypt

6
ll ls hereby certilied that the abov€ d€scribed arrcralt has beon du

wrlh tho Convsntion on lnt€rnalional Clvll Avialion dated 7lh Decem
lhe Air Navigalion Flegulations issu€d thereunde. applicablo tn K6nya.

nar € or iss u e .5:tk -9 r:..tgb. e f. r:i:' 2 9.1t2.

ly onte16d on the Kenya Ai.crall regisler ir) acc(.:dar:c?
ber, 1944 and with thg Kenya Civil Avialion /.:t, anC

s

,J
by aul e Direcloa Gsneral

I'JO tEl
I Thtt C.dtfi(ot. tt lot fool ol th. At.craJr Owacrthip.
2 No crt.ir\ or ctdorstntntt nuv b. nad. tn thtt c.rtttcnrc ctcepr in rhc mamcr od by rhc pctton aurhoritcd Io. thdt pttpose

Ir.r.o.]



So.iel No 4284 :i:,' -' j'-\

*\'h,

KENYA. CIVTL AVT.{TION AUTHORITY

Certificate of Registration of Aircraft

KCAA (L) 25

No 242)

Nalionahly and
Rooislalion Mark

sY-rrB /

2. ManulaclurerandManulaclurer's
0€sionation ol Aircrall

tf{BneE n S.A-EDpresa BrasiLe ira
de Aeronautica S.A
Eebraer 19 0- 10 0-'IGw

3 Arrcrall Seflal
Number

19000572

llame o{ Ownor shr,suns: Lurlrtsil

Na.ne of Lessee: KENYA AIRIIAYS

Name of Pinancier: AFRICAN EXPORT- t!{pORT BANK

5. Address ol O\^,nBr 87 Hary Stre.et, George Town
Grand Cayman KYt-9002,
Cayman Islands

llddress of Lessee: P. O. Box 19002-OO5OI
Ernbakas i , Nairobi

fiddress of Einancier: African Export-I-Eport Banx
72 (Il) E1 t{aahad EL Eshteraky Street
IIeliopoIis,
Cairo 113 4l ,
Egypt

(4s $ecurity Agent for and on behalf of certa..nl enders I

ll rs hereby cerlrlied lhat lh€ abov€ dsscribed aircrah has bsen duly entcred on lhe Kenya Aircrah regrslel rn accol(lJnce
wrlh lhe Conventron on lnteroal,onal Civrl Avalron dalod 7th Doc€mber. 1944 and wnh lho Kenya Crvrl Avralron Ac anri
the Air Navrgatron S6gulalio^s r3su€d lhofound€r applicablg in Kenya

6

.-,.-".,,
,1,,-' - ".,

+i&...flii: :el$i{fi ,hk
r..'<. i ,.,

:1r{,, : r_,./
'-:-::::-

\',i_

a

D

1\

Dale ol issue 20t2
by

NOTE
t Thr ('rtttll. t. t! not ptoo/o/th. Anc.afiOwar.thq
2 A'o.\t,u., o,.\tlor'.^.dt! nnt b. ntad. thttcrttfcat...\.tottdth.^o\^.,ondbvtA.p.rto^outhors.dlotthotpuPot.



S€rhl No. 427 6 -H<r
ellirj,ently m an ag rno air sr lety

No 2{19

I'lat'lonalitv and
FcAistafron Mark

5Y]PA

4. Nama ol Ownor
siirtiiilibr,riiu?6,

Name of L€Esee: Kenya Airvayg Limited

Hame of Financier: African brport_Import Banx

KET.IYA CIUL AYIAUON AUTHORITY

Certificate of Registration of Aircraft

xcA,{ (L) 2s

Aircrah Seriat
Numbar

19000562

3
Manulaclur€r and Manulacturo/s

uo$gnalron ol Aircrall
EI{BRAER S.A . Erpresa Brasileir
de Aeronautica S.A
EDbraer 190-1001Gi

5 Addross ol Owne(: C/O wall(era sDv
87 Hary Street,
Grand Cayoan Ky
Caymal Islands

Lira-ited, Italker Eouse
George Toyn,

r-9002,
Adreas of Lessee: p. O. Box I900i

0050I, NluRoBr
XETYA

Adresa of
Financler: 72{B) BI Xaahad Bt Eahteraky Street,EelLopolis ,Cairo 113tI,

Eflrpt

. lt.is h-oroby codllled th8l the above delcnbed aircrah h8s beon dutv ent€rsdwith lho conventbn on tntornalio,nat cMt Aviatron o"r"o iit-il*J,i3"i. i slllhe Air Navig€tlon Flegulrtion! lslued lhergund€, appf"rUl"-i^ X"^V".--"

on lhe K6nya Aircrah reqister t^ accoro{ rce
t-nd wilh th6 Keny! Civit Aviatron Act..!n.t

it.

;'l' -'

Dal. ol iaaua 2l rh F.!-"...?9.L?..

NOTE:
I l'hu ( urfuou it dtt pt@l ol th. Airctart Ow^.trhe
: No. tn., d..^t..t.i.ntt mt h. ddn, ta th;t.,d;6.At, ,t,.^, ,,

e Oircclor Ccno16l



Se.irri tlo d365

Kc KCAA (L) 25

l-,iCCiO11(ly fi1act,t0i jlg oir S:tioi!,

KEN,YA CIV'{L,,AIrI/rtf lON AU. HO RtTy
Certili.aate of Registrafion: of Aitcraft

Na 2456

Natbnaliry and
F€igListafion MaIk

2. 1i1€r1
D

uf srluter a nd l,lanus clr4 6/s
olrgnEto6 ot Akcratt

3 Aircr6115gr,"1
l'lvmbor

r.9000594Er-ri!'r
E{trtIBR. s-A topreda
BraiBil-tslt:q de .J\erbI}artl.ca .S _A
EI{BRAER, J 9O-.IO 01cw

4. NErne ol Owfler
r -isrili##rrhrrrlhBD

Bar€. of Leasee: XEI{YA AI-RI{AYS

Xa,Ee of Fiaanqier: Alirican Bxpo.t _ Iuport Barik

5. Address ol Own$r

Cep,rge {ovncrBld CAIq4Jt xrr-c o oi
cnyHa$ rsIArIbS

i\ddress of Lcas€ot ,port North Road
EnbAkaElp: A. box .1900 2_ 00Eo 1

- B.AIBOBI, xsrYAAddre6s of Flnancier, ]? lni r,l- xi!.auao EL ESTERAKY STREET
IIEIiIOPOLfS

c/o TNIEBSRSS! APV
19D .ill.g!a .nVenrre.

ca o 113 41

(caynen) Llml-tod

(i

It ie h€reby cerlllled lhdt th. qboro d€scrtood arrcr|n h.1. bEan dutv cn
vr(n lhe Co.rventbn on lntern.kjrEl ,civI Avirtfon datod Zlh O*rm(erlh" AX Nnvlg.atkh Hogulllblrt k&bd ttr€rsunrJ€r Appkabb lD (ehye-

lo{ld 9.l lho X6lrys Aircaatl rq;l3ler tn ncardsr€e
]g4{- qtu, Wilh lh€ K.rrya Cryit Ayrstion Aal, eod

orm or a"un,.*5;$#F.E$*ENI;.:.?.QI3..... f

bys rcclcr Oencral.

NOTE:
L fhu C., fit a.!. it not p.ooI ol thc Alrctd/t O\n.nh(.I ito turrt or ttdontnx.tt .r,dy b. t n!1. _bt tlb.critfr<oQ ttczpt ia rlre aa ntu oltd ht t$z garroa dkthottri, /ot l,!lt p.t?or.

lP.r.o.1



SeralNo d3?B KCA{ iL, 25

cIficieotty rrrarrart|rr(l arr salct]

KENYA CIVIL AVIATION AUTFIORITY

Certificate of Registration of Aircraft

No....... 2463

l.lalionahty anrJ
Regrslaiion Mark

, rsy"1rrb ;

-lvlanulaclurer and l,,lanulacturer s
uesronahon ol Atcratl

EMBn-^ER S.A-,Empresa Irrasileira
de- Aeronauttca S.A

' 1,s'Ci,,triiru{riiGitilAr,

Kenya Airways Limited

3 Aircrall Scnal
flunlbcr

19000599

4. Name ol Or^,,ner

Name of Le.ssce:

Name of Financier: African ExporL_Import Rank

5 ACrJresS Of Oviner

A(ldre s s of Lessee:

C/O InLertrust Spv (Cayman) Limited
!] ti.I Street, ceorge Town,crand Cayman Xyf -gO Oi
Ca).man Islands
Iirport North Road.
Enbakasi,
P. O. nox 19002_oo5or.
Na i robi-Xenya

l\dd res s of Financier, 
;i{ B) EI Maahad El Eshte raky Stree t
Eq.vpt

iopolis, C a Iro 1t341

Lenders)
:)L-nge-eL-foE-_and_{)n_boh. ,f,. ol c,erta. n5

ll rs hercbli cerlrlied lhat lho abovc^descfibec, allcrall has been duly enicreo on lho xenya Arc,at! ftgttjtt2t n aaat)t,1:t.alvrlh lhe convent'on on lnl€rnaltonal crvil Avratron oareo zrrr oEcomiei. rga,l uno vrrrn lhe (enya crlrr A,rni!o. ,i,jr. n.llre Arr Naviga ron Flegutarrons rssucct lhc.eun.Jer appticable i" Keiya.-- '

Dalr.. ol rssue

tl,,aulhcrlv ol lhe Drr4cto. Ge,.e,.'

rlOTIl
! i\t. t rt:tin,th..t 4.!t i4\l ot tb Aft, hfi t),..?,\ii,

:1.:8. ;tll':.Eehr:u.ary .. :-.2.0.\ 3. :

,

t( nrah>



.:::'ial ti.) 6815 ,d.d7 - .,...-

w^/ ll '
HqL.,

KCA.,\ iL) tj

ei'fic ien lly manallinrt air 5.le(y-

T{E }dYA C rI-YXL AI,/LETI #.r\-i AUTI-I0 R ITY

Certificate of Registration bf Aircraft

No 24A4

i lationalrtv andqagistafion Mark
2. Manulaclurer and Maouf acturor's

Designation ol Aircralt
Aircratl Ser ial

Number

19000619sY-FFE' E}TB&AER S . A

4. Name ol Oy/ner

Name of Lessee: KENYA AIRI{AYS LI}IITED

Name of Financier: AI'RICAN DX?ORT-IHPORT BANX

D

5. Address ol Owner I{alker Eouse, 87 Majry Street,
Grand Carrman KYI-900?, Cayman

Georqe To'rn ,
I s lalds -

6

Address of Lessee: Airport North Road,
Einbakasi,
P. O. BOX I9002-OO5o1
Na irobi-Kenya

Address of Pinancier: 72(B) EI Maahacl EI Eshteraky Strect, trelipalis
Cairo 113 41
Egypt

oar e o r is su e ....iF..f b'l:mf.'1,.:P..qlg.lt

by €ulhoflty ol ihe Di.ector G€ne.al

TJOTE
I Ttt:! \ .rt:t.!!. t) rttt Fr^ol o! tk? .1 .cr,)[t f_lt v,ti:ir

It is hereby certifled lhal the above_de6crib€d ai.crafl has bogn duly enlsred on lhe Kenya Aircrali regrster In a,]c:r.Janco
tyrth lhe Conv€nlion on lnte.nahonal Civil Avialion dat6d 7th Oecember. lg.t4 and lvilh tfte Kenya Ci;l /.\vtalro. ,.a1. lnil
lhe Air r\lavrgation R€gulallons issued lhoreunder applicable in Kenya.

i ).T.o. j



:,(,lL'ti.io liC,rrl (l I .':,

B
etficien tly managing air safety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No 25t3

Nalionalitv and
Fleoista{ion Mark

2. ManulacturerandManulacturer's
Designation ol Alrcralt

3 Aircralt Seria
Number

19000633s.Y-PI'J'
EMBRA.ER S-A

- EMB&AER_I9 0-10 0

4. Name ol Owner

Narne of Lessee: KENYA AI RWAYS LIMI'IED

Name of Financier: AI-RICAN EXPORT-IMPORT IIANX

5 Address of ownor c/o walkers spv Limi_ted
Walker Bouse
87 lta-ry Street
George Town
Grand Cayrnal KYI-9 0 0 2
qAYMAN ISLANDS

Add-ress of Lessee: 
ffi;:;::r""'rh Road

P O Box 19002-00501
NAIROBI - KENTA

Address of r'inancier: 72 (B) EI Maa]1ad EL, Eshteraky
Ileliopolis CI\IRO 113 41 EGypT (

Street
As secu-rity agent

-- 

fo= and on -ctraitf of €e
It is hereby certilied thal lhs above descritred alrcratt has been duly entered on lhe K8nya Aircrall register in rjccord.rr(

with the Convontion on lntBrnational Civll Aviation dated 7lh Decem
the Air Navigation Bsgulations issued thereunder applicable ln Kenya.

ber, 1944 an th the Kon

Dale ol issue ,i*!h:+.sss.El,.., :?.0-1.9...1.

by authorit rector General

NOTE:
I ThiJ C.rtitca!. i5 not proolofth. Aircrqll Ovntritip.
2 No curtu ot.ndotltn? tr n/l-\b. |:ad? it thll ctrlif.ai..ft.pt in rlrc ntonnzr and bylhc pcrton outhoriscdfor thal putpora

ya Civil Aviaii'rr Act, ar

CAAo a
o

\ATl

IP.T.(



Serial No 6905

Nalionalitv and
Regista[ion Mark

{,5r:#iti:'

4. Nams ol Owner

f<c
KCAA (L) 2s

efficiently manag lng alr safety

KENyA crwl AvIAII o N, *urn6itr,rv
Certificate of Registratidn Of airbtaft,

No .....,.?.I?S......................

3. Aircraft,Soriat'. . -Number

..;l9QpA642

Na-lre of Lessee: 1 ' '.xElrYA1

Name <: f Financier:-. : AFRICAN EXPORT It,TPORTJ

BiltrSILEIRI.
...i,,j..j|-,.':1,,-.;Fn

EI.IB.RAERai\9.o

qE:lABBoflIrEI
-!0-0,.-,fG!l;=-::.

EXB

cAl

aM n2 U ac u e n Md na U a c0 a oo o c0 tttan
RAER s A ET{PRESA

5. Address ol Ov,mer

Address of Lesse

Add:ress of rinliii

for:-: and :on- behalf of
6 ce.r!a endera )

ll is lrersby c€rtrliod thal lh6 abo-vq doicribod
wilh the Convenlion 'on:lnt€ftia onsl CtuiTAviatio
the Air Navj0ation- Ftegul6lt'o

Date ol issu€ .-stl..:usidii#ii:ieiiil,

ri dtilv ontera
i;fi66?;Jbi

d on.the.
4iand'wi

accordance
ion Act, and

by authoril lr6clor General

AJOTE

I T h t t Cz n rfi c a rt r t nor p r ool ol thc A i.n ralt O*.nc nhi p..
2 l,o cur.t or tndott.n.ntt ntoi b. no in rhi ciniltcau uccpr ia rlu maruter aal by thc pirion orrn;o,ircafir *ot purpott

IP.T.O.]



S4riei tl0

1.

i

Nalionalitv and
Rogislaiion t,lark

cd{i*}rtaii,

2. Manulacturer nnd fuianulacturDas
Dcsionalion cl Ai,crult

BOIiTNG COHITANY

BOEIIIG 787-O

l.C4-!. tL Iiir- -

3. Aircral( Sarirt
l.lu ntbFr

355I0

6$?0

Hkr,: -E','
clli;ictrlli Ir.i it!i .t irir :ii,l,,ly

KENYA CIVIL AVTATION AUTHORITY

Certificate of Registration of Aircraft

No .......7ir,11

-l

4. lrlarrhc ol O\en6r ,iffi
llamc of f,c:il';ec: riDNYA ]\l Wn YS rll.tl,t,r:t)

Nilmc of FinJ nc-i rrr: tr.ul,l,s ['Al(CO BA]II( t{oTlrtIEST NI\'r'r oNN, ,\ssocr A,uroN

5 Ad(lress ol O\.rner c/O wIIJ't.t C!:ON TtaOST CoMp.i.\lify
I 10 O NONTII I\I^NNBT S'III.EE'I.
wl],l.tlllGToN, D!:LAWAI T: r 9S90-1605
uNIT!I-\ S!'A,t ES Ot. AntinIcA

A(ldross of Lcs$ce: AIRDOn,I NORIIt IOAD
IttlRAl(AS1
Ir. o. ltox 19002_o05ot
NLIIIOT]I , }i.ENYA

Address of I'irrancier:: 2(,0N CllAI(LES l,,IltDtrEllcll Dn
SAI.'I' LAKU CI'I'Y , U'IAII B4I I6
UN I'TED :]'I'A'TD$ Or, A[IETLICA

i

lt is horolry curtliod lllot tho at oro dc6cr0od narcrn:l la
lrilh tlle Convontbn on IntornaliuEl Clvi! Avtalic{l datcd z
lhc A,' l.lavlcal|ofl ilo0ulnljcn! issUcd thc,ilurrrlll, nit:tir.ittic

! hcon (irl, O torco oti ttrc Kctrilt /$rc,all ,eorrl.r, xr ir(colltry,.
lh Occo|nbcr, r9'l,l at y/itlr Iho Klnyn Cirit A.,int on /.cl n,rl
ln }(en7t

N
o"'o u r,., u 

" f,if Sffi S6b.o.i-.41,.:

Dy autho,tly ol lho Oxector Gcnclnr

r.roTt:
t. r1nt t'r,4ti.nb 

^ d.x t'.tu|,,1li t\t'.,,11 t^ni.th1

I

47.r.(,.)



llorial l.to -j ,:i il'i ,1
;lJ-
,'.l1
c!

,' i:i
1.1. *1

t'lo 257 2

r(cAA (Lllt5

liir , ," ').ritiitat,i ,cr slrti,Lr

t!

KENYA CIVIL AVIATION ,{UTHORITY

Certificate of Registration of Aircraft

N ationalrlv and
Reqrsta{ion Mark

5I;,I(28

Llanulaciurer and Manulacturer,s
Designation ol Aircrall

THN BOEING COI'IPANY

BOEING 7 87-8
l'
I

Attcrair Scfial
l.lurnI- i, r

3s511

4. I'li1me ol Owner

Name of Lessee:

Name of l'inancier:

, r rfrenfilllffiU$miiimrsatcti,Er,c
KENYA AIRWAYS LIIIITED

I^JEILS FARGO BANR

AS SOC IAT ION

NOR'fEWEST, T.IATIONAI

l). Acldre ss ot r-Jv..ner clc) T.IIL}IING'ION 1I'IIUST COHPANY
11OO NORI'B MARKET STREET
wTLHINGTON, DELAWARE 19890_1505
UNITED STATES OF AMERICA

Address of Lessee: AIRPORT NORTII ROAD
EMBAX.A,S I
P. O. BOX 19002-00501
NAIROBI -KEI'IYAAddress of Financier: 260 N, CEARLES LTNDBERGE DR.

SALT I,AKE CITY, UTAH 84116
UNITED STATES OE AMERICA

6
ll is hereby cerlilied that the above-dBsc b€d ar.cra,t has bee^ duly eil?red on lhe Ken!,a Aircralt retrste r ri ._j:a,-.r .:;ri _,rvrth lhe Convenlion on lnternalional Civtl Avialron Cjsled 7lh Decernber, 19d.1 ar.d .,rilh the Ken.,.a,;,,iq 1:,.,q.q;,4 y, .:.-_, 1,,thg Air Navigalion Flogulalions issued lhereLrnder aFirticable in Konia.

Dare or issue l,l,:$tl'nlne;...?.Q1.*..:
by aulho t./ al tre Orrecl.rr Crenern

NOTE,
: I t:t; i', .: :',, .::. t, t:, ! f,..!. i t!,t .\-t"t.t;: ( t.\ a.,. j , ..

lP T.(.j



Serial No

Nationalilv and
Begistaton Mark

5Y-fZC

4. Name ol Olvnor

Name of Lessee:

Financier:

2. Manulaclurer and Manulacturer's
Oesignalion ol Aircratt

The Roeing Conpany
Boeing 787-8

3{32 KCA^ (r ) :l_i

efficiently nran aging air safety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No 25 82

3 Aircrafl Serial
Numher

36040

,Tsayo .Aircraft' Financing LLC

Kenya Airways Limi ted

'ilc1Is Ilargo Bank Northwest, National Association

5 AdCress ol Owner
C/ 0 

^W-i 
lurington Trus t Conpany

110 0 North Market Streer
Wilmington, Delaware 19990-1005
Un ited States of Anerica

Addrcss o{ Lessee: Airport North Roail ,p. O. Rox 19002_00501,
NAIROBI.

Address of Financier:260N, Cha rl e
salt Lake ci
United State

Enbakasi

s Lindbergh Drty, IItah 84116
s of Anerica

6

(as Securi tv Trustee for an

It is hereby cerlifled that lha above describBd aircralt has b€6n duly €otere
wrth lhe Convantion on lnlernalional Civil Avialion dalsd 7lh O€cember, 194
lh6 Air Navigation Regulalions issued the.eunder applicabls in Konya.

hch aaf,-o{-Ce+t:-in-l+nde+sJ-
d on the Kenya Aircraft registe. in acccrdance( and wtth th€ Kenya CNtl Avratron Acl, and

31s t Ju1y,2014
'1.

Date ol issus

by aul ofil hq roClor G6neral

NOTE:
I Thir C.4ilicat. ir Aot proofolth. Aittnft Ovncrthry
2 Ao . tt t.t t). . .lott.m.ntt nldr bt naic in rhi: cct|fico:t ..tc.pt in lh. morut.t L.d hv th. pctton outhoiud lor thar purpo:z

lP.r.o.l



Seflal No
3 4 36 KCAA (L) 25

KENYA CIVIL AVTATIOF{ AUTHOR.ITY

Certilicate of Registration of Aircraft

cliicicotly lir nlrirrll irir salcty

258'1No.........

Nalionalilv and
R€Oislafion [,lark

Manu,acture. ond Manulactureas .
Do$l0nalioo ol Aircralt

3, Airclalt Ssriirl
flumber

2

5Y -KZD
,7 .s,7

4. Name of Own6r

Ngne ot_ Lcssec:

Namc of lrinancier.;

.I'HIi 
BOE TNG COIIPANY

T.SAVO AI RCRAITI Fr ,.}ICING I.I,i

( I,NYA AI l {Ay S I1},[.I.ED

IVEI,],S FARGO IIANK
AS SOC IAT I ON

NOR',t'HlvES',t., NATIONAL

3604r

5. Add.oss ol Ov,/nsr c/0 l{ilnin
110 0 North
l.li lIninllton
IIN I TED..STA

gton Trus t Comnanv
Ila rke r Strccti '

f uB"ii'Til8Ri38 e0 -160s

Arldres s of Les scc

n ddres s of Iinancicr:

Airport Nor th Road
Emh ako s ir,. (J. IOX 19002_00s01
NAIltoBl

319.*illl.dii,f ,t*f; .ff},?;
UNITID ST TES OI;  

'.IEIiICA
6

ll is h€reby certlll.d th6! th6 rbov€ dssc.ibod alrc..ll has besn duty o
wirlr llr6 CoDvenrlon on lnlcrnatio|r!t Clvit Aviation drr.d 7th Dec.nrt;or

nte.eal on lhc l(6nya Atrcr€lt r€oislar in accordAnco
, 1944 and vith th6 K..yn Ctvit Avi.iion 

^cr, 
a^dtha Alr l]avloarion aoouletion! llluod thoaru^d6r applicablo tn Kenye

t ]...:

D.tc of lssue ...?-1.!lr...l:n*-r*.,-.ap.-1.1........

by aulhorilya! rhd 0lr{ic lor 6ch.t0l.

NOTE:
t.1hi' C.r'n rp i, n,t p,bl4it 

^i,rati 
o\\..,tip.

IP.r.o.]



Ser rit I lto J4qS

Les see I

Financier:

Hzr-'g\.q*-
KCAA (L} i?5

a:!;.;.a|1,, rh.:1,Irfi nr,..r , :jliF!',,

KENYA CTVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

Nalionalilv and
Flegrsla(rori l,tark

5Y-XZE

No 259 4

2. lvlanulacturerand Manufaclurer's
Oesigrlallon ol Airc.atl l. Arrcrall Setlal

Nunrtrer

TNE BOEING CO''IPANY
BOEING 787-8 36042

T6AVO AIRCRAFIT FIIIA}ICING IJC
KENYA AIRWAYS I,IUITED

WELLS IIARGO BA}IK NORTTJWEST, NA:TIONAI
ASSOCIATION

4. Name oi Owner

Name

Name

of

of

Addrcss oi Owner C/O WILMINGTON TRUST CO|lpANy
1IOO NORTE HARK.ET STREET
WTLHINGTON, DELAWARE I9890_ l-605
TINITED S'fATES OF AXERICA

Address of Lessee: AIRPORT NORTII ROAI)
P.O-BOX 19002-0050r
NAI ROB I -XENYA

Address of Einancier: 2G0N CItARt ES LINDBERGH DR.gM_l,A4E crrY, uTAx 84116T,NITED STATES oE AHERICA -

6
rl is hereby cerlilied lhal lhe above desc.ib€d arrarafl has beon duly enle.ed on lhe K6nya A[cra,t ,egisler '. acccr.]a.c{l

wilh lhe Conv€nllon on lnte,nalional CiYil Avrelion oaled 7th Oecember, 1944 and wilh the Kcnya Crvrl Aviarrcn Acl. a..j
the /.\ir Navroalion Fegulations issued lhereLrnder apDlrcable in Kenya.

Dale o, issue 3?.r.Q...9.epte.rsber,....?.Q.I.l
by aulhorr'/ ol th€ Drrector General

NOi E
t lb, t r.,!i u:L :; z,t: tit|tc.l o! !i\. 4, n r:i: ! \ ) n !',li,l'

IP.r.o.]



Se.lal No 3d69 - KCAA {L) 2s

elficl6ntly managllg air Safety _

KENYA CIVL AVIATION AUTHORITY

Certificate of Registration of Aircraft

tlo .,.......?,9..0.1...........1........

Nalionality and
floOislalion Mark

5Y-XZP

with th. Co^vontion on lnlornalionsl Civil Avlation dat6d 7lh Oecomb
tho Alr Navloauqr Reouhllona IsluBd th€ro{jnder lppllclble in Kcnya.

Aircrall Serial
Numb€r

36043

4- Namo ol Owner rSAVO .f,TRCRAPl PINANCII{G LIC

Name of L€ssee: I(ENYA AI RI.IAYS LII{,ITED

Ilame of Financierr WELLS I'A.RGO BANK NORTII$IEST, NATIONAI ASSOCIAIION

5. Address ofowner C/O t{il:oi-nqton Trust ComDan).
1l OO North-Market. Street'
Wilmington. Delaware 19890-1605
I,NITED STATES OF AI{ERICA

Aaldress of Lessee: Airport North Road
I',rnbakaGi
P. O. BOX 19002-00501
NAIROBI

Address of Einancier: 26ON Charles Linalbergh Dr
salr La](e City, Utah 8{116
United States of Amerlca (as EcuriLv TrusteefoE anal on betra-I-f of certai_D lendcri

3

ll l! hareby oertilied that lh6 sbov€ dcrcribod .ircratt h!. boen duly entered on the Keoya Alrcrah toolster l^ accordancc
6

or. 184 the Kenya Civil Avialion Acr, and
F,

c
Dars or iseui ..1F.--th...9'.9.t,9.Fs:r....39.L1........

by auUrcrlty o Dlrector Gon6rol.

NOTE:
l. Thlt C.dficttc i! not prNIo/th. AtKral Own.uhip.
2. No.'nti.t o. .n.lot!.tacns noy fu andc iq thit c.rtr.oi .x..pt h tl. 

^aaacr 
oad by the ptaot outhorit..llo. thot putpor.

2. Manu,aclurar and Manulaclurer's
D€signation ol Aircratl

I'IIE BOETNG COITPAITY

BOEING 7 87-8

IP.r.o.l



S erial llo

Nalionalily and
Rc0isla{ion Mark

5Y - (zx

4. Namo ol Owner

Nane of Lessee: -

Nane of Fi nanc i er: -

:;, : ,'!

r(cAA (l-) 25

/'iii. j,rrIII.. I'r.rfi,r:tjil(J ir: j.lir

I(ENYA CIVI AVIATION AUTHORITY

Certificate of Registration of Aircraft

No 257 5

3 Aircrall Serial
Number

42097

Tsavo Aircraft Financing LLC,
Kenya Airways l,imitecl .

Wells Fargo Bank Northwest.(as securr ty trustec for anrl on lrchal f o fcertain lenders )

2. ManulaclurerandManulaclurer's
Oesignation ol Aircrall

Boeing Company
lloe ing 777-300ER

.)
C/0-w!-lpjnglon Trrrs t Conpa n v
110 0 North ltarket StreetWilmington, Dclawarc 19890_160S
United States of Ameri ca.Acldrcss of l.cssee: Airport North noad"-frnU.t"si
p. O. Box 19002 _00S01
Nairobi, Kenya.;\ddress oI Finanr:ier: Natiortal Association

260N Charles Lindbergh Dr
SaI t L ke Ci ty, Utan 84I I 6United .States of A-mcrica -

6
It is hereby certilied lhal the above described aircrafl has been duly entered on lhe Kenya Arcralt regrsler rn accordaocc

wilh the Conventiod on lolernalional Civil Avialron dated 7th Oecembqr. !944 and wrlh the Keoya Civil Auation Act. and
llre All Navrgalron RegL]lalrons issued thereunde, alphcable in Keny..

oare or,ssL,€i ...1:.!.,....{}.1X.'. ..?.q}!..
hy aulhonty ol rh.., Drecto, Gene'ror

NOTE
l. Thtt Ccrrtirnt. tt not ptcaf ol ,. At.c.alt Ovrrshq

lP.r.o.l



rtificiCc

t177

c Ntrnrbcr

!. Aircruft Scrisl
Nunrbcr

29750

DCn {L) 25

State [ssue

Nationrlity and
Rcgistrstion Mark

5Y-KQD

KENYA

I

Certificate of Registration of Aircraft.
2. Manufrcturcr iod Manulscturer'r

Dcsignation of Aircralt

BOEING COMMERICAI AIRPLANE COMPA}{Y

BOETNG 7 3 7-300

\

4. Nrme of Owncr

SECI'RED FINANCIER:

LESSEE:

SIUDA TINANCE'.IIUITED .

FIRST SECURITY BANK, NATIONAI ASSOCIATION

KTNYA AIRI.IAI S

5. Addrcss of Ownet

SECIIRED FINANCIER:

LESSEE:

CI,AMENDON BOUSE CHURCH ST. Hr1 ILTON H}ICX BER}TUDT\

79 SOUTtt }IAIN ST. SAIT LAKE CITY UT 84TII USA

P. O. BOX 19002 ,

NAIROBI

6.
Ir is hcrcby ccnificd rhar rhc abovc dcscribcd aircraft has bccn dulv cntcrcd on rhc rcgi:tcr of dtc

scrtc in actordancc wirh thc Convcnrion oo Iorcroationel Civil Aviarion darcd 7th Dcccmbcr, 1944,

eod wirh t}c Kcnye Civil Aviadon Act, 1977, end rhc Air Nevigarion Rcgulerions issucd ficrcuodcr,

epplicablc in Kcnya.

C,N

Darc or issuc . .l:.E..{*LL|.....1929....

;,c
l..il

Drtc
Drtc
Dr,tc
Da,t

Dotc

of Rcncwal
o[ Rcntwal
of Rcncwrl
of Rcncwrl
of Rcncwal

for 1Urhority of thc ltcctot o f Civil Aviarion
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rlr

oc.4 ,Ll:3

l::ll,'t:15 r.:-r.iL '. . i :. ,; l:;i

*?
Csrificr r:

Strtc Ir sr.r c

XEXYA

Certificate of Regirtration of AircraJt.
h'r:ioor llry rnd

R.girr rrr;on .\(!tt Maouhclrrcr rnd Mltl uhctvrrr'r
Doiznrtion ol A;rsrr&

I  a.Errl! S..lrl
Num!--r

sY-RQC
Boityc corccRcialj -{.!.R pr-.Lrt: coy.?tu\:
EOgltic 737-148

FII!+ICE mqTIS
l'I R5 T S:CoRITt' DA;{ti. };;..?Jo:r.1L AtSOCt.r::a::
KE:i'iA 

^:,{UAYS

!90aE

1. ,\r or o{ Og.ncr sllll^
S S.Ci.l FID F:t,.,.:.'Cig!.:

t.sSsEE

-\ ..\dJB.! €t Or.n.r
c'!nl,iiri.l:i liousr ceui.c:{ 5;. 5-{yrLTON }l}t(;:,:

5aCUA.3:l il:lA):CilR: 7, SOL-iil t{,tll; Sf.
5.[T LL(; CiTY UT E4i:].. US,'..

l.Es s;.i : 19002

E5

P.D.60X
UAIROBI

6

!r ir Scrci-r,v ct::ifirC rhor rh::trovc dcs.-rihr<i rlrcnIr h:.r bccn C,:.ly cnrrrrC on:.\r r.rir.cr oI rr:rrrr: r:'. urarcrn<c,i$ rhc can'rcnrion oo Inrcrnrrioorl civit ,{v,'tioa ar.<d ;rh n...irr.i. rl<r.rod rrith c\r KcnTr Civil Avi:rioo Arr. t9?7. :nd rhc Air Nrvigrrion fug!l:Lronr irrr.c rhtr:unicr.rppli<rblc in Kt:ryr.

li a '' ' !

\=-dda rod 5y rurboriry of r-\r Dircrrcr oI Ci"il Atircon

O rr: c. ;!rur ...flfri,h..Yny..-t99E-

Drk
De tc
5sr.
D.k
Du1:
O tr.

o(
Rn*rl

:

NOTE.-Nd .olric, o, .ndor!.E!G{rll.rry bc Erdc ;6 thG loEtolnt c.rtlllcrr, .r(.ft( in tho mrnns rnCb!'lh( Fcadnr .ti(l,lortcd lor tl.l prrFF.
(P.l.o



DC,1 II.I ?5
Ccrti6crrc Nu mbcr

1689

Stalc lssuc:

NBrionrlity !nd
Rcgistration Mark

5Y-KQA

KENYA

Certifice.te of Registraticn of Aircraft.
2. Manufacturcr on(l Manulacaurrl's

Dc5igno,tion of Aircraft

BOEING CO!,1I'4ERCIAI AIRLANE GROUP
BOETNG 737-300

l. Aircra fu Scrial
Nunr bcr

287 45

4.

b)

Namc oi Owncr

SECURED FINfu\CIER,:
XYNX LESSEE:

ST!{BA FIN},NCE..I,IMXTED
FIF,ST SECURITY BANK, IIATIONAI ASSOCIATIOI,I
XENYA AIRIIAYS

5. Address of O\rncr

Ei) SECLIRED FINANCIER:

c) LESSEE:

ZUCKERT SCOUTT AI.1D RASENBERGER
I.JASHINGTON D. C. 2OOO6 , USA
ZUCKERT SCOUTT AND RASENBERGER
WASHINGTON D. C. 20005, usA
KENTA AI RVIAYS LIMITED
P. O. BOX ]9002, NAIROBI

LLP, SUITE 6OO

LLP SU]TE 6OO

6

lr i: hcrcby <cnificd rhat rht rbovc dcscribcd airccafr h.r.r bccn duly cnrcicd on rhc rcgilrcr o[ rhc
sratc in accordaocc wirh rhc Convcnrion on lnr:rnarional Civil Ari-.lion drtcd 7rh D<ccnbcr. l.r-1.i.
znd wich rlrc r.cn.;a C.r'il ,rviir,on,r.cr. l(.lll. i:ro Lnc ,\ir.{ilr;Erri.r,: iicg-l:r.or:, is;..cc.r.crcur,j:r_

ro, ,nd by' .u,ho,,,f "r,r,. oi,.H#i";i .i-i..i^,

Drtc of isruc ISth n riI 1997

RcDceal....
Rcncwol....
ir.cocwal..-.
Rcncwal...
Rcncwal....
Rcoc\+ r1... -

Drtr of
Datc o(
Dcrr ut

DEt of
DBt ol
Ortc of

)lOTE.-No cnuics or cndorscmcnLs mf,y bc mJdc in thc iorcgoing ccrtino-rtc crccpt in lhc manncr and
by thc pcrton! authorir.d for rha( purporc.



Serial t',lc

699; B{ ,'il
KCAA {L) 25

Bi
tL: il d.\

airrcic!:t|. .-:,r):c:;,,,t.. ..: .,..

No 2567

KENYA CIVIL AVIATION AUTI-IORITY

Certificate of Registration of Aircraft

'13: cnairtv and
F:::stafion t,la.i(

2. [4anu,aclurerand Manulacturer,s
Designation ol Aircraft

BOEING COMPANY

BOEING 777-3OOER

3. Aarcralt Serial
I'lumber

41819sY-KZY

4. f.lame ot Owner
CELESTIAI AVIAITION ITRTDXNG 56 I,IUITED

Name of Lessee l KENYA AIRWAYS I,I},IITED

5. Adorsss o, Owner
AVIATION IiOUSD, SllAI,[{oN . Co - CLAR.E
IRNLAND

Address of Lessee: AInPORT NORTE ROA-D,
E.}IBAXAS I
P. O. BOX 19002_00501
NAIROBI
KENYA

6
lr is heroby cerliried thar lhe above-de-scribed aircrait has been dury enrered on ths Kenya Airc,arr regrsler in accordancewilh lhe conv€nlion on lnlemalional civil Aviation dated 7th Decembe., 1944 and *,rr' ,ri" x"iy" c*it'a'ui",,on o.,, ,nolhe Air Navigation Regulations issued lhereuncjer applicable in Kenya.

Date ot issue ....-3-qLh..Apf iI-,....?p.14...

by authonty ol the Dirsctor General

'.;,,r;i:r:c-r,:I:;_r- !!( t!!!aI niti;ici:et! j!, ti.::r tit.ir,.

NOTE
! fntr ( ta:,ficttt 6 |(,t ?,oo! rl tle .4i,. r.,ft L)fl:.rrhip

' , . 
, i . , . t " , t , t t : , , 

, . r , t, ,r...1 ,,.ii,;i.,..j;:..:

rP.T.O.l



Ssrial No 68S2

KC
KCAA (L) 25

4t818

!f aci.r:l'/' r:rJna!i;:ti .1;r s:irciy

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

Nationalitv and
Fleg'slafioo Mark

No 2520

2. l'ranulacturer and Manulaclu.er's
Designalion ol Aircrall

3. ALcralt Serial
Number

5Y-XZz-
THE BOEING COIPANY

BOEING 777_3OOER

4. Nam€ ol Olrner

Name of Lessee:

5 Add;cis cl Ollner

CELEStIaL, AVIITTON TRA.DING 53 LII.|ITED

XENYA AIRWAYS LTMITED

IVIATION HOI]SE, SnANNON, CO. CLARE
I R.EINND

AIRPORT NORTH ROAD

EMBAXAS T

P, O. BOX 19002-00501
NAIROBI-KENYA

6.
ll ra hereby ceIliloc, lhal th€ abovs desc,rbed arc:a[l hes Deen Culy antc,eC o^ thc Klnva Aircratl rog,sler rn accoi.laice

wirh lhs Convention on lnternltionat Civit Aviatbn Ca|rd 7th Oecomber. t944 and y/ilh rho Kenya Crvir Aviator fct art(]
lhe Air Navrgarr.)h Regulalicns rssued lh6,eu,|do: apoircait6:i (ell.,,r.

.l ,1'T), . r,
oare or,ssue L5-!.!l...9gto1sr.,....?-g-1.3...... i/1tr:GS.'.'..J-.'-' . 

-
oy 

",i[i.iry 
o] r,ei-:,,€cro, ce^c,ar

Address of Lessee

TIOTE:

lP.r.o.l
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KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No 2155

!,1.i;tri!d.'jlJ'r': -;''l :.i.!..Jt,i.:.rr
Or:itrt:iir:. tir : ! /ri'(:',:l:

'r'llE Bot:t c coy.r,ANY

t$l:I Nc I7 37-900

| 6'ELEEtIATJ ivl^tlo tnADIfiB 12 LrrD r

KENYA AI RVAYS I,'I'O

1J r, t'I 1.. 

'-t

HSN 156l:r

i.l,rir. .. '11'.arJ'

r.l,ilifiIE:

Aii-:'i'lr rt i-,.r39'

LUSS Itr:

avl Ttofi liotrsi
StlAlrlioa-
c 0. cLaJrF.
TRE.AND

P-0. EOr 19002
0050t, ATROBI
KEIiiA

!,1

t :, ncrci.. iL.nrl CO rj'qi:hr. :!t:r/€ q+icr,'Jri €.-:_l- _l: Deer :1,j,, :r.it!8,.: a.' .n '.1:t'ij 'l 
:a,an- fur.ltttr, tt, ..i:, ...,..

jir'r'lr'j:J_Oi'./.3,t:,.:'. i,n laipaa.;i'!aral C:,;i{,.A:,:.r air,i:'!n !F:Ara,r: t:q{.: rr,l ..,.ih.nrj {On I i,.3: c:': ,r -.
;f., i., lj1r,)i.a: ;iriiu:i:.,o.: ;:-.j.1!.,aa:--.;r' --. /':a - :i,{

(
o

+

YA
.'A{tS[r{.81h' fOOB

u;.1.rn1'::.j l'.i \-; tt,(



r

.$Ec8d1
XC/.n (i.r :,:.,

1r
l_r

i'
i
i, l

l

J-,

1

I

|",fi,i I !,!! rl, rri.r,r:r,-tir,.,j ]rr !ialetr

KENYA CIVIL AYIATION AUTHORITY

Certificate of Registration of Aircraft

No .......2I0./r

I lz J, Arrc.all'Serral
Number'

35637

Natronality and
Reorsla{ron Marx

Manulacturer and l'lanutaclurer's
Designa'.ion cl Aircraft

IEE DOEING COXPAI
BOETNG 717-800

I

t-

t

l-
L-

L]

I

t_

l

1_,1

5Y-Krr*

4 Namc ol owner

NaDe of Lcsscc:

CELESTIAL AYIATTOX .B'TDITE 12 I.TD:

X.ENIA AIRCAYS l,TD.

5 Address ol OY,/oer

Addrass of Leeecc:

AVI.AEON EOUSE
saAxNox
CO. CLART"
I R.EI.AND

P.O. BOX 19002-0050 r
RAIROBI
KENYA

6
It rs horgby csrtllied lhal lhe abovs doscribed ai

. .lth the Convenlion gn lnlehslional CMI Aviatron
rhe At Ns.rigalion Regulations lssuod lherounder aoplrcaue !n Kcny

o

rc.oh ha9 b36n duly snlored oo lh€ Kenva A
det6d 7lh Decembo,. l9{4 6nd wrlh th6 K

rrcrah register rn accordanc'r
enya Clvil Avraroh A4l. aad

;;.;\

oare ot issue .!..'!...!..q0.rslfL.?009... i!, A

TII!?:z
by .ulhonty o neral

TOTE.
I tt (4{t,!. u n.a pttl ol tir AtrnNl Otntshry

IP.T.o.]



S erial No .,=1(fti ,' .*- ,

mq'L"
35t6

KC/\A (L) 25

eIliCi(rr)ily llritlriUitrg 6ir sl(r)ty

KEhIYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Air.cralt

26?-O
No

/it
.$i'

Naliooalilv anC
ncqista(ion Mark

5v-cYc

2. ManulaclurerandManUlaclurer's
Dosionalion ol Aircran

Boeing Commercial ?\irp).ane
Croup
Boeing ?37-800

3 Aircra{t Serial
Number

43400

4. NamG ol Owner

Namc of Lessee:

Cel.estial AviatJ.on :rraclilg 16 Llmitott

Kenya ,tirways f-,imitecl

5. Address ol Ownor

Addr:ess of Lessce:

Aviation Eouse, shannon, Co- Clare
Ire land

Airpoxt North Road
Embakasi ,
P-O - Box 19 0 02-00501
N airobi
KENIA

6
It is heroby cerlilled lhsl lhe above d€sctlbed akc

rvilh tho Convefltion oo lnternalion{ll Clv[ Avialion (l
lhe Air Navigallon Regulallons l!3ued therEunder 6pp

ly onlcled on lhe Kony! AlrcrEll reglster ln !ccordaf,,:e
b6r, 1944 ond wilh lllo Konya Civit Aviatron Acl. an(t

rall h!3 been du
rled 7th D€com

Dare or issue .?.?39-.1g:y.slg.:....?9.*:......-.

NO] E:
L I htt C.4fir t. i'not proololt&t Aircra[t OQn'rlhip.

c

by iruthorily ol lho Dircclo. ,>it'a

IP.r.o.]



SlcflaltJo

Name of Lessee:

35d9

$<c
iirj..iA ir j)i

ef iicicntli, rn rrllgirrg air saf ety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No
2638

Natronalitv and
Begisla(ion Mark

5Y.CYD

3 Aircrall Serial
Number

40553

4. Name of OwneI BaDk of, Utah (Dog in its lndividual capacity but
so].e].y as Owner Tru6tee)

Kenya Airhrays Limited

2. Manulactuler and Manulacturer's
Oesignatron ol Aircratt

Boeing corutrercial AirPlane
Boeing 737-800

5. Addrsss ol Owner

Address of Lessee:

200E. South Temple
Suite 210, Salt Lake City,
Uta}t I4111 ,
United States of Arne r ic a
Airport North Road ,
Elo.baka si
P.O.Box 19002-00501
NAIROBI -rE}fYA

6
ll is her€by csnili€d lhat the abov€ describ€d airclatt has be€n duly e

with th€ Conv;nlion on lntornational Civil Aviation daled 7lh Oecember

lh; Ak N;vigation Begulations issued thereunder applicable in Konya

nlered on the Kenya Aircrall regisler in acco.dan':e

, 1944 and \ ilh lhe Kenya Crvil Avialion Acl, and

by authorily ol lhe Oireclor General

NOTE:
l.ltttt crdirtcat' t! tot proololrht Ancnlt o.",'.tslt;p
7. No atttri.t o. ctilortr^enr, nu,1 b, ,nn,li 't tt'i <cn'-f'catc ctcz1t itt v ,lnonn?t onl by lc pcrton atrhotiscd lor thdt ? 4:o1'

lP.T.O.l



- -- - 
Sorial No 3C68 KCAA (L) 2s

etliciellUy managlng nir_satcty-

KENYA CIVIL AVIATION AUTHORITY

Certifrcate of Registration of Aircraft

Nalionalilv and
Regis[a(ion Mark

5Y-CrA

4. Name ol Ownsr

Na.ule of L€6see: xeDya Airyaya Ltd

, Eank of Utah'(oot ln ita intuvldual caDacitvbnt colely as orD,er trusleei '

3. Atctalt Serial
Numbet

40549

2. Manulactutor and Manulacture/s
DesiOnation ol Airc.aft

TEE DOEING COIIIPAr{Y

BOETNG 737-800

5. Addr8ss ol Own6r
200 E. Soutl Te.tqple, suite 210
Sal.t Lake City, Utan O41It

Atldress of Lessee: Airport North Road
Eurbakasl
P. O- BOX 19002_00501
NAIROBI - KENEIT

6
It ir h6r€by c.rtlflsd thal Ih6 abovo d€sc.lbed alrcralt has boon duly 6nler€d on thg Keny. Aircralt rogllter in accordanco

wlth lh. Convonlion on lntsm.llonal Civil Avlallon dlled 7lh O6cBn$
lho Alr lt.vt06lioo R.gul6uon. llsuod lhereundo. lpplb.ble h Kony..

104 wilh thr Kenya Clvil Aviataon Act, and

CAr\
xEll\,/\

oar6 or bsrrc ..11:!&...9..g*9).er....:201{.
Diroclor G6n6ral

NOTE:
l. Thit C. iica!. i! nol prcol olth. Aifttr{l O*n.uhip.
2.Noturtitror donen.ntr nay be mad. in thu c. itcot..rt.pt t^th. .,.d^^..and U tI.p<nonouthoit.dlo, that pu,Fos.

lP.r.o.l



ll1. r,;11 Nr.t l\Cl\A (L I 2i
;i 4 iill

h

KENYA CIVru AVIATIOhI AI.JT'HORITY

Certificate of R.egistratiorr of Aircraft

cllicrcrtly nr;rrrcllittg ai. lr.rl^l'/

No 2609

Nationalitv and
Regislalion Mark

5Y-CYB

2. ManulaclurorandManulacluror's
Desi0nalion ol Aircralt

4 Narne ol Ownel

Name of Lessee: xenya Airways Linited

5. nddross c{ Orvner

BOEII{G COMI.IBRCIAI ]\IRPLANE 40550

GROUP
EoETNG 737-800

BANK OE lrtAg rnot in ite inttividual capacity
but sole1Y aa ovrner tru6tee

3. Aircralt Serial
Number

PC}. 72
flanger
7500 E.
SeatIe,
USA

Airport North Roaal
Embakas i
P. O- BOX 19002-00501
NAIROBI _ KENYA

3-812, Building
Marginal I'JaY S

WA 9B10B

+4

Address of Lessee:

6
ll is herobv corli[ed thal lha 6bovo descrlbod ailcralt has be€n du

*lttr itre Convention on lnternalional Civil Aviatlon daled 7th Decem

iil" eil lrJgitl"" negulations 16su€d lh€rsunder applicablo ln Kenya'

lv enleled on the Kenya Alrclall r€grsler in accotdancc

ber, 1944 and with lhe Kenyo Civrl Avialion Acl. alrd

oare or issue ..L.9..*L..HgYgIQgf .,....?..Q.1.4..".

NOTEr
t Thtt C tfi(nt. tt not prcol o! thc Aiftnl O$t'ttl'iP

tP.r.o.l



,: t:t) .l I i it
^r-A.r.,- .,

.i ; iiji.i

.t .L ,-.. .,
1

KENYA CIVIL AVIATION AUTHORITY

Certil-rcate of Registration of Aircraft

:,ldir:I131!ly: 'r.i
llE,j S::r'ic,r',i.i,\

5Y-r,rr

tlo 229b

2 L'l;n ulac(urE. anc liitx u laci(. r1.{'s
Ot5ircaliorl Ol,(rrarslt

Ii}IBB.AER*IiHPRESA BRASILEIRA DE
AI:R0NAUTLC,J\ - S-A.
FfiBRAER T:IU I9O-TOO IrJV

Ai,C,Jlt Sr'r.rl
lJl|rril)r:,

r 9000398

/. I lanr!: (:' O,;rr,er

l{!ae of i.e]i6re;

d JAC M. LI.C

KEI.I?A AI RI{AYS LTHIT}:t}

I (J :i- t{1.:1J lr[vER DRM: U/rST. SUrTE 200
FORT I.AIJDERNAIE, FI.ORII)A ]]]OI
USA

A I I.T'ORT NORIE ROAD

E{BAXAST r P.O. BOX 11002-00501
NAIROTiI, KEIIYA

ArlCress.--l C^'.er

.).i:., ul rsr;r,

AddY1:se oi I,{!6sc!:

:r,ih,-,aa-.\:,1,1.,rljal :l)ol l ra aCi:!c {lsi'IrgO 11,rd.:!'l i:J5LoCn:l!.r'in.r"r,.j,'lhEl.rr,'r'lir:a,nltlqlta',(rt.i;."'l.ttr','
:1rr, the ac:r...r!1r on cil l:rrerrritr.nil C!.rrl nvrnloc ajjierl ?l.t Dgccnbr' l;.:.1 l:14 ",'ln,re X€oln (:,,, 

^?rnl.:cn 
i.jl i,r:

,-+ j.t, .a.r,fr ,;i:.:.1 P.Jgrttiri)r.s tja!;', ll_,:l:utr..ier al:,lf.tor *1e,'ia.

. i ?ch. DEc.p!$sB,.?Ql0

.$,,lti

U./ J,irh)r,iy r-.1 t-: O,ri:11 fienrlrrl
[.

. ..!tit,.,r..i ; n 't":! itt

tr{)Ii

ir,i t!rr! !r,r:,:.

iP.r.o j



Sarisl No XCAA (L) 25

ellr.relrtly,ri,.naging a;r salely

KEIIYA CrUL AVIATION AUTHORITY

Certificate of Registration of Aircraft

2ll8
No

Arrcrah Senal
Numb€r

t\
38d6 'k.

H/
EB
id 11

l. Natiooalitv and
Regisla{ion Mark

5Y-<lQ

3

r9000440

,{ u.ha 
^l 

aE66r

Nr- of hcart:

l{e- of Plmuclcr:

Jtt rgtr urc

rEIYA AIrgArS r.rrrr"n

Blllx OP 0TAA (rr Srcurlt, Truatct)

2. ManulsclurorandManulacturor's
Doign.lion ol Aircnll

EXBT,ABT

EUl90-100 rcs

5. Address ol Ownsr

Addrc.. of L..63.:

Addrrrr of fiEr.aclcr:

l0 S. Ncv llvrr IlrLve Er.t, Sult. 20O
Port l,rudcrdrlc, Plorlde 33301
tsr

P. O. EOX 19002-00501
lhLrobl
IZXIA

2OO Erat Soutb T.ryl.. Su,-tc 210
S.lt I.lLt C1tr. Utrb 84IIl
0sa

6
ll it her€bv Csrliliod thlt lh€ lbovo dolcdbod ai.crrlt h!! baon duly onlo,ed on tho Konya Ailcratl .egisler in 6ccortl!nce

with th! Conv;ntbn on lnt mlllonrl CMI Avlrtion d!l.d 7lh D.ctIllbor. lo/U..nd.wirh lhe Xenye Civil Aviation acl. rnrt
thc Air Nsvigslim Boeurtom blued lh.rcundar lpplbrbl. 1.l K.ny!

Zltb l{ry, 201I
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Sorrall'lo 3900

Nalionality and
Regisla[ron Mark

5Y-TE

4. Namg ol Ownor

I'lrrnc of he arc:

-(

(C KCAA (L) lal

Aircratt Soriat
Nurnbor

r9fi)o468

KENYA CIVIL AVIAUON AUTHORITY

Certificate of Registration of Aircraft

e flicicn tly m an aging air s1161y

tAI8iEl*3'.:4681J.C

f,cuyr Alrrryr Lhitrd

aMalulaclurer and Manuf acturer,s
D€siOnation ol Aircreft

E*rrcr - hprcae BrerlJ.c lre dc
.lEourutl.cr S. A.
EUB8AEf,. I9lFloo

5 Address ol Or,'rner

Mdrerr of kastc:

2140 D D,rpoot Illgbry
C..d.D,, Dr-llrrrc 19934
t.s.a.

Alrport North Bord - Erbelr-cl'
P-o- Dor 19002 - 00501
nrlrobl-
rE}TYA

6
ll ls h€r€by cSdifiod lhat tho abova delcribed llrcr!fi het boon du ly enlerod on the Xenya Air

with lho Conventlon on lntsrnational CMl Aviation dsted 7th Oec€ rnbor. 19,{4 and with th6 K€
lhe Ai. t{aviFlim RoOUlstion! ls!ucd lhcrcund€i applbabts in Keoy

crrh rcgislcr tn accordance
nya CMI Aviation Act, a^d

a

Oltc o( h.rro 9th carbcr 20l l
tnortl

NOTE
l. Tii! C..fitrca'. i' not prcol oI th. Aircmf Owatuhip.
2 lto ' t'i.t ot.^do,tcn.nt! ,'aY b. hod. i^lhit a.nifi.ot..t(.1tt i^ th/ i,(,n.ta,,d bfth. ptrtol aktho^tcdlor tler pttpo:c

by D

tP.r.o.l



818 KCA,\ (1" 2a

e ;r:,e|!rt? r,tarrd!lir(j ar. sitrrt]

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No ?.L72

.,+
Sui ri!, ;\i,,

(

Nallonalit\, ard
RG,grsiaiaJn iJari

5 Y-kYl:

.t Namc ol C,...,io.

llaor of t-esscc:

2 llenulacturerandl,lanulacluror'g
Oesignatir olA,,crrll

TUE IOEIXG COUPAII
3oErNG 737-800

nrrsrx TIm L !.Etsf, FI'rlEcE cotrpo&aTloN

IG]NY  A.LITPAI S Lft]'I'UI)

3 Airoan Se ai
Numbel

35286

5 Acd!ess oi Owncr

Aidress of Lcsscc:

I0250 Coostlllstlon loulevnrd
3th Floor
I,r,)S ANGE.ES
cAr.IpoRNtr{,90067
UII I]':LD S1A,rDS OP iWIRTCA

P. O. BOX 19002 - 0050r
NAl l{O8r

E
ll,! h!reb:. c4nrllco (hat tha nbovo dcsgibed aiEralt ras been d,.rly entcred cn lha Keny a A/rcrah

.xlr the Co^'.enlich on l^ternslonal Cr\il Avialio.l d €6 7lh oecoit'er, 1944 rnd nith
(te Air NavrC6il!.l .qggt:nticn! i!!u!d thar6und!r epplcalia i6 Kaot

CAA

,€9!tor Yr lccordnacc
C?l A.,i6dc^ ,i.ct, .!n:

u
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5Y-{rU

4. Namg of Owner and
Conditlonal Se1ler:

12r19 KCAA (L) 2s

eflic ien lly m anag ing air safety

KENYA CIVIL AVIIffION AUTHORITY

Certificate of Registration of Aircraft

No 2273

NationalilY and
Reoists[ion Mark

3 Aircraft Serial
Numbor

287 t9

XouLarltJte Luchrcaarr Uaatschapp l,l [.V.

Naare of Operator aEd
Condltlonal Purehaeer:

Kenya Airways Llrlted

2. Manulacturor and Manuf acturer's
Designation ol Aircralt

Boelog CorIncrclal AJ-rplaue Group
R737-306

5. Address ol Orvnor 3a6
CoudltlonaI SelLer: Aur.sterdaDaeueg 5-5,1182 GP AEs telveen

The NeEberlands

Aarports North Road
Enbatasi, r. o. BOX I9002-O050I
Nalrobl
Keuya

Address of OperaEor:and
c,onditlcnal Purchaser:

b
ll is heleby certillsd that the above describsd aircralt has be€n duly entored on lhe Kenya Aircraft register in accordance

wilh the Convenlion on lnlernalional Civll Aviation dated 7th December, 1944 and wilh the Kenya Civil Aviation Acl. and
th€ Air Navlgalion Begulatlons lssu€d thereund€r applicable in Kenya.

/<.. j-=\_-
?r.?.Vt,iIrc-.\

Daro or issue,i.t}.q-Ep*r..j39..1..9........... . .....

. ,i\
' r.l l1 =t

NOTE:
L Thi! C. ilcot, iJ rot ptoolo/lc Aitcrafi Orvnership

sery.
by aulho iibrrn Gen€ralol

2. No. ri.t ot andotumcnls moy bt madc in thfu ccnificatc ctccpt in thc nonncr ond by rhc pcuon outhoritcd lor that purpou

tP.r.o.l



li()flJll.lo

F<c
i55l KCAA (L)?:,

Nationality and
Ftegisla[ion Mark

5Y-KZG

4. Name o[ Owner

Name of Lessee:

Nam(-. of Financier:

clficicn y m aDaging air safely

No
2239

2. ManulaclurerandManuraclurer's
Designation ol Aircratt

The Boeing Company
Boeing 787-8

AITN8 3504{ LTUITED

Kenya Airways Liruited

Wells Irargo Northwest
Nati.onaf Association

KENYA CIUL AVIATION AUTHORITY

Certificate of Registration of Aircraft

3 Aircraf I Seriat
NurIlber

36044

Address of Lessee:

Address of Financier:

190 Elgin Avenue
George Town, Grand Cayman
KYI-9 0 0 5
CAYMAN ISI,AND

Airport North Road
Embakasi
P. O. Box 19002-00501
Nairob i-Xenya
260N.charIes Lindbergh DriveMAC:U1240-026 -

SaIt Lake City, UT 84116
Attn: Corporate Trust Lease

5. Addrsss ol Owner

Grou
6

ll is hereby certilied thal the above described aircrah hos be6n duly enterod on the Konya Aircrall regrster in accordancL
with the Convenllon on lnternalional Civil Aviation datod 7lh Oecember, 1944 and wi(h Ihe Kenya Civit Aviation Acl, an,.l
lhe Air Navigation Begulalions issu€d thereunder appllcable ln Kenya.

Dale ot issr.re

by aulho.ily of lh€ Director Geoeral

NOTE:
L Thtr Ccatrtcok it ot proolo/th. Ai,cralt Onnc.rhry.
) Not ti() or .ndott.nr?ntr nutv b. nad. ut lhit ce ttrcot? ,-\ccpt tn th. ma \tro,db) t p.tso,l outloriud for rharptrpotc

lP.r. o.l



SEABU RY

Assessment of
Proposed Restructuri ng

@*ryif:yA{:.,},c



I
I
T

T



L

SEABURY

Definitions

'$: available seat kilometers (flights multiplied by seats per flight multiplied by kilometers flown per
flight); the basic unit of production in the airline industry

'RPK: revenue passenger kirometers (passengers murtipried by the distance flown); the basic unit of
consumption in the airline industry (e.9., passengeo purchase an ASK and become an RpK)

'RASK: Revenue perASK - a measure of revenue performance; unit revenue in the airline industry

'CASK: cost perASK - a measure of cost performance; unit cost in the airline indusrry

' Load Factor: RPK divided by ASK; the percentage of available seat kilomelers that were sotd torevenue-paying passengers; for a specific flight, the percentage of available seats that were filled

'staqq Lenoth: distance of a flight in kilometers; average stage length is the average ftight distance inan airline's given route network

'Yleld: Revenue divided uv.f_x; theamountthata passenger pays to travel one kitometer; important inthe comparison of routes of different stage lengths

'Q-&Q--oassenoers: origin and destination passengers; O&D passengers in a hub network include bothlocar passengers (e.g., passengers who tat<e onry-one flight, iike tho;;tiarering stricflv betweenJohannesburg and Nairobi),.and connec{ing pasiengersle.g., passengers wnJtare murtipte flights tocomplete their journey, like those traveling from JohinnesbLirg io paris-via N"ir"oil

'Plocf Hour6: the time that an aircraft is actively conducting a flight; typically measured from the timethe aircraft leaves the gate at the origin until the time the aircran furid it 
" 
glt"ii the destination

'Elloht Hours: the time that an aircraft is actually flying; measured from the time the aarcraft takes off atdeparture until the aircraft lands at its destinatio; ' -

I
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L Executive summary - objectives and process
with the support of its advisors, Kenya Airways 1.Ke,, oi ttre ,,company') 

has developed acomprehensive restructuring proposal to stabilize the company's capiiai structure
I Objectives

' The company has engaged the.seabury Group ("seabun/) to review its latest financial pafforrnance, forecasts, and rdatedrestructlring proposal (the "Restructuring Plan;1, and to piorid" i, a..errrent for lhe dovemment of Kenya and other

. The engag€mant lettsr includsd the following sc.pe provisions:
- Revr€w .nd €vatuate th6 feei,ibitrty of ths Ke lurnaround dan, lncluding th€ progr$s ot r€covsry p(oce3s:
_ R'view and evalualo all paopoaals/o ona on th. ro.tucturing ot deu, includino tea.tng oblioEtjom 6nd toaal ber* d6bt- R.vlew and evaluate elt propo6als/opton6 on the cafital structure;
- ldontlfy tho k€y sks as8ocisted \'tith th6 proposala/options and th€ Ko roltructurino generally and recommend u/ays lo manage th6so i6kt:- EhgaO. vrth the covslnmEht o, Kenys (,GoK,) to und6r6tand ati loho term 6trsl.Oy tor KO.
- Maks recommendatons to GoK on lho moal fea6ibls rostructurino option:
- Monito{. on b6hdt of lho GoK tho paog,e6.s of tho imd€mentatim of the ag{eod prooraftmo6:
- P,ovide on going ongaoam€nt / advisory 6ervices to lh6 Gok technical and caunot aub_ committe€a:, Und€ ake any othor task8 th.t th6 coK may requrre ln relaton to the to tho KO r6shucturino

. To producs this assassmont, Seabury 6nalfzed:
- Thc Company's latr6tlinahciat reaultB and r6vis.d tor.castfor th6 curent flscal y6ar
- The status ot turnaround initiativ6s l,eing imd6m6nted by th6 Company eM ib adviGors

The ratesr revisions or th6 financi ar ror€cast and th€ R€.tructuring pran, ae prc,vrdod by he company and its advis.ra- Mark€t data r€lsted to lhe ai,iine industry

I Process
' ouring the t'lEeks of 12 December 2016 and '16 January 2017, seabury representatives met with lhe companys managernenttsam, its advisors, and certain representatives of the Govemment of Kenya in Nri-uii" ii"*a" rm be[6r understand tfEcompany's current pertormance and the latesl revisions of the Business 

-pta" 

""; 
G;'R;;;;rng plan. ln addition, seabury

Ei[?!ilXllJ:ffisme€tinssinwashinston'DC lexfort-tmporteanr."itn"u"ii"o;Li]]ilr-onaonrp.rrlandcairo(Arrican

SEABURY



t Executive summary - summary of findings
while recent trends are not favorable, seabury recommends that the GoK support the
proposed KQ restructuring, while also seeking other means of enhancing the value of the
national flag carrier

$ Kenya.Airways providos significant valuo to lhe cruntry much of which would be lost if the canrer were to c€asoop€rations or substantially reduce its scale

;':li KQ's recent performance has lagged its budget / original forecast (from April 2016), with the mosl significantvariances coming in passenger.revenues (where industry capacitygrowth is exceeolng inJusrry demand growlh inmany of KQ's msrkets) and fuel expense (as currenl fuei prices aie-higher tran tnose 
"assumed 

in the original plan)
;-11KQ's share of capacity has been falling over the last four years, \r,hile the c€pacity share of key competitors hasgrown (e 9., Ethiopian Aidines in East Africa and Middle E;st canier share to Afri& from the rest of rhe worb;
1i!! As a res-utt ot the woaker yoar-todate porformanc€ than expected, the company and seabury have dev€loped arevised s-year forecast with low- and high-case sensitivities that nave ueen Lseo a" in" 0".i. to update theCompany's restructuring proposals

-S' 
Seatury has worked with PJT lo evaluate the impacl of the weaker p€rformanco on the Restruchring plan and todevelop adiustments to some 6lements to improve KQ's chances of achieving a success{ul and lasting restructuring

$seabury believes the Restructuring Plan as defined by PJT is reasonable and nec€ssary tor the survival of Ke
flseaoury r€commends that theGovemment of Kenya fully support the Restructuring plan (subjscl to the substantialagreement of all olher stakeholders to requested conca6sions / restructurrg of i&.;;i;i on an expedited basis,by providir€:

- support for tho Mou with KLM, whrch is crilicar to receiving th€ additionar rquidity that Ko requrres

ii[i:fli:",]":t' 
8oo million ofguarantoos, as outlinod ln the Roslructurino Ptsn, in ordor to achi6vs a @nsensu6t resrructuring w h a[

d:9some elements of the Rostructuring Plan may b€ difficult to achisv€ (6.g., concessions from cortain operatinglessors, \i,here lack of commercial liverage may limit KCfs aorfrry to imfrov. turmij- 
- -'

f,'lseabury further recommends that th€ GoK implement additional measures to provide value to Ke beyondsupporting tho balancs shoet rostructudng (€.g., to help KQ comp€t6 with inteinational competrtors who r.caivesubstantial support from their home govemme_-nis)

SEABURY



L Executive summary - benefits of a national airline
A successful and well-managed KQ will deliver significant benefits across five core areas

. Unlock unlapped demand
prodicled by cDP grorth over
next 5 yoars

. Provide direct ltights on
und6rsorved marksts

. Enable trade and
oconomic gmwth
within K€nya and
lhe r6gion

. Encourage
invcstmont

. Grow tho inbound
tourism induslry

. Support Nairobiar
an intemalional h(
and commercial ci
for region

r Opportunity to
becomc 'dc facto'
llag canier for
neighbouring
countries

. Promote Kenya's reputaton and
imago r.,orld\ 4ds

. Develop a sfong bmnd to
ancourag€ foreign investrnent
and lourism

. Marntain and rmprove domsslic
and rBgionsl connoclivity

. Provid€ nGcessary
lransportstion inft a3tructuro in
absanco of other r€liable mod63
of transporl

SIABURY

Satisfy
demand for
air service
both today
and in the

futu re

,|

2

Economic
benefits

3

Strategic
benefits

4

Tra ns portation
lnfra stru c t rr re

Cultural
ambassador

on the
in te rnational

stage

5



t Executive summary - need for restructuring
while KQ can bring considerabre varue to the country, it requireJan immediate barancesheet restructuring to address its negative equity and unsustainabre debt burden

I Capital structure
. As outlined by the

Company's advisor3 in thc
slide al righl, Ke,s debr
and lease obligalions have
grown lo US 2.2 bilion

. Wth KO's curEnt
operating performance,
free ca6h flows are
insutllcient to satisi/
conlraclual debl service

. The Company requires sn
Urgenl and co,np(ehensive
restructudng lo pre,,/enl a
llnancial collapse and
ensure a solid foundalion
for future growlh

SEABUI{Y

DitAI I lOti t)t.tr t,.,,;t()tl

rr;t.i.. iir,,rr ,l,tl,tl l,lr| trrt ,r.,,,
h(.\ lro! two lonr 5 ot{t!Lt cllt grttol]s

; ii.
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t Executive summary - restructuring objectives
Working with the Company, its advisors developed a restiucturing plan that was guided by
three key objectives, and based on the Company's financial foreiast at the time (eprit ZOiO)

I Objectives
. Seabury 8gr€€s with the

objectives of the
reslructuring as oullined by
thc Company's advisors in
tho slide at right

I Basis for restructuring
. ln dev€loping the pmpo86d

rcatruclurinO, th6
Companys advisoG relicd
on KO's s-year fnancial
forecast as it existed at th6
time - April2016 (tho
'Original Plan')

. The Originsl Plan defined
the €xpectcd profr tabdity
and lre€ cash flow that
\,r/ould b€ av8ileblo for d6bt
service peyrnonts going
forward

SEABURY

titiAI t, OR t)t:;r.lJ\5tON

F1, ", 1t r r,. lr rrilg (-)1.rj,,,,- [1,,..3.-,

KQ'r r.rtr{r.lurint propo.. t .ddor r.r ..! h ot tho toflowint obi.(riv.r tor xQ .nd ir, (.t.hotrl.,r:

!u" r arl iri.- LJrlr:irr I |l!c rr,]r! Jr " .r,t!i,.;ir i! ,

!'i, rrllr.r rit(Lrr ftn'ri [..]r.;I rr,., tri,1,. ; .-.r,, ., :,.r f.r . i: i t- 1... ! . (r '- .. '! .1,.
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L Executive summary - current fiscat year performance
The Company's latest results are falling short of the Original Flan, and the Company,s latest
outlook suggests that this shortfall will continue into the future

I Passenger Fevenues: c
USD millions

f] Odotn.t pt.n

r@t I Adu.l / R..tor.c..t

urrent vear- r@l
8721 t

!EBITDAR: curentvear
USD millions

Ll orie tmr ptn

! taLnti Rc-trccert

239.98155

579 0 55t I r@t
r37.r +

144 0

I12.3
s.a

37/r

ol USD la.3 niablr troot(.d .. corlho.ncy oe.nr.h actuala arld orl0kr.l PLn; KO t a r.6r y 3lg06drd thl. p.ovbirn L

ConlnO.r

(&montl. !ctu.h)
D....rh - hr.ft

(aflodl. ,t$rtcaaf]
Ful Y-, Z)1Ei7

(8+4) (6-lllo.rraadt t)
' Non{a.tj fmyLbn

OErlI.-ll.di
(4firirE lr+.E t)

Ful YsZllAlT
G ..)

l',: a

no bnFr nac...ary tnd wlll ba ramovcdI Plgjected EBITDAR: Ortginat ptan
USD millions

E o'trrt hn (Xo Apd mro)

30a 5 35.3

235 9
2133 2&.1

2C.0
at.0

mltl6 (.) ?o1(y17 Fy17lt8 Fyl&10 Fyr0/2O FY,r21

n Revlsed 5-year forecast
. ln light of ths profitability shortfal in tho current fiscal year,

Seab(ry has wofk€d with th€ Cofirp ty to Oevdop a qri*
revision to th€ S.year plan (the -Revised Ran'1 tra cotla Oe
u8ed to rgviso th€ Restrucfuring plan, as ne€d'sd, to account
lor th6 reduced cash flow potsntial

. Th6 Revised plan fsaturos raduced flaet gro,vth and capacity
grci,vth (especially in ths nsar-t6rm). and more conservative '
assrmptions r€gadng ttl€ macJo environm€rit

. The Company and Seabury have also indop€ndenty
davelopad sansitivity c€sss lo shor potential do\A/nside and
up8ide performancg versus the baseiine R6vis€d ptanSou.ce. KO ptrn; S.sbury.nrtds

SEABURY
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Executive summary - revised forecast
Seabury and the Company have both developed revised S-year forecasts that incorporate thelatest results for the current fiscal year and a more conservative growth plan for the future

I Low case
. Assumes weak€r revBnue

environment (greater compstilion or
lower demand)

r LchA, case assumes ltE same capacity
as the baseline scanario

. lf the Company tracks the low case,
additional slrategy restructuring work
will b6 needed to rsdefine a
sustainable fleet and net\ ork

ll Basetine csse
, Revised 5-y6ar forec€st

incorporating latest results and
expectod revenu€ tronds

. Prc'iected EBITDAR is generaly
USD 70 - 120 million lo\,ver, p€r
year, than ths Original plan

. Reducod EBITDAR is somewhat
offset by lower fleet @sts, as the
revised forecast assumes less lleet
gror/th

! High case
. Assumes improved revenue

environment (reduction in
competitive capacity and/or
additbnal d€mand / yi€ld grornh),
aloog with impl€mentation of labor
cost savings

. High case assumes the sam€
capacity as the baseltne scenario

I Projected EBITDAR
USD millions

- 

KO tow calc
"-- S€.bury ior, C...

154 s 170.2 1604 175.7 1751

16,{.0 \\
161 8

1719

1O4 13.1

16'117 17rl9 18/19 ,0120 mn1

- 

KQ baallhc c.ao

- 

Sa.bary blralin ca.!

- 

OrtetEt pt n

2133 2o.1

3353
3G6

235

297 5

2
214.O

164.5 170.2 17A
26a

az.a 1An 5
163 ?3t I

1S0 159't64.0 162 3 112.7
16,{ o lm2

1Wt7 17Aa 18/10 $ta ionr 18117 lTna ta/19 19/20 -lfif2t

I - 

KO high ca6€

-- S.ab.ny hhh c...

ifia
253

Sourc. KO phn, S.abury Enslyd!
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t Executive summary - business plan ouilook
Despite the negative forecast revisions, Seabury believes the Company is taking reasonable
steps to actively improve its performance and secure its future

l. Operational transformation
' wilh lh6 halp of an oubide advisor, tho company has implom€nt6d e wide-ranging op€rational transformtion program to boostruv6nuc, reducc cost, end grncralc c€sh (.Oporation pddc,)

' Tho compeny hes commilted lo I new strstagic focu6 ("wnning in Africa') and has improvcd operational cmcrency and connectivity
' v\'lhilo oporation Pride hss achiovsd significanl improvernonls across mulriplo arsas, Ihore a16 notable gaps in some lt/ork slreams- R6voru6 p..rdr.Err 13 h-lg CEn ot 6. Cor,p.hy. izrg.b

_ ctn',n labor init'tiv" h'v' nor b..n .cti6v.d dr6 to th. comp:ny'. r.trr. ro ro.ch con.an.u.l .gr6cm.nti wirh ir. rxioh.I Additional commerclal iniflatives
. ln response lo the lagging revenue

p6rformancs, the Company dsrined t\,!p
nsw wavas ot cornrnarcial initialivss

. A material shorfall in proi6clsd revenuos
mey trigger a need for additional supporl
from the Govemment ot Kanya

We have a clearly derined vision for two new wav6s of commercial
turnaround, which will support our Winning in Africa strategy

o o
R.vsu.. €.t5ue &h,.ry 6 h,g.t6 v.th Enprovr\,
rrverr. hreor y irrr .ncrry iasrld r- oa...nhr
YI.l.l Is.e t@sd htOrE, y*r*nu p....n;"
corpor.E.. bu&n.6s cl!{,.nd h,gher y'.bn|l d.rt4
Efl.cdv.h.!3 rnphv? n.rwo.r\ 6nd Fdrtn r;.p6 r*
cmhcrodp.rlo'n a trrEn.0cnr.nt arrj SFE g

Ol.trtuilo mF !H t. dnrrrbdr- .r.E{|' r, ot&L 4tE...l ol oB .trl rnproE d,cd drllB rq

t.opr. hprov. t.rnt m.nao
rl^r.l!,. .nd mh(l*r.nd b.hryors

@

\,
saabury belioveE tho inltiatlv63 idontifiod by operation P-rlde and tho 16latod transformation oftice structure oivesths companv a reasonable chance to tuiniiounJiii ri"ir"iii'ii,-riilil ilifi'"li;i;;;-i;iril;";ffirrli"""

SEABURY

i.rlor. ou, r.vinu. ht.rntty
Ftlaru.lha hprahentd|o.r ot ou s.l.r For..
Efl ..tlv.n.rt app,oscrr
F..lor.lh. comp.dv.n.r. otou koy Ecommv.nd

Hll rn.l run: hpl.mcnt6n O&D-bsled to.E,Gto.&n!
lacdc.l appro.cn tuit.trg..d b.lw.n Sat.! lnd pRM

8,,, . ,.,r.r.rri r pr .irJr r,ty
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I Executive summary - restructuring plan overview
Seabury has worked closely with pJT to understand the key elements of the proposed
restructuring plan and to provide feedback where applicabll
I Key elementE of the proposed rostructurlng plan by maJor obllgatlon, as followe:

. T6rm lo ba 6nandod by turo yeaIr

. 30% .hortzaton r€ducton .qutvatont to _USO 25 mll on p6r yo.r ,or ,tvo y..B in liquidty rdi.,. Guarantac by tha Govamfianl ol Kahvat 777-300 to b€ rold to / r€mlrkotod by'BooinC; procooda to p6y doywr lontor holity

. T6rm to ba .xt!hd6d by thr6e. Stsdgm linc amorli2.tion ovar. Arry rhodrd in p.oc..do r ath
rdd,fig n.tudv

y€4la
tha thrca ya6rt of qtandad Lrm

ffi$ffi
ffiruffi
EiW

fiffi

ro.p.db tho rde of ths 7n.3(xlb bo eholt.d.{ar.t dl otE rit'df h th. Lst o !r*, frc*, *&
. Torm to bc enand€d by t$,D yoa6. '15% amodzdion reduc,tjon aquivalent to -IJSO E mllllon per yoar lor flv€ y6ars in tiqudity r6ltofr No guEr6ntac providod by lh6 Govornm6nt ol K6nya

. Term to ba a)(teMod bry thrae yoars

. S8ddt lin anodization orer itu o$ee yeen of ext6nd6d tgrm

. USO 2,l3 rtllfiion of d6U convan.d to 6quity
' usD 80o milron of guar!nt6.6 to b€ pr;vld€d (uso 525 mrthon ror T.avo 86rior dou; usD 12s mitlo.r tor bsnts, uso loo mdtion rorl.tten of crcdt; USO 50 m ltonfor n€lr fiquidity taclhy)

. USO 232 mllllon ot d6U convc,t.d to debl tn apcist piJrpao vchld6 to hold oquity in KO CEquity Holdco.). Equty Horrco d.H tom!: 1Gy..r m{turny; 4.ox pjvm'cnii".iiiJi,piiTinf,ll"i, i]ox 
"""r 

rnr",""t
. Tll.6 yac adoralorl on fiva E-1g(b nl!66 ctront laaa6 t6rma axCr. in 2O1g thru 2O2O' }ffiT"'*"r:X"''e Julv 2017 of uso 100 u'","""0 p.' .o.'ir' p.r*iiiilii, u,l'-ilso zeo o'rsnd per mo.rth p6r 6ircra' th roush fts

' No 6xttn'lon' tt cont"ci tttmlnallon dtlo! aI6 too for out ln the tutur6 wlth l.aaoa curenty oxdring b6lw€6n 2022 6nd 2027'tTlilffiI*iflHfl"r,i:sx1:Jil:::,"1";ilv;il;#il;fi",lL,rori*iauiin"i."."a-p,y-,,i"i'f,Jn'ir,"a"riuu,y

. 
**1r$_r,fyion ro b6 p.o/id.d by th.ch 2Oi7 and io b..ub..quc,!ry corv.rrod to .quly 

"r 
thc.arn6 rmo and on thc..me

' Requ'rt tor an addi'on.r g50n to b. p,ovrdod rn Jun6 m17. thet corrd be p.ovid.d throuch rn oquity oror.t 6 dscounr
r Riohb offrdnO up to lloom !t dsclontod pric. lo. nn , cquity
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Executive summary - recommendations (1 of 3)
Following a careful review of the Restructuring Plan, an assessment of other alternatives
available, and in consideration of the associated risks, Seabury recommends the following
I Restructuring plan

' s'abury agraas lhst Govornmonl cradt suppott, moaty likely in tho foam ofa ouarantoa. in a mi,imum aogragdto amount o( - uso a(x,million. '^ill be roquirgd to aclioys kly olomont! ot tre'propoicO reatruaufnl 
-4an

- Tr'vo 
"nlor 

hcilityi Tttvo ratt uclurino wlll lkaly nol ba achLvad withoLl Govammanl ol lcnya irpport; rlat( allca lhat aaaumad pro66da t oan -Lol fZ-ioo wilj not Mt r.Fy antor (bbl oul.hndlne

- Porlbn ol b.n* d.U (56* or USD t 25 muloo)
_ Clryul.. ol a l+*rlty lh. o, c...ll of usD gI i{lon (lr not. dlr..i toar). .....ll b.Llr6 rr. irDd ot roinm..|d.d t.,v.b
- Grr|rnt a or uso lm muo.r rn rrip.d or axirhc ahd tutrlo r.n.lt orsrdr. rhbh !r,5 r(.ry nor b 1g 11sd i,r,r a gu.6ni.3

' wtil' tho gu'nnte6 ol th€ bank d6bt could bo r6duc.d, thia mly makc adrievemont of thrt d.m€nt ot tho re.tructudng more dtficuq any
'uc,l 

roduction in the totrl amounl of Gov.mm.nt guarantcer miy ue ofrr"iuy 
"ottion"r "r"ot "uppolt 

that eould b6 requirsdto add6stny 
'hoftftll 

in 77'300 
'alos 

procc6(b and / or toichieve a targrted calr, i"iJiiiix or t uiri"o t$/€tve honths r6v6nuo (a soaDuryracommandatjon)

. Corrvsjfi ol d.bt to .quity i. . critcd .tdndlt ot lh6 reuucturl E C.rl ird.li.y. t?ort d by S.ab.!y: rithout th. cd eiolt oa3h{6hold.. dltr (GoK .nd KLM. rtor tundng) to oq,rity, thc nin ;fii",y td '-' -

' Th€ p'opo'ed r'strllcturino of th6 T.avo and srmblru facililias (both tho aenlor andjunior tranchoB) appoaE roasonablo_ T!'vo s'nio' r'ttnrclurlnq wltl llkalv bc lchl.vad wlh (lovcm.nanl ot xanya gonnrac b..ao on oralrck trom Th6 Erport-]mport glnt o ho usAcE{m): htur' ol th! Govcmmani to onrr r gurrmtce or ottrrr crcol rnL-ccm."i,r,ilit"ip.rou. rrr" .*cr$ or rh. Ts.vo ..npr ,".hr.unng_ R'-u'l'rtE o' th' T..vo tdo. h.f, -' th. s.mturu llclrr.. (-nb. rd rrt t.-rr!.te.id..a,*o.r rr ati:.r E,*orr.1.nDo.r a..*c^'r'dr') *ro mrv r.qu.a . coy.';-r r.r.hr.. .i.n .ro t J r..* rrrE li|l i- . .qx r.ra ,.r b Frn d h lo,. or ur Eirr.qur.mdrt ro omo.tcr.r. ludic.[o6 tor concn bn rm tm rrrtunceo tw roaili-nr !r s.mr',u hdrL.

Y
Tho GovommGnt o' Kcnya'r supPort for thc Konyr Alrways restructuring plan should be conditloned upon thGaubttantlal asreemont of all'6ther 8takahorde-ri tJ-qir"iLo ii;diiil'.iriiiiit ilir-rli"-i or asraement3



L Executive summary - recommendations (2 of 3)
Following a careful review of the Restructuring Plan, an asseisment of otne, alternatives
available, and in consideration of the associated risks, Seabury recommends the following
J Restructurlng plan

' Thc conv'ltion ol tho b6nk dgbt to detl ln Eqdty Holdco (otf Ko bdance !h.6t) k r.comm€n(bd; roma fo,m ot Govommont crodt
'upport 

i' lik.ly r6quir.d in ord.. to achi6v. tho dclk.d r-tructudn0 ot thcu"nt a"ii *nr,ol.rt o"ni*", t in" r."i"" t""-r,i"c-"rr.t ,

' \Mtlc trGt of th€ oporatno le.6 tr. udl 
-.bovc 

malk6t (rane. ol tota to 35!6 - !.. atdG 5o), thG c.qnFny h€a ycry tu.l6rg,a0o drtho opctllinc lt"ors - 6ither thrG€lt (..q., ch6pt* r rt o, i*...e*r" i.Li],ol iL. 
"rt 

.r"io,": .",ry d rtr. op.,anng 166 d,Bd,run lhro0gh the mi62020.)
' l/ltt{o'llr.dl'l rtt" do ml hlt d on th. oomPalllly.naas ol lha taaaaa whan ldlhlly axaout dt nlh.r i nta.{a mnnd n|.riat rho{cmant oE rir

'Tht0l[6rofanod6nslonofthraayaarrtothcEloo10610rrin€xch6n9ctorarBducliontomsakotraias(from-usD2gothous6ndp€a
month p.r atrcrat to USO 190 thou.and p€r month p6r aircrafi) is vl.;d 

""i"""onaU"' w'lth r"p€ct to th6 romairino opa.atno l6assr, iv.n tho rolatvaly lohg r6marnrno tarmt, $o otfor of an 6n€rdon ls not vi6w6d lo havo
"ico'lcent 

vdu6; anv liqddtv rd.a t,d c.n b. p.ovioeo through ;a;;;-,.#irio.," *rr r" un"r"."r to 6,'€ ..6ucrrim .tforrB

' conv'Bion ot n'w d'u ln th' smount d uso lso.mfiion lo oqutty h a citical olcm.nt ot th. r..tructurlno dah and ls tu y.upport6d bys66burr !'i,'rhout th. conve-ron of.h6rohord.r o"utcox 
"nJrc-il, "n"i-rr"o;Ji" "qr,,y,,tr" 

pran wi, rikoryf6ir

. Ddnion will llkev bc raqurr6d to achl.ve iha.r6itructudnC! aqutty holdaE mu.t p6y tha prica.lln.c....ry,torc.th.cquttyditudonbyldric,ringtrrcniccraaryttri;;iJ;if{"'-

Y
Thc Govomment of Kenya'r support for tho Kenya Alrways reltructurlng ptan should bo condifioned upon thesub.tantlal asroem€nt of all dthor stakehotdeic 6iiqi""iea con""iilSiiiliiiirJ"iirln-ri of agreemenrs

SEABURY
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t Executive summary - recommendations (3 of 3)
Seabury recommends that the Government of Kenya implement otheimeans of supportingKQ, in addition to supporting the proposed restructuring
I, Additional Government support for Kenya Alrways

I

I

f,
T

rc

' suPport th' comp!n/' cflorlr to rchaqolist. cohltrcl t.rma lrith ih trND Baioa uhloni by oncouracihg thc unionB to tako a more p.oduariycatancr whan noootsdnO vrith lh6 Comf,any

. ExCora opdono to roduca charC6! lncurod by K6nya AJn6ya, cxrmpba !!,ollovit:- 
ff 

rrr tratjast' h i'vo( o' l(arr. Alt y.. only: hohv.r, Bsud.r.ar..ar rll{,/d prati.{ r.b lah r..p.ct !o olh.r c.Irr.,! oe...tE tr

ffi #,f,ffiffiHffi $r.st:sr#,ffi,ffi ff ",:Hffi ,:,.ffi r*ffiil,_

' 
3B'Hffii'3*:";f#*H:[[tlat 

tax6r aro nor chsrs.d on p6dr .nd orh.' suppria and msted.rr ur6d by Kony6 Ai&-ays

' Er'hC6' lndud' ouba ADort Fa6ozon6 (uAE). h.m Khomiri lntomEto.rd AxDort (lran). &sba spociat Economiczono Adrromy(Jo.d.n), Mault. Rajapekre tntcrnarionat Alrpori fs,i Grrri 
""J","]" "liii ff 

" 
rs 

"irpo,L

' N6goti't' ttvor'tb u_ht"!l soraomonta on b6hllf of K€hya Ain ,/ays and, whera apB,opnat., tho Govahmont courd rimit rh6 arr r.ncnory grantcd to oth{ countriar to prot.ct route. tor K.nv; AI ..,; - -
f#ffi,i.f;$ig{l$ffi#,U^t:1i",:.1fl;.".* ro.ddrro.rtr.qu.ncv inrh. oub.,.Nikorr m.n.r, p.n rng. r.v6v

. Eniorcc th. Fly Karya AE{ to omurc e[ covcrnmont omployooa and conkacloE utazc Konya An ays for travol. 
",mil6r 

ad,on ha! b6on takan in oth6r countri6e auch a! tha USA, lndia, Kuwait and th6 Emir.t of Abu OhaU

' 
ffi" 

t" oto""nt tor obtllnlno !io* pormlh to .llow K.nya Airwlys to sttr.cl 6mcoyoos with raqdlito lkill! and to dovel op tal6nt

ln light of the lmportance of Kenv" ily:Hi:,,1,"-"Yrv-ot **v", the.Govornm.nt of Kenva shourd supportlts na0onal alrllne whirever rdaionable
SEABURY
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L Value of a national airtine
A successfur national airrine can deliver significant benefits across five core areas

t
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Air traffic has lagged GDp growth suggesting untapped deman
Growing wealth correlates strongly with expandeo oemino for air iavel for business / trade,inbound tourism / VFR1 and outbound leisure travel

Kenya GDp and ASKs 2015 GOp and ASK$ percapita
Roal GDP (2010 adjusted) andASKs (tndexed, 2009=jO0) ASKS por capira

200

tm

80

60

1m

zr
GDP ASKs

(?oro

USO p.

0200s m15 mm 0 sm l,mo 1,5OO 2,mo 2.500 3,mo

I ASK growth ha6 laggod GDp growth Konya has a relatively strong marfiot for air travol. From 2009 through 201S, cDp exhibited a posilive CAGR of 6%; . A strong nstional canier has supponed development of awhile ASKS incrBased at a slor,vEr CAGR of only 2Vo rolalivoly robust air trav6l market which significan y b€nefited the. Sludios estimato thal ASKs typically grow betlvoen 1x and 2x the K6nyan econonry
GOP growth rate, doponding on region and market maturity2. FIom 2016 to 2020. GDp is forecast to Orow at a 6% CAGR ; this

. yvhile the Ethiopian tocat population is -3x tess we8lthy, the

rsle in ASKS

rBcant grDlrfi ot Et*td8n drlhes has narotl'Ed lho gap in thc!rculd normally be 6xpocied lo lead to a similar or grEator gmwlh counlry'E ac€!6sitilty. with Eth iofia's acce6sibility currendy orly. For K6nya, ASK growth (snd rslatod traffic gfowth) ovor this period
50% lowrr lhan Kcnya.s

has lik€ly beon stunted by the throat of torrorism snd rolatod travol
wamings that hav6 depressed inbound tourism traffic V

KQ is in a prime position to capitalise on a relatively strong market for air travelwhere growth in ASKs has lagged behind real GDP growthl,lol€3: iVFR st.nd. tor !i .llng ilGnda.nd r.lalv.., .hd ia. comltrM .ourc! ot alrtr.v6td.m.nd tor couhtrta. wth . .lt!U. poFJtrtjon who h.v. m€rat.d to otll€r courirics: ] Many
aludhs by rcsdcmlcs aconornlc coniJIlng nrm3, govcrrunanl! andSourctr lrhufilm A Hsn3mrnilCAOiSt. D.vt . Gb.v.: O v.r V\rm.n; Th. Boston Contuflng croupi Th. \ /brtd 8lnt; tnnov.lri Se.bury snatysatSEABURY

+2\

. r.fklan
Cambodl. .

a t(.rva
Elhiopi!. t l/cp.l Cam.r6n . Gh.n.

t r.!

. Xlnb6l
. Kyrgyz Republlc

Sicr. Loonc . . a Zamtia



.T, Airlines can deliver significant positive economic impacts
A national airline can be a significant direct contributor to GDp and growing wealth through
expediting trade and employing a skilled workforce

hoft,E Arlincs can contribute
significandy to nationat
GDP

Airline revsnue as psrcent of GDp
2015'

h. 1o/n

Opcrating an airline
requires a akilled
workforcs

. A national airlino can create good w€ll
paying jobs and act ss an aspirational
€mploysr for young educated p€rple
looking to \,vork tor an int€maliorEl
company

. Even rslatvoly lor/v-level u/orkers
(machanics, contact centr€, sales
offices, airport gate and check-in stafO
will gain technical trainino, lT sklls,
and a safoty cuhure

. Both IAG and Ethiopisn Airlin$ are
proposing to invest in MRO facilities in
Nigeria b€cause of the existing pool of
skillod mechanics

. KO has investod in training facilitjoE
creating a valuable aducational
aslablishmont, with ovor 1,BOO staff
trained in 2015

A st ong natlonat carrier
enables trade at all levels

. Certain industries depend on the
spoed of air travel and flourish when
local and national governments invest
in aviatbn infrastructure and airline6

- K6nya's honicuhu16 and aOnbu6rnesEds
depend on airlrorghbng fr6sh flolv€rs and
producolo Europe

- Fa6tJel in T6nzanta oflcr6.fsh boxes,as a
chocksd luggagB fum lo tan6po.t lt€sh 66h
lo adand dta toan Dar ea Salaanr

- Exprea6 rnd packaoo troioht lomrarders ,
conaolidatoF r6quro aircraft belly capac(y

. Many small businesses and trad6rs in
East Africa need acc6ss to dlstributors
/ whobsd€fs in Nairobi or outside
Africa 8nd atrility to import smalt
volumes

&"y,yyt:. 3o/o

>r 5%

70a

. Revenues come from both domestic
and for€rgn points of sale gsneratjng
export income for the counlry

. Op€ratm of anci[ary busin€sses (s.g.,
MaintiBnanc€, Repair and Overhaut
facllities (MRO)) increas€s,exports,
and develops Kenya,s skill6d l8bour
force

V
A well managed and successfur Ke can be a major part of Kenya,s economy

ttote. 
- 

'So.Ih rqtnca n Atw.y. d ,o.20t4 (t!t.st ovlttlDt€ annuat r€ponl

i:#:il1#.1',$::lT ;i::*'ff':ffi:l,"arn* annuai repon zors: F.,,e,. K.nv! a,n^Evs ,nnua, ,e,d m1s MRo N!,v,ork, John Kas.da: rho wbrrc Banr. sou,,

SEABURY



lase study: Ethiopia's success building a nationat airtine
EthiopianAirlines has expanded remarkabry in the rast oeioe and the improved
connectivity has stimulated trade, tourism and economic growth

Kenya and Ethiopia comparison
R..l GDP (mro aqud.d), USO p., crFh

Ethiopian Airlines growth

75

50

b
500

I 500

r,000

2.O
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10

o5

:t5
3.O

:5
:0
t5
to
o5

m7 m08 zom 2OlO 2O1!

ASXS bato.E

ml2 :0r3 ?ott

asxs I errc.an

Arrivals to Kenya could bc,captured,by flag carrier
. Ethiopa's lourism lhdu6try has 6rpanded in{ine with EthiopisnAirlir€6'0roMh

. 
I-":I ,lryf 

"lrsm, 
d€sp e having a more devetop6d lourtsmsoclor, has stagnatod in tho hst docado (due h6ely to lho tuavel

wamings and associalsd depression of demandl
. ll Kanya's nstional caniBr w6r6 to c€aao op6ration, Konya,6

::T-",:!rly to rh, y"rtd t8 tikoly to dororiorate srgnincan'riy. runne,
oarhaglng the counlry,6 toud6m 6octor

2OO7 2OO8 2O0O 2O1O 2011 m.t2 mt3

- 
K€ny. tourl€ls arnvats I K6ny. GOp /.rpita

- 
ErhioF. rMil..rdv.b I Ethtopic cop / c.pt.

A revitalized Ke

I Ethiopia,s national airline has enabled growth
. !lll:!". tn.":"' lobust srowrh (+.17% CAGR in ASK6) i6 parr orrh€governmont vision to make it "the leadin0 avi"ton group in if 

"": 
- -

. Ethiopaan Airlines' Afiica notwork i6 tho most oxpansive of any Africar|cari€r
- Suppods Al.ican Unlon l-leadquortelB to Addis Abab6
- Major NGO6 also find Addis Ab€ba an afiraclive base for staft (e g.

USAID)
- P€rtnerships / Invostments ln ASKY (based in Togo) and Rwandair(Rwanda) 6rtond Ethio;ja,s reach lnto Ws"t rna 6ortt u,n nrii""-'

ml4

I

\/
can be a major driver contributing to the return to growth anKenya,s tourism sector-

Souc.r:Th. WorE AlnkiA&6nd, tnmv.tr; Elhiod.n Airikr.s

SEABURY

t I I



t KQ enhances Nairobi's strategic position in the region
As a hub for east African travel, trade and business, Nairobi provides Kenya with a strategic
advantage for multinationals, NGos and other investors in the region when choosing
headquarters

I Hub for East African travel, trade and buslness
. Tourisls and business trev8lers value lhe ability to reliably

lBach dorn€stic and regional dastinations
- KQ has a markel share of 7O-BO% on domeslic routes from

Nairobito Kisumu and Mombssa
- KQ has a markct shar6 of 9O%+ on 24 out of {3 African

destinations sen6d from Nrirobi
. K6ny8 AiMays - much liks ths Gulf cani€rs _ incr€ases th6

visibility snd stature ofth6 counlry and attracls significant
conn€cting traflic

. A modem airline 8nd robust inlrastructuro sonds a posilivo
signal to forsign investors and tourists considering kenya and
supports grpuih of the ocrnorry lhrough modemisation and
foreign inveslmonl

- Support Neirobi,3 position ss a commcrcial crpitsl of thc
local r6gion

- Atrica's market sh8rE o, Olobal tolriEm has riscn trom 3% in
ths 1980s to 5% in 2O1O and today slands at 6% with 8 plah
to a[ah (buu6-dgit fgu]B by 2O2O

l; Connectivity detail
. Regionally, KQ op€rates a major re0ional hub in Naarobi

which compGtas with the hub of Ethiopian Airlines in
Addis Ababa, 700 mitss away

. On the wodd stage, Nairobi iswell positioned aponof
entry to East Africa for tourists and business travelers
corning trorn Asia, Europ€, \nbstem ard Southom Atrica

t-

YA hub operation in Nairobi makes the iity an easier place to do business in theregion through improved connectivity and a schedri'; ;uited io the local market
Soucesi thmvatr, Unitsd N.tion. Wbdd Touri.m Org.nizluon (UNWTO)

SEABURY



+, It is not unusual for governments to support airtines
The importance of accessibility for business, economic growth, governance and provision ofpublic services mean national governments often providl direct-support to airlines

liUSa' Essenriat Air S.ryice (EAS) O tnaonesa, pioneor flighrs

. Subsidised by the Ministry of Trans@rtjation, pione€r flights
aim to b€tter connect the island archipelago nation in oier
to gain public interBst and then gradually remove subsidies

. USO 36.2 million has been earmarked for use in 2016

ffUn,t a Kinodom: Rogional Air Connectivfty Fund
. Tha 4 year deal waE announcsd in 2013 to maintain

important rogional air connections and marks the second
PSO (Public Service Obtigation)

. Fund size was doubled to GBp 20 miuion per year in 2014

$Australia: Remote Alr Services Subsidy Scheme
. Subsidisss a regular weekly air transport service for the

carriage of passsngers and goods to isolated communitics
. There are currenfly seven air operators providing air

transport servicss lo 260 remote communities -

!moro""o, govomment supported restructuring
. Morocco's gov6mment offered MAD 1.6 billion (USO 193

mittion) as part of a MAO 9.3 bittion pacXage reiuiieO ro-
restructure the canier from 2011_2016

. MAD 520 mifiion profit in 20.16 (MAD 203 miltaon in 2O15)

ft:ffi:^'.,Ltl"J#I;l*?i#:J#i"1ltff"fl,Tllg::J;gii,I::Jx.IT"T['^l;f,j,1ffi,ffr.-"11;#*,".""nco(sovuri:us rr.do6ndD.veop.n€nr

SEABURY

. G^ovemment programme put into placo after deregulation in'1978 to guarantee that small and rural communitiis
maantain a minimum standard of sorvico to larger hubs

. Subsidi€s totaled USO 261 million in 2015

f New ZedanA: Nstionalisation, restructuro and sale
. ln 2001, Air N€w Zsaland was rB_nationalisgd und6r a NZ$

885 mlllion government rescue plan (76.syo stake)

. After an aggrassivg restructuring, the government sold a
20% stake for NZ$ 365 mi[ion in 2013

(O araztt: Regionat Dovelopmont programmo (PDAR)

. PDAR wilt benefit 270 out of 689 tocal and r€gional
airports, allowing them lo r€ceive commerciaiftights

. The typ€ of upgrades exp€cted at each airport varies from
rehabilitalion of runrrrays to construction of new terminals

$ etnionia: a gov€mment owned succ€ssful airlina
. The Ethiopian Oovernment succoeded in creating the most

profitable African airiin6 in recenl years without p;vatsing it
. Ethiopian is imd€m€nting a 1Sy€ar ptan (Vision 2O2S) that

will increase its fleet to 120 aircraft and destinations to'90--



h Value of a nationa! airline
The Government of Kenya has three main options with respect Kenya Ainrays

I Support KQ restructurlng
. Support a "market, r€strucluring

and rocapitalizalion from lhird
parties

. Govemmont is abls to levorage
support from other parties (nerl
squity from KLM; concessions
from lessors and lenders)

. Balanc€s public funding
requir6ments with minimizing
negative impact to lh6 natimal
economy

. Support provided as guErantees
canies different risk than direct
cash iniections (e.g., guarantoes
on secured loans aro much less
likely to be fLdV call€d, as aircraft
collateral rotains valuo)

SEABURY

I Re-nationallze Ke
. Maximum capital required from th6

govsrnm€nt - in exchange for
maximum flexible to .r6set. the
capital structure

. Gh/as the gov€nrnent lt|6 groatest
control over the outcomo (at a
pncg)

. Allows the government to diclato
what level of service cuts, if any,
will b6 mad6

. Doesn't necessarily "fif the
Company and may rsquire
substantial future/ongoing capital
support

IlAllou Ke to fall
r The "defeult' scenario if

government fails to act in a timely
mannar

. Nairobi to lose airlins hub status

- Loss o, a€Oiohal connecli\rity

- Potenlial loss of corporale h€arquarlers
as air travel legs convoniont lo and faom
Kenya

. lmpact to the country may reach
beyord avielion sector (e.g.,
collapso of local banks)

. Capacity lost will be partia y ma.Je.
up by oth6r carriers over time - but
likely never fully replaced

. May nol be the cheap€st option for
lh6 govemment. when all
secondary impacts ar6 considered:

- Labor imp€c{

- Baclslop suppo.t to bcsl bants ard/oa
othor arodtora

- lmpac{ lo airporl, business and tounsm



h Value of a national airtine
There are precedents in the airline industry for governments that have made each choice

I Support KQ restructuring
. Csse study - TAp portugal

I Re-nationalize Ke
. Case study - Malaysia Airlines

. Malaysia Airiines is a Malaysian
national cariar, foundad in 1947
with a hub at Kuala Lumpur
lnternAional Airport (KUL)

r Operales -80 aircrafr and servss
50+ d$tinations

. The airline was de-listed and r€-
nationalized in 20.14 under a.MAS
Acl'

. Tha govemment iniocted a -USD
1.58 along with a d€op rostructuring
includrng a statf reduction of -3ogo.

. As parl of the restrucluring,
Melaysia Airlines has significanUy
cut its seat c€pacity (by -2O% vs.
2014), and becsmo the 2d laroest
cerrior Et KUL bchind KUL-basod
AirAsia with -2590 seat capacity
shar6 (vs. -30yo share in 2Oi4)

. The csnpaty is €xp€ctsd to retum
to profitautity in 2010

I Allow KQ to fail
t Cas6 study - AirAfrique

. TAP Portugal is a portuguese
national carrier, founded in 194S
with a hub at Lisbon Humberto
Delgada Airport (US)

. Operatos -80 aircraft and serves
70+ destinations

. The airline was pa dially ptivatized
after losing -€BO million in 2014 and
accumulating d€bt of -€1 billim

. The Atlantic Gatgway consortium
acquired 450lo of TAp snd mad€
capital injections worth €34S million

. €250 million in pre-delivery
Payments wer€ mad€ for aircraft in
2016 and 2017 (as part ot a fl€€t
rcpleccmont program wfih over €/
billion in new eircmft ordsrs)

. As part of the privatization, the
airlina underwent a resfucturing;
reslrucrrrEd €1 blum of debt.
raised over €35O million of capital
and raised €400 million of liquidity
through aircraft sals & lsasebacks

. Air Afrique was a pan-African airline
with headquarters and laroast
operations at Port Bouet Atrporl in
Abqan (AB.l) h C6rs dlvdre

, The airlin€ was founded in .1961 
:n1d

caased op€rations in 2OO2

. Ths aidine was owned by Air
Franceand 11 West-African
Govertments

! Beforo collapsing, il operated g
airsaft and its op€ratjons \r€re
crippled by ba ooning dobts,
appalling servic€ and significant
overemploymenl

. As a rosdt of Air Afnque.s coll+se,
lraffic al ABJ has reduced - from
1.3 million passengers in 1999 to
0.7 million passsngers in 2OO4

SEABURY



h KQ represents the nation on the internationar stage
National airlines, with their strong brands can serve as an advertisement ior investment,
tourism, and trade; successful KQ represents an opportunity to raise awareness about Kenya

r-\
lmirarn

. Sponlorship drals
sincc Emirates,carly
yoars in 1987

. Vital parl of ths
rnafietirE stategy
in\,/olv.s gporls:
football, rugby, tonnis,
molorsporls, horse
racing, golf, and cricket

. Ostar Ajrways s€eks lo
link iG brand afibutes
8nd ysluos with
customers

. Rslnforcas brand
position aftorls and
delivors crodibility

. British AiMays flie8 thc
Union Jack end
16prBsont8 the UK

. Classic, rofined; invok€s
foolings of pat iotism
8nd socurity

. Calhsy Pscifc rs th6 flag
canier for Hong Kong

. Safe, modsrn eirline that
offcrs Ea6t Arian lurury
associated with Hong
KonO

. Japan Airlinos was
viowed by lho govomrnent
8s a nalional champion
representing lhe
economic r€surgence and
por er ofJapan from th€
1980s onwards

. Bankruptcy in the 2OOOS
caused a deep shock to
the Japsnes6 politicsl and
businoss culture

. Restoration of lhe red
iconic cran6 molif
symbolized th6 retirth
afler rostrucluring

,/l
\<l

4
CI,

\/
Although not easily measured, the branding merits of Ke are substantial and couldbe a net positivre for Kenya

Sourc..: Uonod. M.grzin6; Tho ta.ton l; Th. N.w york Tim..; S.lbury .n.r3|r
SEABURY

"High-prolilo global
sponsors ltip a ncl endorsen,ent
deals are also part ol the
reason wlty the Gull airlines'
braDd valualions are soaring',
- Tlte Natonat

On a goocl day, a national
aitline is an enbassy witlt
wings - transpotting cttlture,
c u i sino, cont nrcrc e a,td
goodwill around the world" _
lrlonoc lc lvlagazine

"The red.crcsled crane on
JAL's aircralt became a
national totil" - The Nsw yotk
Iirrres



f XO delivers positive impacts in the five core areas
A successful and well-managed KQ will deliver significant benefits across five core areas

. Unlock unlspped d6.nand
prodicted by cDP gfai,{h over
n6xt 5 y6ars

. ProMde direct llights on
undgrs6rved msrkets

. Enable trade and
economic growth
within Kenya and
the rsgion

. Encourage
invoslment

. Grow the inbound
tounsm induslry

. Support Nairobt.
an intemation.rl h
and commercial(
for regioo

. Opporluoity to
become'de facto
llag canier for
neighbouring
counlries

. Promole Kenya's reputaton and
ima96 u,orldwd6

. Oevelop a strong brand to
an@urage loreign inveslrnent
and lourism

. Maintain and improve domeslic
and regiorEl c4nnectivity

. Provide necessary
trsnsportation infrastructure in
abs€nce of othor reliebl€ modes
of transpod

SEABURY

Satisfy
demand for
air service
both today
and in the

f utu re

1

,2

Economic
benefits

Strategic
benefits

4

Transportation
infrastructure

'j'Cultural
ambassador

on the
inte rnational

stage

5
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I Business plan assessment - overview
over the last year, Ke has implemented a wide-ranging transformation plan, named
"Operation Pride", designed to return the Company io firofitability and financial stability

Op€ration Pride Hioh Lavel Overview

How does it work?

ITBE
trr

Opralron Pnde b commir€d to bo .t00% iuslltnabl. -.6 n rj ,uh

. t250 hili6tv. owncE. >6m.lYpby.a6 dnvino inralN6!

>600 lnrt ialiv..: drilhg t.ving.. g.n.r.rna r.v.no. dnd
chanOing rnlnde.ls and bchevloru

PdL p..lo.lrE!c. Er..tae.d tru{h $t rHy prog.6r6 upddo.
06vdn.d by 6 6^tr.l trrlE brmddn .a.;

SEABURY

Il Transforming the Company
. KQ has implemented a number of key initiatives to boost

revenr,le, redrrce cost, and generate cash
- Tha Company has commfled to a n6w slrsleOtc focu6 l.\Mnnno tl

Aftrca'l rnd ha6 improved op6ralronal 6tficl6;y anO 
"Jr".*_"r"'. While Oporation pride has achieved significant

improv€mants across multiple areas, there ara notable
gaps in som6 work straams
- R€venue pG ormshc. i6 taring 6hort of lfie Company! largerE
- Labor coBt itrilirliva6 hav6 not b€en Ecc€ptod by KO,6 lrnon6

. The Company recognizes th6 neod for continuous
rmprovemont, and has shar€d action plans for identifying
additional comm€rcial initiativos to furthar boost reu"nrJ

Oporation Prido - The Turnaround project

Focu. on r.v.nu.., prtchg A..t.3,
dlr.<t.qta, fla.t, ov.rh..d.,
Procu,.m.nr, n.rworr

Pocur on.omp.{ v. .(tv.nr.q. tn
A,,lc. .nd d,tv. partr.oHp.

A.ld,.tr n.g.tlv. .qutry po.uo,
{ll.r..!!..!.t.,..c.pl.I.. rh.

D.Mlt nE lrb oa ,art otl ..id clrtttg xny.,. GdEmk p6jo. h . ..9t@i.nl r KA b pro,tt bt srovrh

Crtrr€ , sr\i.!lJlnu l.r,r,n{r, B rs r,.!\

Sourc€. KO Prln Conp.ny pr.$nrr on!

Operation Pride High Level Overviow

Whal have we achieved so far

op€r.tlon Prid. ir on rr.€k Jnd tn
r1,,. 1,,..r { tr'.,,rt!J 1,,i,

. i,r,r..r {tr. ol.onu.tir.d r..ur.rnd!rlu.

. 8,.,1.,i ,31oloa rtnE v.lE. . q
rir. ul d,,...n r.t'ru/r.t. ot Lo^don
H(rthro$ stot, et(.

. lmpl.m.fit.d 220 o, totrt >500

Wc hav. lnlroduccd r.v.rrt
rurt.ln.blllty tnttl.rlv.5 to
h.lp improv€ our businG5s,..s.
. 'Ctu.q. 6urq.nEnr- \o,r j!(.,,

ro bu,ld rons r.,n' r.!.rLI.r.n!
tr,u.Jr.r! & t,.hri.!r Ni ..nr.l .r I

. l'P'qur.D.nr Fr.dy.r,1rr"tr
!:r.Ll,n,.d ro.n:ur. $. o.r rh<,,_h,
,.r. t,,,n "," -"a-,o,ir,^,,

Fin,trr( i,r I lrnp,!( r il susrdin,rhrllly tmpr( Iafi



F' euslness plan assessment - tatest resutts
ln the year-to-date period' KQ has been under-performing the original plan, with negativevariances in capacity (ASK), revenues and cumulative gstfOln -

I Capacity and reyenue
Y6ar-lo-date through November 2016

f, Cumulative EBTTDAR
USD millions

0,641

9,{O2

asK (bituons)

[:] oflgrnrr Phn

I Adu.l

(usD naorl)

ffi
Tr,m 1112

7A
579

I

I
I

I

5.00

r@+r@t tl.z 79:!

6A7 ,o.r 52 9
55t

11.0
2ta 31.3 29A

553.i

(USD mrror.)

I Variance to Origlnal plan

-7.5

Lt, Jur Il AuC S.p Ocr

' From discussion6 with th€ comoeny, s€abury understsnds that tha results posted for th8 first g months ot th€ fiscal yaar (throughNovembor 2016) 8re lagging the o;gin"r pr"r, *u' 
" 

f eiz" .ili"irii ,"runr" reading ro an 1go/o shortfal rn EBITDAR' capacity has be€n lorv€r in the vsar than plannsd as tho company tool action to stem losses in markots with incraased competiti((e.0., GBE) or wtler€ politicat isiues were creating banking difficrfiies te.g., agv)
' Pass€nger revonu€ has romainad und€r pfessure as increased competition has h€ld yields below oQsctsd levels. Load lactora arc lrackhg on_plsn tfl th€

(as a fir6t stop to incroa"" rni r"""nu""|""t-to_dalo 
ponod' ae tho company ha6 6tiltod ib cornm6rci6l skat.gy lo focua on g€nera1ng passonger vor.,n€.

. Additional varianco in EBITDAR rssults from gaps in:
' Fud elp6r|se ((l-b to highor dt p.lc6 lhen pdlned)
- Or6ct op€ratnO costE (duo lo a ona-lime chaa96 booked for spar€ part6 inventory adJustm€nt)- overhaad corh (hEh.r thrn prann6d consurdng oxp6na6a roratcd to tha ,6atructurino)

Soure XO Ptan. Comploy,.oonr

;EABURY



Business plan assessment - current year reforecast
considering the weakness. seen in the first eight months of the year, Ke revised its forecastfor the full fiscaryear, resurting in a materiar s";p io tn" originar pran

(UgD mlltions)

Summary lncome Statom.nt

PasserEor Rovenue

Cargo and Other Rerrgnua

Tolrl Rowouo

ffiM
FullYear 20.16/17

(l mo..(fit.a + 4 mo. ,orrc.rl,
Orld|l.l norrrcO
Pl..l Pt n Va,bnca

570 0

t41 3

f20.t

5,5r.1

13€.2

0a7.t

- 4.8%

,3 6$

293.5

666

100.1

is4-4

649

!2t.t

872.4

2o79

t,0t0J

415.5

z)l.t

t.01a.a

- 9.9%

-2Af,
- 6.5%

-33f
- a.a!a t.r* ,4.]fFuol Expons6

Other DOC Exp€nse

Employoe Expsnse

Othor Ovorh€ad Erponse.

fotrl Expansc (or.{)ARr

EBITDAR

EBITDAR Maryin

Strlislir
ASK8 (rliuom)

Load Factor

M6lrlc6

Rovenue per ASK (c6nb)

DOC Cost p€r ASK (c6nts)

Fuel Co$t per ASK (cents)
' oth.r ov.ri!!d .tpane. .xdudaa
rxp.rE ildud.d h both tt!. .cturt
Sorrcc: (O pt n, KO reporti
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110 7

27A.5

1114

14.t

6t3.1

1t2.9

275.6

116 tl

80.1

t7!.0

70.3

131.5

37.7

21-'

la1.!

786

131 I
5,2 0

u
2tl.l

111.7%

+03%

' 37.9%

a 34.5$

+ 1r.7*

211.1

407.9

1.19 1

m.4

6,{4.a

721 4

407 5

144 4

@.5

866.9

+ ,a.9,f,

-ot{l
-04%

+1721

+ 2.7a

+ ,.5$

{3%

- r3.4i6

+ 10.2I

.l.aL

11r.1

t9.o$

I t2.t

r6.3$

- ll.lta

- 27

0t.8

27.1%

31.1

11.4*

-02.1X

- 16.1%

2t6.t

2t a%

14t.7

147 -71t

9.6

71 1%

94

7' 0q

- 2.5$

- 0.1*

.1.0

70.t$

4.5

75 tr*

-23i
+ 5.0$

t4.3

70.a$

13.9

72.4%

- 2-aa

+r6t

75 7-3 -2.1% 7.a 73 -€4i6 t6 73t.3 4.5 + 2.9r I 4 4.6 + 6.ab 4.3 4 s
15 15 +4.1%

'DAF.'{d.pr.d.ron,.morriz.ron 
snd r.nr.l;r.!u*rho*L,-*"r*Lr,ur r;l#.,"o.*r';1r""**1"""md r.vr..d ror.c.d) th.t Ke rnw crpcor ro L rcvcr..o uy rr,. 

"no 
,iit ".i*iii";" 

.- - "

t8.6*
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L Business plan assessment - revised S-year forecast
ln light of the shortfall expected. in the current year, Ke ani seabury have worked diligenlyto prepare a revised S-year ouflook that incorjorates a number of materiar updates
I Capacity adjustment

t The companys aclual cap€city (measured by ASKS) is tracking 2.s%, below the original plan over the year-to_dateperiod, as Ko has reducBd capacity in 
"or" rurkuii Jr" to competitive or poritjcar considerations

- considering the current macro enlironment, KQ h8S revised its growth. plans_and now oxpects capacity to be r€lativev flat lor tho nexl twoysars _ vorsus consistsnt ysar-ovor-year growth as assumed inih6 Original plan

I Revenue adjustrnents
' The company has reduced its revenus projections for both passenger and cargo revenue to refleci the wsaker yield6nvironment that the Company is exp"ri"n"ing _ p"rti*iuiiy within efrica

f Fuel price adJustment
' ThB original Plan asswned.ud€flying oil pricss (Brent crude) of usD 44 per banel rising to usD 52 per barrel ovef tt|€forecast p€riod' wh'le the lat€st forwa;d curve o"i, Ji*"ir"nt crude futures rerativery fiat at usD 56-sz per baner- Passonger yields hav€ not b€6n sdluslgd ln ths basellne torgcast to rofl.ct the hrgh.r fuel prics .nvironmenr 0n som€ casgs. incrsas6d ru€rprices wi, load to increased markeifares, a" 

"irfi"* 
p""" 

"["q 
i,it 

", 
proOu",ion 

"o"ts 
to pass€n'ers

I Cost adjustments
. 
*flrH,l:|;:,,i*rff1"#ffi; of cosr initiatives thar have b€en imptemenred over the tasr nine months; in some

- ln partrcular' lhg company has failed lo achiovo approxlmatoly usD 23 mrltion of initiatvo valuo lrom smployeo-rorat6d cost reductons _much ofwhich r6quir€s changes lo coflective bargaintng lli"l.n="-rl"i,,n org"nrzed tabor groups

ilt",SJili:"'hT'ffit:gT,llH,"r"fi:3[1i:].Xff-t,,"so initiarives: howovsr, tho r,nins and urtimste achi€vemonr or savinss is

I Other (one-flme) adjustments
' Additional updates have b€en incorporated to reflect the actual resurts achieved in the B-month year-to-date period

SEABURY



f Py:lness plan assessment - capacity ptan
ln light of the chalenging current environment, the company has reduced its fleet andcapacity g rowth expectations

I capacity (ASK)
Availablo soat liloinoters (U[ions) fEuuGlt

l .jongin tPt n

ll Rsvi3..t Prr^
15.2 ffi r8a

17.O r6.8
r 5.6 ,8.3

20r E20 m2a21 2O21m

13.9 13.9 14.2 1,1.3 t3 14.8
,9

15.4
12.9

2009/f 0 mloll 2011112 m12l,t3 mfit14 201A15 20lgr8' KO ..t 4t d ASK crF.fy Dafi {r.qt d b s-hry dr 25.-5rry z)l

14 o 14.4

m1at17 m1n1
Y,lh 96 sat coftfirbo7l

8 201&19

hddrpC.d
I Fleet plan

. The Original plan included growth of at lsast 1 incremental
aircraft p€r ye8r

. Th6 Revised plan assumes no grolrth in aircraft units untilysa, 5 (2O20f21)

L. r{t7 !, lt

- n: lTfgl:" *.",..urne. liCnficrnr up-g6r,Cng ot capeoty Iny..r 4 (201920), rvhon 2 787_8 lirc;ft ar. roturnea io ire xO,'lcct toiauHeale to Oman Ai0, taUng th6 ptEc€ of 2 7SZ-ZOO 
"i_Jf-U,"-t 

*irri"D6 r€lurnod lo laasot! !t thettim.
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T
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t
7
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I
I
l5
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,
a
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t
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I5

3l. R€lativa to theOriginal plan, tha Revised plan includss lessarqan oflnef,ship oxp€nse

&urc.: Cornp.ny r.pon.i KO pbn
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L, Business plan assessment - capacity adjustment
Th9 redu.clg gaeacity planned by KQ over the 6-year forecast period is expected to reduceprojected EBITDAR by over USD 1OO million on a cumutative basis

I Methodotogy
. To eslimate the financial im

it€ms as oither veri"Ut" o, f*"jt 
of ths reduced c€pacily growth rolative to the Original plan, Seabury classifiod p&L

yii:HrH*: llilf;rf""X"#"' "* ""to rovonu€, excoss bassaso r€vonuo, ruer €xpons6, mainronance and orhor diroct operatins co6rs,

' varisbl€ ilems are assr"n6d lo b€ rBdtrced ofl a pfoportional basis with th6 proiectod r€dilctbns in capacity

:flTfIg?J,"j.t"rf i:#r?j::$i1"ff*.ed for 2o17l18 (versue rh6 odsinsr pbn) .esuns in I 5 6% redudio,r in va,iaH. ruvon,. iru,,,S

I lmpact of capaclty adlustment
. Th€ r1lced capacity of the revisod forecast results in

tow€r EBITDAR each year, as increm€ntal cao*ii, *".projected to be profitable in th6 Original plan

I, Change in capaclty and impact on EBITDAR
USD millions

-63

a

-15.0

-5 6S

- 
R.ducuon h cap.cly

EI R.dUG{on h EBTTD^R

-!9 0

{aa
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-7.99L

20t0/20

-39 9

20t&17 m|7nlj 2Ot6/19
-l t .6s
?gZOt21
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a

I Business plan assessment - revenue adjustment
Actual results and the KQ reforecast for the current year suggest a significanly lower unitrevenue achievement in the current fiscal year compared toGe origiial iorecast
a 

U3ff;T;rrc 
(passenger revenue perASK): current yea r l2o16t17l

L I Origirllt Pt n

[nE Ad,"r/ R€.torecasr

517

61

5.55
s32 I -r5.31

Jun

621

Aus s6p oct

647 6 4.t

577 3.'15

618
6.07

5_77
5.dr

6.m F66a
6.65

6.33 ffi6.A) 146
l

6.15

t
I

577 592 5S

!

Lait 3 FY(8+4)
Actu.l3 Revk d FoIac.EtI Revenue adjustment

SEABURY

' For the revised baseline foracast, seabury assumod the reduction in unil revenues 6xp6cted for Fy 2016/17 (relataveto the Originst plan) would continue throuih tn. 
".tir" 

i-v"iii"-"".t
' v\thil6 th8 company is ac'iv€ly engaged in the implsmentation and identification of revenue initiatives to amprove itsrevenue production capability, seabury believes ih" ,""io 

"n'r^nrent 
wirl remain chal6nging ,or Ke _ absent asrgn rcant capacrty reduction by a major competitor (".s., eihiorrn tmirates. Qatar)

' seabury used a similar methodology to adjust cargo revenue, with cargo.r€venue p€rASK down nearry 12% for rhecunent fiscatyear (B months actuat * I montns tolecasil r"isus'ine Ongln"r eran



I' Brrsiness ptan assessment - passenger revenue
KQ has produced its own revised forecast for passenger revenue which is generally in-linewith seabury's baseline forecast - although somewhal more optimistic in the latter years
I KQ passenger revenue forecast

' unlike the seabury passenger revenue forecast, which was develop€d by applying a reduction to lhe original plan, th6
:ff3:ll'iJ:tn'#'rTffi::."#:JlJ?:,:;:,'was oev"topeo a"ir,"pi"J',i'J"vi;d and roadtacto*"-.,,ptil^"-'-

C.bin L.ior (t6l

- Ba6ed on recenl kends 8M orpec-ted continuod comp€Utivo pr€s6ure6. violds sl.0gg pG. annum, wt{b bad ,actors gros, with -"t ,i.a 
"".'"."t"iiiit1,i,r*,

ro oxpecled to continue to declino al a rato ol approximatolyl@dm to rnodeEl Orowth in uril rwanuea (< t.0% p_a 1

P-RASX (USD csnt6)
P{r..ngcr yLld (USD cent3n.o

741

708
72

727
a5 8.7 a6

67.9 727 72A 734

- 

KO R.rtGd pbn
.-- Ori0tl.tpten

86

7.9

63 53
6.1 6.2 0,3

6i
4.2 a2 5.8.1 B.o

5.8 5.9 6.0 60

15/16 t6n7 17t1A 18/10 $m mn1 $t1a 1Ail7 17118 t8/19 lg/m ml21 15t18 $n7I Passen
USD m

1711A t8/10 19nO m,!tger revenue forecast: Com
illions

pany versus Seabury (baseline case)

878
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201&19

5/

94r

201srz)

t,un

9Ar

?o2or21

::- r@r
- 

XO R€vr6sd Fo.!c...

- 
S6.bury-Revi..d Foc6Er
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m1d1f

841

829

:.Dt7tla

Seabury views the revisp-d_g-1y.gnO"1r"y.rf"..9gst as a reasonabte basetine, given that
sEABURYo 

different methodorogies lrrom seauurv .", koi;;-rit'"d ri""'liii,r, u-v"ri rir".."t--



r Business plan assessment - fuet price adjustmentoil prices have trended up over the rast few months, reading to a gap between the currentoil futures curve and the assumed price of jet tuei in tne oriiinridrri --"'
I O[ assumption (Br€nt crude prtce)

USD per banel

D on€tn.tphn 
- 

Actu.r. 
- 

Fore.rd curvc

197 197,$.1

41.9 423 42.7

Apr tby Jm

20 0%

43.5

it35 439 443

Jtll 4l{ S.p o.t

49.1
1A170

- 
lncrEasa tn Br6nl paix

fl hcr.rse ln tu.1 6xp.n .

568

-54.1
y7 552

50.5

44.7 45 O ,15 3 $7 {5I

llov O6c Jdr

558 56a 56.7 56.9

51 0
52.1

491
173

20?ort

43.1
425

F.b lbr 2ot7lt8 AOtA,rg 2DtgrZO! lmpact of higher oil prices
USD millions

Il Fuel recapture

r5.5
75%

2016/17 2017/19 2018y19

_ Sourc.r Ke Fhn,olt rLxur.r pftc.. trcm cm.oroup.com

SEABURY

. Seabur]y's revised baseline forecast assumes no
mcremental passonger revenu€ from the higher oilpftcos

- 
l:orDs ca:T, mart€l sirfsres c8n rise with incroasB in oitpncos..a6.tho indu6lry reacts to pa6s along incroased fuelpnces lo lh€ consumer

- Givon th6 compo live onvironmonl currenfly facing KO,Seabury r6comm6nds using lh6 conssrvalN€ assumption thalK.O.*il be un blo lo p8s3 a-bng [ 
" 

pri.e ioc.e*; il;;;;of tho ba8olno lorocad

. Seabury's upside forecast does assume some'recapture' of the higher oil prices

149{

350

11.1%

288
24-3

201920 m?!21

Br.nt hialorlc.t p.tc6! from lnvratng.com



L Business plan assessment - other cost adjustments
other costs have been adjusted to reflect the latest view on 

"r-ptoy"" 
initiatives, removal ofa non-cash provision, and other one-time alignments to match the turrent fiscal year oulook

I Employee cost reduction initiatives
r As part of the compan!/s restructuring initiatives, the human resources work stream idBntified a target of usD 36mittion of initialve value that shoutd hJvo been actrieveJ Of .frfy ZOf O

According to the company' only uso 13 million ofthis target has boen achioved, teaving a gap ofapproximatoty usD 23 mllion unachievod

"I:""3:3 
[ gfl#,";e;'"ifjno'[::H:'fli*""tions (as much ottho inirativo vatu6 roquires roachins asr€emenr with unions on

' while seabury believes that the company needs to continue working to achieve these initialives (and the Goyerrment
;:f,1i:H]fl'"'*ffio||i"Uf eno.tsl seaLurv ar"o u"i[r"" it i.-p.o"nt io Lror"'ir,"'ijio zg.ilion or iniriarive

The diffcult union negotiati n0 post urg, coupled wilh I growing woddwide pilot sho.ta0e. aro likely lo combjne to prevont lhe ComDany fromaclieving meant€fu| conceasions from th6 tibt Oroup (and this may, in tum, load io sin lar short alls with othor bbo,r iniiiativeG, as .lol}t*Ismployeos may not b€ willing to provido conc€ssions wilhout tho larg€st uroak group)rc

SEABURY

ontingency expense and other one-time adJustments
' The original Plan includ€d a non-cash labor contingency expsnse of approximately usD 14 million per annum

mffffigJs#t€d lhat this pro'is'on wil no longor bo bookod, 8s tho cdriEency i6 no brEe, vio*od a6 nocessary trom an

- Aa e rosult, So.bury h6s ..movod th. plo/ilion axp.ns. from th! S-yaar lorGcart

' Additional adiustments were made to the 2016/17 forecast to align the results with the company,s latest reforecast forthe fiscal vear (an "8 + 4 forec€st" witn a"nonins oiaii.rfi'r"-"iiil 
"oupr"o 

*ith a-monrhs of ?orecast results)



I Business plan assessment - revised S-year forecast
lncorporating all the adjustments, the projected EBITDAR in the revised baseline forecast is
approximately USD 70 -'120 million lower per annum than in the Original Plan

I Prolected EBITDAR
USD millions :Is

273 2n

. Tho redudion in EBITDAR is driven
primarily by:

- Reducod p€ssenO€r rovgnuos (caused by both
a r€duc{on ln plannod KQ capadty and
vrsakar marlot porformarEr)

3(D

235 - 
Orlgr|3l Phn (KO Ap.il 2016)

- 
Revl..d PI.n (S.abury br6.lim)

213203 l9a
t&1 1@

't73

201116 (r) 2ol&17 m17t18 2o1&r9 m$tN m2021

- lncrsasod fuol paice6

- Reduced omdoyee inidative value

I Bridge of changes ln S-year cumulaUve EBITDAR (April 2016 - March 202{}
USD millions

I {-

E I EE W
ilr

Origtr.l Phn
(KO Apnl iot 8)

s5$ P.laarEar C.lDo R6yanu6 hc,rtr*d Empbyr. R.n|oYd o, lDn- Olh€r (ora{m.
c-rr coidrE ncy adturtm€nb to

cunant Fy)
(S.&ry

C.prctty rdlu.trn.nt

Sourc.: Comp.ny r.port3i KO PLn

Rovrnuo .dlu.tm.ol Fud prb. Co.l.dlurtm.nl.

SEABURY



X B-usiness plan asaesament - revised 5-year forecast
\Mile the Revised Plan is more conservative than the Original Plan, growth is still projected
in both revenues and profitability

20tot7

R.vb.d Plo (8..bury b.r.Lrc,
2017fi0 2olt,te 2ofrz,IUSD mlllions)

Summtry lncoma gtrtam.nt

Paaasnger R€v9nue

C.tgo and Othor Rwcnuo

Totrl Rivanua

Fucl Erponso

Otho, OOC Exponse

Employoe Exponso

Othf,ovorhdErp.lr6o.
Totrl Erp.nr (.I-OAR

tunnn

r

815.5

zlt.r

t.0l!.r

221_1

407.5

I /[E.a

7a:

ttz.a

428.5

lSaO

t.02ar

261.0

&2_O

t 40_5

-.,
laa,

873.r

zxt.3

I,gfat
289.4

424.O

t46.3

40.0

t0a.a

e40.8

zE_1

I,t.l,,
%s.7

.t54.8

158.6

41.,

,1.?,

084.3

24,.2

1,tnl
u4.2

175 7

't70_4

ct
'l,016r

EBITDAR

EBITDAR Meqin

Ahtb{G3 rnd ltrtrtca
ASK8 (rilto.E)

Rovonue p€r ASK (cants)

DOC Cost por ASK (cenb)

Fuol Cost por ASK (conb)

' qht. ovrfi..d .xp.n.r uafud.a.DAn' (d.H.ct Uon. rnoilt. on lnd r. al)

Sa{rc.: KO Pbni KO nporrr

SEABURY
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t8.tt
rt2,!

't5.8%

172,I

t6.0%

148.0

t7.0*

212t

17 3t

13,921.A

,.3

4.5

t.0
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r Business ptan assessment - EBITDAR scenarios
ln addition to the revised baseline forecast, Seabury has arso deveroped high- and row_sensitivity cases

f Projected EBITDAR
USD millions

'lo4

ma,l7

t5
162

1m

2ot7trt

frI
173

13

2018/t9

3)9

737

1$

162

a$no

213

't?5

zo2nrzt

20

36

677i -. 
Origlnal Ptan (Apd 2Ot

- 
Slat rry - High C.!.

- 
Ss.bury - 8a6€trnc

- 
S*r'y - t-ou C-.2@

ZOlgl6 (.)

Sourca: Company report.: KO pt n

SEABURY

I Low case
. Seabury,s low case assum€s more severe passenger

revenue daterioration varsus th6 Original pian
, 8 2% rodrdion in P-RASK vorsua th€ b6Bslino. wNci ss6,um6s a 4 2./6redrcton in P-RASK
, 8.2,m.tch63 tho P_RASK vsdanco to Oriinal plan s.on in lhe last 3month. ot .ctu.l rcluh! (scpt.mbcr _ No;mb., ,Olsi ',.- .

. ln_cootralt. lh6 b€.el|n! rslumption of a 4 2% r6ducton In P-RASKr6IcctB lho p.RASK vrdance 6lsumod in tho entlro iacat v.rr
r€forocast (8+4) v6l!Ur th6 OdOlnetplan

Il High case
. 

Pe-abury's high csse assumes a graduel improvement in the
P-RASK variance vsrsus the Original plan
. Hrgh csaa a3sum6s a 25% improv€m€nteach y6ar trom 201&lgtorword. rall*tng tmprovod ma,l<et condhora it o. , fass corrtp6iirccapocity g.6.Ih tn ths Comprrry,o markct, and/or id;;;;;

. The high case also inctudos fuel rocaptura of 40olo
(meaning 40% of the increasB in fuel erpense Oue to nlot,",
oit prices is recsptured as increas€d pa;.""g";;;;;;;]'"'

. The high case also assumos a posilive impact frorn
ernployes initialives, r,iich are assumod to b€ implementod
at a s0%_achievement (USD 1.1.7 miflion p", v""iilior"'--
Jr,r:d:2^0]?18 

torward (versus rhe basetins*ttn ,"iur"" 
"uou zz.c m lon gap to the Oaginal plan)



Business plan assessment - Ke forecast
ln addition to seabury's revised forecast, the company has also prepared its own view of arevised S-year forecast, along with low- and high-sensitivily cases

I Low case
. Assumes weaker revenue

environment (grealer competition or
lower demand)

. Low case assumes th€ same capacity
as tho baseline sc€nario

. lf the Company tracks the low c€sp
additionat ;tr"t"gy i";t.#"s ;k
will be needed to redofine a
sustainable fleet and netur'ork

I ProJected EBTTDAR
USD millions

- 

KO low css6
...-- S€.bory tow c.s.

164 s 170.2

J Baseline case
. Revised s-year forecast

incorporating latest r6sults and
axpected rev6nue trends

. Prq€cted EBITDAR B gonerally
USD 70 - t20 mi ion lower per
y6ar, than the Original plan

. Reduced EBITDAR is somewhat
offset by low€r fleet costs, as the
revised forecast assumes less flest
gfO\,Vth

I,High case
. Assumes improved revenue

environment (rsduction in
competitive capacity and/or
additbnal d€mand stimubtion),
along with implementation of l&or
cost savings

. High case assumes the same
capacity as the baseltne scenario

- 

XO bra6tha cr3.
_. S.afury bla.flra casa
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Orlgtral ptrn
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t Restructuring plan overview (1 of 3)
seabury has worked closely with PJT to understand the key elements of the proposed
restructuring plan and to provide feedback where applicable
ri Koy elements of the proposed restructuring plan by major obligaflon, as follows:

. T6rm to b. dt.ndrd by t\.rro yosrt

. 3O9a r.trortz.ton r.ducto.l .quivalonl to -USO 25 milton por ya.r tor fiva y..[ ln llquidty r.[.,. Gulrantaa by tha @vanmanl oa Kanya. Z7-300 to b. lotd to / romsrk.t.d by Bo6lng; proc.cda to p.y dowi .rnlor t dlty

. Tcrm io b. .xt ndcd by th... y!.r.
r StdCfi llru.mofli..ion ov.r th. thr.. ya!l! ot.xt nd.d t6m. Art drdtfl ln p.oo..t vith LFGt b th. !d. o( th. 7ASOO to b.rdrrm tnitldV
. TrIm lo ba .r!nd.d by tr,ro yaa6

: ll1.".I911tT,:ducron.oqutu.r.nr to -UsD 6 m ion prr y.!r for fivr y6.r. h riqddty r. €,. No grarantaa pro\,ldad by lha Govcrnmant ol Kanyr

r Tdm to b. odcnd.d by ttuc. y..r.
. at.iola lrl. amodzston dor th. t lIB ya.. ot eldan{d t rm

. USO 2/+3 rdlion ot (bH convcnod b 6qdty
' uso 800 milllon of cu!ranl... to ba Fovidlad.(usD 525 mlllion tor T.wo !..io, dobt usD 125 miuoo tor b.nksiuso 1oo mitioi,orl.tblt ol crcdt: USO 50 ml ton lor n6^, lquldty trd y)

. USD ZA mi on ot d.u conv. .d ro d.br In rp.clst pwp{r v.Nd! to hold .quly tn Ke (.EQjty Hotdco.}. EqrV Hotdco d.u r.m.: torcar m.turny 4.olt pcil."mln*nJiHdj rn :i.ox"."rrnt r"rt

. Tlro y- d.idon on iv. E-l g(L rdr6. c{r.nt l.!.! t rmr ltlir. h 2Or0 thru 2O?O
' :m"1;:[*' Jutv 2017 or usD 10o troruna pcimonttr'-priiic'"iin#--irso zo rhor..nd p.r mo.rrh p.] ei.crar n ouoh rh.

' No 
'xttrcona 

|. contac't tamlndon fitaa ara too fer out ln tha ftJfura 9llh laaa- cur.nuy ddrlng bctrion m22 End 2027
' Trh y'!'t ot r'duc'd p.vm.rt , lollor/.d bv t$to yr.r. oi p"y"im.it-"ontii"iliioc, fotorwd ry tncrceud plym.mi unlit rod.lveryd.!. .udt t rd th. lmF.l to th. 16..0r L n.t pr..cnt valuc niutnl

' Lal d l'sDIx' muion to b. p.ovld.d by li.rci 2017.nd lo b..ub.qud y co.w.rt d to.q.ity d!E.{n. amc drd oo th..erstamr .l Ook lo.n

' R'4ltt tor an addlion.l tsom to b. providld ln Jun. 2017, th.t could ba p.gvid.d throuo sn .qrity ofi., st ! d.connt

. RIOb orrrdng up to SlCtOn at dicounbd Flc. for nnfl .qLdty

SEABURY

&dt d agdn f i oihor drcrrlt h th. Ttaro ix*x hc-ty rarad



J,' R."trrcturing plan overview (2 of 3)
\Nhile the base case does not require additional funding, net cash remains below recommender
minimum cash levels based upon a target of 15o/o of last twelve months revenue

rlSD rr,ll10,, runlr..,! r)r1,.r,.. .,.- rr(lrc.rlr.rli :0 r3 :0 i1020 2r

I' r . : I t I I L I L I r ! I r I r,f l;1,,,r.r' -1

:0 ra 17 I 2017,1ri 20Il],]9 2A1s 2C : 2a?0 22016 1; :a1r 1r,201U.19

Base cass (assunres new USD 50i, lrqlridily Lrcrlrty)

EBITDAR

Nct doH / EBITOAR (%)

Net Cesh (afrerdot servic! and tadllty drsws)

Undrawn rsdllty r€malnlng

Mdi0onal fu nding requirement (beyond facility)

16,1

1t.12x

188

50

162

8.(x)r

5.1

2A

173

7.05r

92

50

1S8

5.87x

r0t

50

213

5.12J.

120

50

164

tt.la
r88

50

162

8.1ft

38

t3

198

6.t 0x

56

31

213

5-3r

71

1S

173

7.27\

53

2A

Low case (assuDe$ new USD 100Nil liquidity f.rcilrty)

EBITOAR

Nct dcbr / EBITDAR (%)

Nct CaEh (aftordsbt 8eMc€ and facility drsws)

Undrawn fEdlty remainlng

Addtdonal tuodeg roqdroflrnl (beyond hcilty)

1oil

11.12x

188

100

't 30

10.20r

23

,t8

139

9.2

28

51

r30

10.33r

6

31

182

7.81t

r75

7.02\

(20)

5

164

11.12I,

188

100

13S

9.50x

(r2)

13

162

8.Oex

(43)

175

7.28t

(65)

25

21 a0

High case (assumes new tlSD 50M h(tuidrty facil(y)

EAITDAR

Nlt dobt / EBITDAR (%)

N.t C88h (8no. dcba E n |c! ar$ fadlty dr&vs)

UndBrrn fadlty remaHng

Addldonal fu ndirB roqulromont (boyoM raclllty)

't6it

1'1.12t

t8a

50

185

6.88x

7t

50

207

5.61x

14S

50

237

.l.il9x

198

50

237

3.60x

260

50

'l8/

'11.12a

188

50

1E5

6.97x

81

3A

207

5.80x

1to

50

237

4.€8x

't53

5ll

2s7

3.87:

215

50
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I, .!.ggtrycturing ptan overview (3 of 3)
while the base case.with.restructuring does not require additional funding, net cash remainsbelow recommended minimum cash ievels (target of ls%ot traifinjiz-months revenue)
a;J$ff],,*"ash batance, assumlng no lncrementat fundtng (beyond Restructurlng ptan)

2m

150

1m

50

o

-50

1m

a.-IrE hdu.h. rn .ddtbnd USD SO ni
udr.w't rqddty hdhy thrr ..n lr.lo b.*r
th. glp to rh. I E$ raroot c..h Lv6t

T.rg.l cs.h (!5* or LII\, rcv)

Bar.lina wth opor.ting Llsa rastruclunno

8.efn llr.( op.r.th0 hls ,Edn olru

?016/17

Net Debt-to-EBITDAR rafio (torer ls befter)

Low 6ta with op.rilhg taata radrudrrt!!
- Low aa!. sihot,t opardhg t.a.. rcatructtlrx

2o20t21

l"olx c.- ntnou op..rfiB hsi. ,e&urrrao
Lo* aal€ wlh op.nlng tca.a ro.frudurito

/ B.t lin vrithorrt op.r.tho tcr.. ,.6trudu.ine
\ 8.!.lk1. $ith op.6tanO t.... rsstructuring

2017n a 20i&1e ?olgm

I
12

10

20t417

6

If EBITDAR
im

SEABURY

z)r7/t8 2otElg

performance tracks th
plemented per the pla

20t9t20

Y 
nid,7t
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Ii Risfs and mitigation (1 of 3)
There are two major elements of risk associated with the restructuring of Kenya Ainrays:business ptan achievement risk and restructu*s ;i;;.;iJ"i*ii,"*
I Buslness plan achlevement rlsk

r Pilot supply

' cur.nt short6ge of rirott 6xacerb6ted by hidno trom tho thr66 melo, Middre Easr6m carrie. (Emiratos, Elihad and edrr)r Fuel prices

- Eu8inas plsn hsa beon adjurlod to ,€llect curr6ht,oMerd curye ,or Br6nt crud.. Cornpetitive prBsa.r6 / ca!€o,ty tEoas€3
- l/Edda Eaat6rn csriaE
. EthioIian
- Othor

. Oemand shocks
- T!flodam
- Health scars (eg., Ebola)

' Upcoming ol6ctons in K6nya
- At ica ri8k- potaticat instautity

. Op€rational disruptions
- Slrikos

- Ainrodhinoss droctiva,/ eiaarsll Oroundng6

I Business plan achlevement rlsk - mitigafion
' l#t"#3"tH::ffilT;:ff"?"#:nys eaminss relative to the modiried business pran wourd requirc a review ofthe companys

- Fleot {ld notFak reri6f and realignm6nl
. Addlionel 6upport Itom tha Gov.nmant ol Kaarya
- Sal. of the Co.npqny to r alr.taojc rnvt.tor / olh., aidino- Oth€r
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I Risks and mitigation (2 of 3)
There are two major elements oi risr asstciated with the restructuring of Kenya Ainrtrays:business pran achievement risk and restructuring pran achievement risk

I Restructuring plan achievement ,lsi
. Failuro to achieve roqu€slod conce$iom ftom key stakohdddr:, Tasvo

- Semburo

- Sank!
- Oporaling lo$orr
. KLM

- Ext.tng c$liv holdoG

' Lo!'/ar marker / Saro varu6 for s8r6 0f 77l-300 ER assumod ss parr ot rsavo rsctructufing proposar- Lat6rl tndcetion llom Bodng l. . ral. pricr of USO 1OS to 120 millon; n", rro""*whrch i. .s.umod lo b. pota-oown-iniie r*ruauano dan b lik€ly bslow tho out l.n IrE .onior ou ication of -uso 119 mlfiion,

:lET,Tfl5g',"xifi ili's,*H#;,s"u.*"1ffiH:i:r.:lrr#,rff:l"u(.nrma,kervaruo, n6tp.oc6.d6v,oL{drikory b6inrh€
. Ability to acfiievc restnrcludng plan in a timoly manner- Govommont OuErantao / qadt snhanct

ill?,n"li"Tfr:il,ifti"'"1i{ffifi1':ffi:"]:T"T:ilffi11ldrm.nr.doocohdetod,,6,inadvanc.o,rhoe,ocro,r!.oparri.m.nt
- Oahyr in achiovino ttrtaholdar 6pproval ,or r.aructudng t6rma

. Ablily to ropay l€{xbrs boyond th€ five y€sr poriod of lhe fdocart
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J Risks and mitigation (3 of 3)
There are two major elements of risk associated with the restructuring of Kenya Ainrvays:business pran achievement risk and restructuring pran 

".r,L-r"r*i'ri r
I Restructuring plen achievement rlsk _ mi$ga0on

. Tsavo and Samburu
- Fsavo lik6ly to ba aahloved nilh Govornmont ot Kenya Ouaranteo- Samburu may r.qu66t / dam.nd 6 Gov.rnmont ol Kanya quar6ntao
- Add0onal funding v{,ill bo ,cquir6d it 6ith6r ol thore ,acili,es are not raatructurod

' Lou6r ma'ket/ sara varua tor ssre of 7/7'3oo ER assumsd ar part of rsavo rostrucluring proposar

. ffi*d'*t "y b' roqdr'd rom th. GoK It th. n6l ro...{b troln;h...,e ot tris.irc.at fr[ b6low th. s..ro, d.tl oubrendrE

- Some lorm of crodit enhanc€m€nt fiom tha Govommant oI Konya may ba requir.d' sch€m6 0t Arangamcnt aa fa, back aslumin€ 75% votng thrclhord can b6 achiev€d. Oporating Lossors
- A5 raq!.6tB aro not ai(rJfaa.t lha b-a c{c f.raarcjd C6n can cbaorb failur6 to ac}irrv6 th-o canc-ikra. KLM
- lnqals€d pr6sur6 trorn thc Govornment ol Kcnyr may be rgqukod. Existing equity holders
- Msy be nocGsary lo lorce th6 dilution whor6 75% throBhold c€n b6 mol

' Ropaytnent risk b€yond the fivs year pian period (s€ahJry is not able validate as no poections boyond Fy21 sxist)- lMttl tovrgr Ln/., *Ify b rdrl..ED itr drcadt lrlio.Xa 0a lif
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Ii Recommendations ({ of 3)
Following a careful review of the Restructuring Plan, an assessment of other alternativesavailable' and in consideration of the associated rist<s, s"rtrw r".ommends the followingI Restructurlng plan

. Saabury eorc€a thd Govarnm.nt cr6dt i
.n,o", Lrio.-.q,ri"-ol;Uffii,"};iunffi Jltrjv,l$:lfl".l1fiffif,,sarant.6, in . r dmum aocr.oato amou.{ d - uso db
- T..vo ..ntor tec,,y; T..vo ,..tructunn. wi, tfi.ty n, O. ."r,."r"A *fm, Co"",,iiii o, ,o, z7_3oo stll mt iutty r.p.i-iro?i"ir ou,".nort <.ny. .uarirorl; d.t .rd. ln.t .rsrrnad p.oc..d. trbm 6l.
- Portton ot b.nk d.U (S5S or USD l2S mi[jon)

- oll|rdt' ol r &+rldty tl|r. of c.r ol usD 50 mtbn 0tnor. d...t b.n). - c..h b.Lnc...r. dbrt or.EnnE$.d h{cb- Go.rrrt . ot USD im m,non h .p.ct ot.r.{h, .n.t tutu,. t.brr or cr.dl, r"'Et w, t(Gty mt b. ,.n€frd urnnod I g.,.,"nn' ffi",},"r#"1ffi:i:lli*11ff"?d;lqrleduc6d, thi. mav m6ko acr ovomonr or rhsr.remenr orrh! re.trucrudns more drrcun, ,n,
""y;;";i[,#;d;,ffi$:[::rlif[:t*J""1i:.ffi,::ffi19,"y,,;*r;:rnmlltffii]ti:itt",:,",#,=

. Co.wcnion d &tt io cqdy i a ariical dr*arerroracrocurdxli',a;,:ffi;flilly"Hilr:f,:Hflf;mj^.r.,*",""brs.*rry;rru,o'nthoco,,vo.iooo,

. Th6 propolod restrucluring ol th€ Jaavo a

Ii#;H:#d;#iff f3H*lj?rruili?ifi ;.J:i1"l.#fl ["H"_"]""ffi ?;?:]ff *nr.,,nus^- iffiffifrltrl*jr*., 
'ou'r'nr..ororh''c'6di'nh.nc.,r.nru,'|ri.oDrroactra&ccccror;iri;ffi;;;;u;0

,x*."r.i,rr,r,1,,ir'iii1,-d#,#'fi dffimi1hffiHmil#,mmimffi ffiH"

Y
Thc Govemmcnt of Kanva't ir

",d"6;ifiia;ffi;i;;iiffil,'il,llx5i*[flHT,::ffi1:1,'gH,r;i,",:$flhi"?:ll""#:l#m""

I
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Recommendations (2 of 3)
Following a careful review of theRestructuring Plan, an assessment of other alternativesavailable, and in consideration of the associailo rirrs, seauury recorr"no, the followingI, Restructurlng plan

' Thc convt'rlon ot th6 bqnk &bt to d€u h Eqdty Holdco (ofi Ko batanco d|€6t) b r.clmmondad; romc ro.m ot Govommcnt .radtrupport r. rik.rv roquircd rn orocr ro acnieve rhc dcrir;r,;i;;,r,d;";iilllil,rr,no* n".nion ro thc Kcny.n bankjns sryir.n

' l ,}r' fir6t o' rho oparadno 16€A ar. ra 
^abor/a 

mar*at (,'ng. o, lota ro 35* - a60 !fida50),.th6 cdnpony ha v6ry ld. r€viag. shff ffiSL'ffiJr-#:l"r thrsats (c 0', chsprcr 1 

' 
r * iili"i".'6iiti#,rT-" 

",r"-io*; ."ry or tho op€r.ri.,o r€66 d,eady
- ll 'lo'6'rt'l 'lh' do ml 7'lhd On lh' oompaltutanaaa ot lha laa{a wlrn ldbly ara..lrt d; ntha? t llt .L 6flh.t mrrtat mov.mnt orrcl tar|.. Th6 orer ot rn €xtanaion of lhra6 y€a.s lo th6 E1m larsora in axarr.noo lor e reduc_lit

_ ,TIl *, "l1r:l " 
uso rgo r,oi,"€;'p", monrh p6r arrcrlrr) 16 vi6i.wo 

"" 
,"""on"ilto 

,"r*6t rat66 (from -usD 280 thousand por

' rffitr':.T:#ffilflff 5"1"*:$t ##1"1";f,ilg:*j5Tffi H *,: ;:",T3HEHls*"[m*"

' cotworsion ol n'w dctl rn th' .mount ol I lsD l5o mllron to aqutty la a crrdclr era,hont or lha ra.tucrudnc dan snd i. fury auppoat.d b,s6abury; ,r,ithout th. convenlon of rhrrahoidcr o"ut te"x ""o.iili, "nl;;;";l;i i::*,r, ,* d.n ,,a, ,kery tarr

' oiluton r{l likoly b€ r6qutrcct to .chiev. tho r.Etructunnc; oqu y hotd6.! mu.t pay th€ pnc6. It n6catlsry, l01c. tha oqulty dludon by ,qxavlng na nccclarry thrclhold o, 7s.6

Y
Tho Govemmont of Kanya,a !!substanr'r"s,";;i;;iiTtf,x,'il,,::"rL"JltflT1[:?"":T:lli::,tsiT,"*ili"ffi,T3]iE::#3ffi".

{



rJ Recommendations (3 of 3)
seabury recommends that the Government of Kenya implement other means of supportingKQ, in addition to supporting the proposed restructuring
I Additional Govemment support for Kenya Alrwaye

' 
"1'"[H"""1"ffi1fi"fff-t: l#!;l;'" "o"u"*,",m. 

yith it! two rn.io. union. bv .ncouraino thc udo,,. ro rsko a moro p.oducrive

. ExCora opdons to rlduc6 chargsa incurrod by Konya Aiftiaya, axrmpla! aB lollol lli- A!-La raia r.fudbna ln hvor ot Krt.toltrn --__--" -'_ _ *t' alv'y', or{ylhosvar. \edd g-ta ln utlsl daylrlc Lld rah nacaal b ooaa canL[oranrhe rr

ffi H#ffif ffiHt:,if.1r.3ffi,ffi(,ffi ',H"d.Hffi ,:ffi r,T,rrffi ,.
- Ofi.'

' D'sionstoth€ eiaporr a. a tax rreo zon6 such tha 6x6r aro not charocd on Deda andh ib m*{6nanca.nd oth"iopa,"t-# 
" 

r*le oth6r supdlo .hd mslonalr u8.d by Konya Ar$,ays
' E-xfirE" indud6 oubo, AlrDort Frecton6 (uAE), lm.m Khom.ini lnto.nationat Arport (tr.a-n), Aq€ba special Ecoioric zone Aihony(Jordu), irattrl. Rai.pakgs tntornationc Ajrpod f Sri r-"nr"i"nJ 

"r""" "lJli ?jfii,. ," a*rn

' Ifrtfl""t'rT:,'#ff1'J-*[ffiH:]Xlil,",l5"g:,fg* "*. wrro,. .pp.oprilro, rhc covohmonr codd rmr rh6 .i, traric' ffi,iro,i.f$ffi.|fffirfiv^e.ni'irtriri.ro.oo.n.dcqDn rr?.q..nc, hrh. orb.i-Nrrrcbrmr d.,.ndhs.,.,*

' Ehtorc6 th' Fly Keny! Acl to onlur6 a' covornrhont emproyoaB and cont'cro.B ui'rz€ Kanya Arru/ar. for trsv6r. Similsr 6a{on h6! b6on tak6n ln oth6r muntri.s auch s! thc USA, lnds, Ku\r/ail and the Emlreto of Abo Ohah

' 
ffi" 

*" oto""tt tor obtalhlng u/ork pormlb to ellor Kony. Alrlrrayr to stt.d cmdoy6..,,rrth ,"qd.rtc lkfla and to dev.dop taront

tn tisht of tho tmporrance of Kony" 
ffiftil:,,L"rr"ffi*,rr"** thocovemmonr of Kenya shoutd Bupporr
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Ir Existing Ke teases
Existing KQ leases are 10-35% above current market rentals, with a total rent differential ofUSD 225 miflion (NpV of USD 170 miilion)

Mark-to-market analysis of exlsting Ke leases
USD miltions

Dlrt .r X
o, currant
lGasa ralc

-33.y/
-33.1%

-29,8,6

-31.4%
,32.5%

-24.1%

-24.3%

-18.5%

-10.l%

-9.59(,

- t4.2yn

-17.2%

-2.ffi
-30.

-35.CF/

-16.1%

-13_3%

-13.096

Orltinal
l.r.or - AC ryp. / R.g 1..a. Gtp
ALc E-lgo / (yR 3O_S.p-19
ALC E r90 / xyJ 3O_S.p.19
ALC t-lro / ryt 3l-May,2o
lar..F€.t-r9c/xyp 3t-O.c-ta
,ete<ap.-a l9o/Kye 3l_M.y-19
AcG . 8737,800 / cyA 31,0.r,26
ACG . 8737-8OO / CyB 3O,Nov-20
Ac6 . 8737-8oo / cyD 3GApr-27
i.'1..qu..i. 8737.8& / XyE 3trin_22
P6mlrole/5c8 - 8737-s@ /XyD 3r-tut-22
GICAS - 8717.800/ CyC 31-Jatr-27
6[CAS - 8737-8OO / CyE 3O_Nov-27
GECA5 - B737.BOo / XyF 28-f.b-23
GEca5 - 8777-3OO / (Zy 3l-M.y-25
GI/CDB LariDt , E?77-3oo / xZZ 31_Ocr-25
Ar.C.p - 0787,8 / xZH 3l-M.v-27
aa.c.p -87a7 a /KL 31_M.y_27

/ KZG 1o-4P1-27

L..c Monthly Markct
tarm lGa,a ratc laara ratcYOM

2011

2011

2012

2010

2011

2014

2014

2015

2m8
2m
2015

201s

2m9
2014

2013

2o15

20L5

2015

8

8

8

8

72

t2
72

1il

74

12

72

!4
12

12

12

1)

0.285

o.285

o 285

o.27A

0.282

0.,!03

o403
0.393

o,262

o 260

0.373

0.385

0.250

1.508

1.$1
o9a5
0.963

0.960

0,190

o 190

o.2m
o.185

0.190

o 305

0.305

0.320

o235
o235
0.320

o320
0.245

1.Ot5

0.975

0.835

0.&]5

o&|5

Dtff
(o 10)

{0.10)
(o.0e)

lo.oe)
(o.09)

(0.10)

(0.10)

(0.07)

{o.03)
(oo3)
(0.05)

(0.07)

(0.m)

{0.45}
(o.s3)

(0.16)

(0.13)

Tot.l diff
(3.1)

(3.1)

(t.s)
(2.21

l'2.71

{11.6)
(11.7)

(e.0)

(1.6)

(1.1
{5.4)

l.8.4
(o.4)

(s2.3)

{ss.r)
(20ol
(16.o)

itpv
@w"

(2.e)

(2.e)

I l.r)
(2.1)

(2.s1

{8.s)
(8.s)

(6.s)

11.{)
(r.41

14.11

(6.2)

(o.3)

{38.8}

142.1)

{ 14.,1)

(1Ls)

. Markel lease rat6s roflsct
current markst conditbnr
for similar vintag6 airc,aft
with asBumad hall-tirn6
stalus; no 8llowanc6 is
anade for spec.ific
conliguration

. Market loase rstes
llucluate ov6r lime;
deviations from originat
lease rales do reflect on
rnanagientnls
n€gotstion of the laaser
al lims of exoculion

r Achiov6m6nl of markat
l6ase ral6s is unlikely for
arrcran \,r,ith long
lE naining taflns r ithdll
a crBdua thrcal to
lessors (o.0., U.S.
Chapter 1t)

0.12
ro.07 7.7' (2.31)

15.5 (r1
-22. 122s.2) (158.8)

lS aircnft

v
While loaso rostructuring has t

tno"" r",ii,ni" il-";T"%1li::a1ti/;rj:,:i,rxff?il:l-1fl:,lgilfl,ffri#::ffi!11;r,,",",".,,' '
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Ii Macro environment - long-haul
K:!ya inbound tourism appears to be-recovering,
still far below the 2011 peak; yet inbound air capa
Kenya lnbound tourist arrlvals by alr
Thousands of passengsrs

but the absolute level of arrivals by air is
city has remained relatively flat sinte 201.1

t,tot t,&
t,r r8 1,120

M 2G m NI m 20(D 2010 z)t.l frt2' V.!- lo. 2013 d At6.r. dltl.t.d €OlA b...d m J.n-S.p r..rr., 
'ta.poht.d 

lo ftil-y.lr bft.d on gort,l tqn 2OlS)
Kenya lnbound air capaclty from beyond AfrlcaThousends of seets

1.6a8 r.Gl(l

r.t0t

.@-f@l
' ll 883

2(lt3 m1 2015 A116-.

1.67A r.6 r,76A
1.4,()

1,A0 1,?E1.132 l,lm

M 206 2006 N7 2008

i.56A I lpt
1.375 1,121

z)O 20t 0 20r t zJ12 2013 m11 iDtS 2016 m17-.Souro.j K.ny. N.ton.t Bur..u ot St.t.tc.; Oto.n.t (Arbtid.d .chdu..)
SEABURY



I Macro environment - long-haul
wtile KQ capacity from beyond Rrrica has declined_slighfly from 2011, capacity from theMiddre East carriers into Kinya has grown at a CAGR of more than 6%

ffi["*i?:#"arr capactty from outside Afrtca - Ke only
712

ma ZIE m frt 200. Ae 20to 20r t Tt2 20r3 i?ol/. It5 2OlG zllta

f-enya inbound alr capacity fro
I nousands of seats

m outslde Afrlca - Mlddle East carlers*
' illddb E..t c.r.Lr. hcbd.r Emk t.., Eth.d, Ort r Alr*.yr. .nd Tuddlh

562

m4 2006 2()06

6orxc.: Oto.rl.t (Arbhh.d ..rl.<tut .)

SEABURY

m7 2008 20@ 20! 0 20t I m12 2013 2o11 z)r5 :f0r6 ?017a



] Macro environment - long-hau!
As a result of growth.in competing capacity, KQ today offers about 35% of the seat capacityinto Kenya from outside Africa
KQ share of Kenya lnbound alr capaclty from oubide AfrlcaPercent of total mark-a seats offered by Kd

a2 e$39.6i 34.7.5 38.0a35.q*

2001 206 2O(t fr,

Sol,c.: OIo n t (Frbt.h.d .ch.dut .)

SEABURY

ilo 5* s.ls

:E 2o(p 2OrO 20tt

12i% 42.61
38.4$ 3a.!* 30.9*

ar.2a 35.1I

2ot2 20r 3 2011 l)r5 2016 2Ot7-

I lmplications of falling capacity share
' il::[f#ls*'l1"-l[fif:1fl1"iffi,tr$y:1n"J*:'s capac*v (m.asured bv vear-ro-dare ASKS throush ocr-2016),

' H,H:ffiS*flH^T,uand the reduction or Ko's widsbodv fl6er (rerirem€.r or zr4, Ke,r rons-had mark.t share has
- Whts lh6 r6ductjon in cap€cily 18 not n6

moao vurnorau6 to c!m*r" ,"""r,1""o"'ly 
a bad d€vclognonl (r'moving nonay'loaino rour.s i6 s/uays positiv. to the bonom-ran€), it loav.s Ko

- KO har !e!n continuod r.EucliorE in long_haul yiol6 as its rnark€t polidon haa erod€d

' xQdo€s haw a Etrat€gy in place to miligste the6e lossas by incroasirg traffic tlro.rgh a n('nbor of w6ll-(btined comm€rciat



-f Macro environment - regional
Air capacity from Africa into the EasfAfrica regi
capacity has also increased, the market growth
East Afrlca lnbound alr capaclty from AfrlcaThousands of seats

on.has grown steadily;while Ke regional
rate has outpeced Ke,s capacity giowth

a,a3

1t.5E3
e,o e,396 r0,06

&1 206 & tn m

r8,a79 16,a)6
t7,6t6

t5,549

12,A4 13,3E3 13,&t0

fre 20r0 2011 ?,,12 2Ot3 2Dta

le ,on
n,@1

2015 2DtG 7\t-
East Afrlca lnbo
ThG.lsands of seats

und alr capaclty from Afrtca - Ke only

3,@ 3.7S 3,790 3,835
3.&

1m

N7 2008

2,4 2,$t

3,07t 32t9

2.1D

!,Ei:l 1,9@

2(xx 20(E 2Oq'
S,otrc.t Dto.r.t (f!dt h.d ..ll.dubr)

SEABURY
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I, Macro environment - regional
KQ's seat share of capacity from Africa into East Africa has been declining over the last 4years - while Ethiopian's share has risen sharply

;},il:,:I,:gi#j[ia inbound seat capacity from Afrtca (tncludins tntra-EastAfrica)

I Ethlop6n Ak!,!..
I Keny. Atlxl.ys

48 1* 498* 4e S.f,12.O* 41.6%

3.1A 35 7%

200{ 20(5 2IIB n7 zxB

45.9%
12 3*

36.3% 38 41, 36.6% 37.201 38 315

m 2010 m11 2012 a)r 3 ml4 20t5 2OlA :rol7.

I lntra-Africa market lmplications
' vvtilo Ko has incroasod its cspa,city within Atrica, its share of-soats from Africa into East Africa has gradually fallon over therast 4 years - as a resun of signiricant cap*,, s;r,h'u;, xQ's nearest maior comp€titor - Etiodan Airrines- Capocity Oo\lllh trom othar Arican csrrief6 (€.0., RwandAio is al6o taktnO a toll on KO,B 6har6
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I .g-o.Oarison to Ethiopian Airlines (i of i2)wtib Kenya inbound tourist arrivals have contractia since 2510, tourist arrivals in Ethiopiahave grown substantially over the period
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I, Co_mparison to Ethiopian Airlines (2 of i2)whire Kenya inbound capacity i,as gro*n by onry i"t", etniopian inbound capacity (fromoutside Africa) has nearly OouOteO
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I gomparison to Ethiopian Airlines (3 of 12)
Ethiopian inbound capacity growtn has been oriven by ET capacity growth, whire Kenyacapacity growth has been driven by other carriers
Ethlopla inbound air capaclty from outside Afrlca - ET onlyThousands of seats
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I Comparison to Ethiopian Airtines (4 of 12)
lnbound capacity from Middle East carriers has grown much more in Kenya since 2011 thanin Ethiopia
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I .C_omparison to Ethiopian Airlines (S of {2)
ET has been increasing its shaie of the Ethiopia-inbound marketshare of the Kenya-inbound market
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I{ g_omparison to Ethiopian Airtines (6 of 12)
ET has grown inrra-Africa capa-city at a doubre-digii CAGR since 2011, whire Ke,s growthhas been flat for the last 4 years
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I Comparison to Ethiopian Airtine s (T ol12l
While KQ's capacity share of the Africa-East Africa market rras ueen falling, ET,s share hasgrown steadily over the last decade
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I .C-omparison to Ethiopian Airlines (g of 12)
while both airlines had similar fleets in 2004, ET's turrent fleet is more than twice largerthan KQ's fleet, including 40 wide body aircraft 1us. z in iO;s;;j"-'
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lI! 
.C-omp-arison to Ethiopian Airlines (9 of 12)
\Mtile KQ's revenue growth hai stagnated, ET's revenue has doubled since 2011
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I C-omparison to Ethiopian Airlines (10 ol12l
while KQ's performance has diteriorated, ET's profitability has steadily improved trom 2o/ooperating profit margin in 2011 to 10o/o margin in 2015
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REPORT ON THE INQUIRY IN RELATIoN To KEI\TyA AIRWAYS,
PRIVATELY INITIATED INVESTMENT PROPOSAL TO KENYA {RPORTSAUTHORITY - RECOMMENDATIONS TO THE DEPARTMEN.TAL
COMMITTEE ON TRANSPORT, PUBLIC WORKS AND HOUSING

Attached herewith is the response from the Ministry on the proposed
recommendations by the Departmental committee on Transptrt, public works and
Housing (DCTPWH) as agreed during the meeting herd on i* tutuy zois.- Th.
recommendations are consoridated from input from the Minisky of rransport,
Infrastructure, Ilousing, Urban Deveropment and public works, ana ih" office.f the
Attorney - General and Department of Justicc.

Kindly forward the response to the Transport, public works and Housing comrnittee
for consideration.
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RECOMMENDATIONS TO THE DEPARTMENTAL
COMMITTEE ON TRANSPORT, PUBLIC WORI(S

AND HOUSING

IEPORT ON THE INQUIRY INTO THE POLICY, HUMAN RESOURCE,
LEGAL COMPLIANCE AND ISSUES OF CONCERN TO THE PEOPLE AS

CONTEMPLATED UNDERARTICLE 95 oFTHE CONSTITUTION IN
RE LATI ON TO KENYA AI RWAYS' PRIVATE LY I NITIATE D I NVESTMENT

PROPOSAL TO I(ENYA AIRPORTS AUTHORITY





These proposed recommendations have been issued pursuant to the
directions of the Departmental Committee on I'ransport, public works and
Housing (DCTPWH) during the meeting held

recommendations are consolidated from input

on 7 May zor9. The

from the Ministry of
Transport, Infrastructure, Housing, Urban Deveropment and public works,
the office of the Attorney - Generar and Department of Justice and the
National Treasu ry.

Background

For close to forty (4o) years, I(enya enjoyed dominance in the aviation sector
in East and central Africa. Kenya is endowed with a strategic location in
terms of connectivity to the rest of Africa, a highly skilled human resource
complement trained in aviation matters, as well as relatively well-developed
aviation infiastructure systems.

Regrettably, I(enya's aviation sector has been steadily declining in the past
decade. This decline has been characterized by the turbulent performance of
the National Carrier I(enya Airways plc (ne) and the loss of business by Jomo
Kenyatta Internarional Airport (JKIA) to other competing hubs globa[y. The
decline is partly attributable to the existing policies impacting aviation in
I(enya as well as a lack of agility and operational inefficiencies within the
industry.

The Ministry of 'rransport is taking certain criticar actions aimed at the
stabrlization and growth of the aviation industry. The National Treasury in
conjunction with
2lPage

the Ministry of Transport conducted a financial





restructuring of the national carrier in the year zor7. The next critical step is

the restructuring of the aviation industry commencing with the consolidation
of aviation assets-

The consolidation of the national aviation assets is aimed at restoring Nairobi
as the civil aviation hub of choice in Afi.ica, thereby contributing to I(enya,s

economic competitiveness, with aviation being a corridor for clevelopment

and technology transfer. If I(enya is to achieve its objective of being an

aviation hub in the region, it must begin to look at its aviation assets more
strategically as key contributors to the GDp - and this starts with having a
world class airline and world class airports, starting with JI(A as the main
gateway to the country.

The main aim is to create operational sl,nergies between I(enya,s main hub
and the National Carrier, thereby facilitating the airport and airline
operations that are economic growth drivers. This model is similar to what is
being utilized by I(enya's main competitors in the global aviation industry.

KQ operates internationally and needs to compete on comrnercially practical
terms like any other private sector organization. There are various
recommendations to ensure that the place of Nairobi as the civil aviation hub
of choice in Afi'ica is restored. Kenya Airways as the national carrier plays a

strategic role in this. There is therefore need for I(e to adapt to the rapidly
evolving global aviation landscape.
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The current process should therefore be viewed from the lens of a

restructuring of the entire aviation sector'. The Ministry of Transport is

currently embarking on a process of policy review and amendment. The new

policy framework will inform the second phase of legislation required to
develop the aviation sector post the current exercise.

Proposed Recommendations on the Restructuring of the
Aviation Sector in I(enya

The recommendations are structured into two key sections:

n. Policy and legal considerations on the creation of an Aviation Holding

Company; and

s. Short term measures required to sustain the operations of the National

Carrier.

These recommendations are high levcl and will require additional time to
concretize. A minimum period of three (3) months should be granted for the

concretization phase.

Policy and legal considerations on the creation of an

Aviation Holding Company

Policy Considerations

The DCTPWH has shared in its preliminary findings on the proposal

for creation of a rooo/o Government of I(enya (Gor() Aviation Holding

Company (AHC) that will consist of the following subsidiaries:

a hived off JI(IA, a residual I(AA, a nationalized I(enya Airways plc

a,d an amalgamated Aviation Academy. The industry regulator I(cAA
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maintains its independent position as governed by existing

rnternational and domestic legal and practice frameworks. The proposal

of the Committee is a variant of the broad policy approved by Cabinet

that supported the consolidation of the aviation assets in the manner

proposed and is linked to the reorganization of an already existing

sector. As stated previously in this document, the Ministry of Transport

is currently undertaking a policy review process with the intended

outcome being a standalone revised aviation policy and

implementation plan.

Legal Considerations

The creation of the roo% GoK owned AHC and the consoridation of the

aviation assets will require several changes in the law. These changes

wrll centre on three main points: the establishment of the Aviation

Holding Company, establishment of JKIA Corporation and the

Nationalization of Kenya Airways plc. It is important that the changes

made, dovetail with the existing legal regime and be implementable.

Establishment of Aviation Holding Company

The creation of the AHC can be achieved by any of the

following ways below:

a Establishment as a State Corporation as per Section 3 of
the State Corporations Act;

u Enactment of a specific statute forming the AHC; and

c. Incorporatton of the company under the Companies Act,

5lPage
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For greater flexibility and in orde.r' to create a sector specific

legislation, option b is the most suitable. It is envisaged that the

AHC will have the power to establish other companies in the

pursuit of its objectives.

There are proposals to exempt the AHC fiom specific preces of
existing legislation, namely the State Corporations Act, the

Public Finance Management Act zorz, the Public procurement

and Asset Disposal Act zor5 and the Public Service Commission

Act. The justification proffered is that these exemptions are

primarily for the benefit of I(Q and will allow the airline to

operate competitively on a global level without being fettered

by the bureaucratic processes that are attendant to the afore

stated statutes.

The justification given requires further canvassing as the said

statutes were enacted to create systems of accountability and

prudent use of public resources (both financial and human) in

state corporations. Furthermore, the law as it exists does not

contain provisions for the blanket exemptions sought, and

other related statutes such as the Public Audit Act, 2or5, may

not afford sufficient safeguards.

The law as currently established, precludes public entities from

exemptions flom the above laws. The Office of the Attorney

General has already pronounced itself on the matter where
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Kenya Reinsurance Corporation Limited sought to have its

subsidiaries in West Africa and Zambia exempted from the

Public Procurement and Asset Disposal Act, zor5 (ppADA,

zor5).

The PPADA, zor5 defines a procuring entity as a pubhc entiry

malcing a procurement or asset disposal. The Act under Section

z (k) and (q) further provides that a public entiry includes a

company owned by a public enriry or a body in which the

national or county government has controlling interest. The

AHC will be a public entiry by the fact that the Government of
Kenya will have a controlling inter.est in it.

The AHC will be a conduit, handler and controller of certain

public funds. Public funds are defined in the public Audit Act,

No. 34 of zor5 as follows:

(a) 'All money that comes into possessi on of, or is distributed

by, a State organ including the national ot county

governments and intergovernmental entities and money

raised by a private body under statutory authority...',

{a) "...and any money that can generate liabitity for the

government."

Moreover, the Public Finance Management Act, zorz defines

public money as:
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(a) 'All money that comes into possession of, or is distributed

by, a national government entity and money raised by a

private body where it is doing so under statutory authority;

and

(a) Money held by national government entties in trust for
third parties and any money that can generate liability for
the Government."

A wholly State-Owned Entity is a public asset held in trust for

the People of I(enya and subject to the Constitution, the public

Finance Management Act, zorz, the public procurement and

Asset Disposal Act, zor5 and other Kenyan laws and

regulations.

From the foregoing, the AHC and its subsidiaries would be

subject to the application of the Constitution, State

Corporations Act, PFMA, PPADA, zor5 and the public Audit

Act. The recommendation to exempt the AHC once

nationalized from any of the above laws requires statutory

exemption expressly provided in an Act of parliament, with the

consequential amendments to relevant Acts.

Section 5A ofthe State Corporations act allows the president by

notice in the Gazette, to exempt a state corporation from any of
the provisions of the State Corporations Act.
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In addition, Section rr4 A of the PPADA, zor5 provides that a

procuring entity may use a procurement procedure specially

permirted by the National Treasury. The National Treasury may

allow the use of specially permitted procedure where

exceptronal requirements make it impossible, impracticable or

uneconomical to comply with the Act and the Regulations;

where the market conditions or behaviour do not allow the

effective application of the Act and Regulations made under the

Act; for specialized or particular requirements which are

regulated or governed by harmonized international standards

or practices; where strategic partnership sourcing is applied;

where credit financing procurement is applied; or in such other

circumstances as may be prescribed. The Act also provides that

the Cabinet Secretary may prescribe the procedure for carrying

out specially permitted procurement under this section. To

enable the operations of the AHC, Regulations for the

application of Section u4 A should be enacted.

The statute establishing AHC and the JKIA subsidiary would

also provide for the transfer of the relevant assets to IKIA
Corporation. The vesting of assets would be preceded by

valuation and determination of Assets to be transferred.

\
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To conclude, it is reiterated that should the legal framework be

amended to accommodate the exemptions, alternative

measures should be taken to ensure that the proposed AHC and

its subsidiaries remain transparent and accountable (to various

oversight organs such as the National Treasury, Public

Investment Committee and the Auditor General) without

excessive bureaucracy.

Establishment of fomo I(enyatta International Airport
(II(IA) Corporation

The modalities of establishing JI(IA Corporation are similar ro

what has been stated above for the establishment of the AHC.

The preferred solurion is including the establishment of the

corporation in the same statute that establishes the AHC. The

treatment of exemptions for JI(IA Corporation would be the

same as what has been stated above for the AHC.

Nationalization of Kenya Airways Plc

The question of nationalization of I(Q is the culmination of a

journey that brings the airline back to a similar legal structure

that constituted it pre-privatization in 1992. GOK divested a

significant portion of its shareholding in the airline to pave

way for investment by the public and a strategic partner.

Presently, the existing shareholding arrangements provide

protection to the other shareholders, in the event of
nationalizatron.
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The nationalization of the national carrier is a long-term

solution and therefore acceptable. However, the process will
require about 18 months due to cost implications and

discussions that need to be undertaken with the Banks and

private shareholders. There is also need for compliance with

applicable laws and regulations such as the Companies' Act,

Capital Markets Act, Competition Act, Capital Markets (Take-

overs and Mergers) Regulations, zoo;- (the "Takeover

Regulations").

As part of the nationalization, it has been proposed that a

delisting process for I(Q be carried out, which includes

suspension of trading, negotiation and buyout of shareholders.

The option ofa long-term bond for KQ Lenders in order to exit

them fiom the shareholding is a critical consideration. A
valuation of shares will have to be done to determine the

financial implications of this step.

Below is an outline of the required processes to achieve

nationalization of the carrier. The points below are based on

the assumption that I(Q will be delisted:

In order to commence the nationalization process, GOI(

could make an offer to the other shareholders of I(e,

with the objective of acqutring majoriry shareholding.
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The takeover of a public listed company is prescribed by

the Takeover Regulations, with Capital Markets

Authoriry, Competition Authority and the Securities

Exchange approvals being some of the mandatory

requirements;

Once majority shareholding is obtained by GOI(, GOI(

can then proceed to buy out minority shareholders in

accordance with the provisions of the Companies Act

2or5.

With regard to the shareholding of I(LM and any other

foreign investor in KQ and in addition to the existing

KQ Shareholders Agreement, the Foreign Investments

Protection Act as read with Article 75 (r) of the

Constitution provides that no property of any

description shall be compulsorily taken possession o{,

and no interest in or right over property of any

description shall be compulsorily acquired, except where

the following conditions are satisfied:

. the taking of possession or acquisition is necessary

in the interests of defence, public safety, public

order, public moraliry public health, town and

country planning or the development or utilization

of any properfy in such manner as to promote the

public benefit; and
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provision is made by a law applicable to that taking

of possession or acquisition for the prompt

pa)4nent of full compensation.

The following considerations are critical to the natronalization process:

(i) Negotiation of equipment leasing arrangements for I(e as

the nationalization option rs a trigger for change control

provisions whrch are a trigger for default; and

(ir) Determination of the funding implication to GOI( of
implementing the proposed structures and provision of
requisite budgetary allocations.

Short term measures required to sustain the operations

of the National Carrier

Short term legislative and administrative actions include but are not
limited to:

* Tax Exemptions

In line with recommendations of the Transport Committee it is

proposed to specify the following tax exemptions benefiting

the AHC and its subsidiaries for a specific period:

a) Amendment of the Miscellaneous Fees and Levies Act, zo16

to exempt the AHC from paying:

o Railway Development Levy (RDL) on aircraft, aircraft

parts, Jet A-r fuel, utilities, commercial / on_board

products and related goods and equipment; and

B
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. Import Declaration Fees (lDIr) on aircraft parts, utilities,

commercial / on-board pr.oducts and related goods

and equipment, Jet A-r fuel imported by the suppliers

and procured by AHC and rrs subsidiaries.

b) Amendment of the East Afircan Community Customs

Management Act (EACCMA) to exempt rhe AHC from

paying Custom Duty on aircraft related parts and

accessories not specifically exempted from tax under part B

of the 5th Schedule to the act such as jet lubricants, grease,

adhesives, aircraft specific detergents used for aircraft

mainterlance, aircraft seats and other related goods.

c) Amendment of the Excise Duty Act to provide for an

exemption from Excise Duty for all excisable goods

including excise on Jet A-r fuel imported by the suppliers

and procured byAHC and its subsidiaries.

d) Amendment of the Second Schedule to the Value Added
'lax Act to zero-rate all supplies made or received by the

AHC and its subsidiaries, including supplies of Jet A-r fuel

for both international and domestic flights.

The tax exemptions are supported. I{owever, they may not be

enough to sustain the airline and enable it to undertake the role of
a strategic national asset, primarily to expand its route networl(

and strengthen JI(IA as a hub.
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.r Collection of Charges in Aviation Sector

o It is recommended that the Air Passenger Serwice Charge

(APSC) be collected by the AHC and provided ro the

subsidiaries in line with an agreed sharing arrangement.

However, the holding company should have some flexibiliry

to consider the strateglc plans of the subsidiarres ancl

provide funding as necessary;

The proposal to allow JI(IA Company to collect landing

charges, parking charges, en-route charges, aerodrome and

approach charges though welcome may affect I(enya Civil

Aviation Authoriry's ability to provide Air Navigation

Services in the country. It is therefore proposed that the en-

route charges, aerodrome and approach charges which are

an integral part of the Air Navigation Service Charges

should be collected by the I(enya Civil Aviation Authority;

o

o The proposal to increase the Air Passenger Service Charge

currently being given to the Kenya Civil Aviation Authoriry
(KCAA) frorn 60/o to zoo/o is therefore not recommended.

The Annual budgets of the subsidiaries should be agreed

with the holding company and funded as necessary.

Conclusion

The above proposal has been desrgned in line with the proposed

recommendations of the Transport Committee. In our view this proposal

15 lPage





/ t

ll

oflfers the structural and long-term reforms of the l(enyan aviation sector. It
should be therefore treated as a comprehensive package of solutions (holding

structure, tax exemptions, collection of charges scheme etc.) with each

element significantly suppofting the growth of the airline and airport
business in the future. Implementation of this proposal shall ultimately lead

to restoration of the national aviation's competitiveness and its market share

in East Africa.

The proposal, however, require further deep-dive analyses to carefully study
each aspect of the holding operations such as flow of funds berween

tl.re mother company and subsidiaries, efficient management and governance

structure as well as improvement initiatives (quick-wins) to generate benefits

in short- and long-perspective. The responsibiliry to re-organize public assets

is vested in the National rreasury. There is thus need for critical analysis of
the financial implications of nationalization through the use of financial

modelling and other tools.

The technical team considered the following measures:

a. Review of the efficiency drivers for the Airport operator I(AA and

Industry Regulator I(CAA and optimization of their functions;

e. Affirmative measures that will achieve coherence between aviation

policy and broader GOI( mainstream policy in a symbiotic manner.

Gol( may consider formation of a dedicated team to develop long term
measures to create a sustainable aviation policy and oversee its
implementation.
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