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

Inquiry into the Aviation Industry

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

A. Policy Issues:

e The Cabinet at its meeting held on 29" May, 2018 considered a
Memorandum submitted jointly by the Cabinet Secretary/National
Treasury and Planning and the undersigned aimed at consolidating
Kenya’s aviation 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, Infrastructure, Housing, Urban
Development and Public Works and the Attorney General to take
appropriate action.

* Both the Cabinet Memo 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 Kenya’s economic competitive edge with
aviation being a factor for development and technology transfer.

e Kenya has long been the Aviation Powerhouse in East, Central and
Southern Africa with a resilient national airline and strategic hub.
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However, the aviation landscape globally has undergone a rapid evolution
in the past decade and Kenya has not adapted to these changes in an agile
manner. Consequently, the Kenyan aviation sector is facing challenges,
characterised by the turbulence experienced by the national carrier as well
as loss of business by Jomo Kenyatta International Airport (JKIA) to
other competing hubs.

o Therefore, the market situation has created a need for a Comprehensive
restructuring covering not only Kenya Airways but the whole aviation
sector.

e The Kenyan aviation has been losing market-share over the last couple of
years to its competitors. Ethiopian Airlines (ET), which was half the size
of Kenya Airways (KQ) in 2010, has steadily grown in recent years. It
has outpaced KQ three times since then. Kenya Airways, the national
carrier of Kenya
has over time been pushed out of the market by competitive airlines
which are very strongly protected by their own Governments.

e The current Aviation operation model in Kenya, does not facilitate the
growth of both KQ and our airports especially JKIA. There is therefore
an urgent need to find a solution that will change the mandate and
prospects of KQ and allow the company to become one of the biggest
African carrier and JKIA a leading international aviation hub in East
Africa. In this context, both KQ and JKIA should be treated as national
assets of the people and Government of Kenya and the proposed
restructuring should be viewed as a geopolitical solution and not a
financial one. It is based on successfully implemented aviation
strategies.

e In view of the advantage of executing the Project rapidly and efficiently,
parties opted to engage in a Concession Agreement framework under the
PPP Act 2013 with KQ as the Private Party and KAA as the Contracting
Authority.

B. Legal Compliance Issues

e Following the Cabinet’s policy decision, a legal framework for achieving
the intended restructuring had to be found. In this context the Public
Private Partnership Act, 2013 was identified as the suitable legal
framework. Kenya Airways therefore, submitted to Kenya Airports
Authority a PIIP as provided for in the PPP Act. This proposal is has been

submitted to the PPP Unit in line with the provisions of the Act.
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However, following the concerns that have been raised by the Public we
are now exploring other opinions of delivering the objectives of the
Government to consolidate our aviation assets. Once an agreed option
has been identified we will submit the same to the Cabinet for approval as
directed by Cabinet.

Issues of Concern to the People

The issues that have been raised are based on the PIIP which is a just 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 optimal results for mutual benefit of the
parties. In other words, the negotiations must achieve a WIN — WIN
situation for both parties and arrive at a mutually agreed framework.

The negotiations between the two entities in the context of a PPP
transaction would include, staff matters, concession fee, investments
over the concession period, service standards, transaction structure,
roles and responsibilities of each party, competition with other
airlines, amongst others. The running of the other airports and
airstrips would be a critical part of the negotiations.

The important thing to note is that 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 more 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 economic growth drivers. This model is
similar to what is being utilized by Kenya’s main competitors in the
global aviation industry.
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Mr. Chairman, as stated above, this Transaction is an opportunity for the
growth of 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.

e

James W. Macharié, EGH
CABINET SECRETARY
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KENYA ASSOCIATION OF AIR OPERATORS

CHAIRMAN: P.O. BOX 27592 - 00506
MR. MBUVI NGUNZE NAIROBI
KENYA

EXECUTIVE SECRETARY:

COL. (Rtd) E K WAITHAKA

KAAO-11

4" APRIL 2019
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The Clerk of the National Assembly Q/ \: L‘v/&)
/

P.O. BOX 41842-00100

NAIROBI ' :
5419

Dear Sir, (f/ /

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

AIRWAYS AND KENYA AIRPORTS AUTHORITY.

Reference: Your invitation for submission of Memoranda in the Daily Nation Newspaper dated
29""March 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 Of 29" 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
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 of these key concerns, should you wish to call us for
that purpose. B ¢ -
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MEMORANDUM
BY
THE KENYA ASSOCIATION OF AIR OPERATORS [KAAOQ]

1. PREAMBLE

KAAQ (the Association) is a National umbrella body whose role is to promote, foster,
enhance, and protect the interests of those engaged in Aviation Industry 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 Initiated Investment 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 [KQ] and Kenya
Airports Authority [KAA] to run the Jomo Kenyatta International Airport [JKIA].

When KAA had previously called for a stakeholder public meeting, we requested for the
PIIP 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 Industry, 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 KQ, both financially and operationally, using the
best available resources both nationally and internationally

Without detailed access and time to review the PIIP, 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 Inquiry into the Proposed
Takeover of Jomo Kenyatta International Airport by Kenya Airways by the Public
Investments Committee dated 26" February 2019 and shares a number of the concerns
and questions raised in that report

4. QUESTIONS TO BE ANSWERED

1. In this JV contemplated, what is the shareholding and structure, considering that
KAA I1s 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 1s not a secret that hitherta 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 prescrbed by ICAO without an
additional cost to the already over-burdened operators?

4 What s 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 billon 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 PIIP needs to address the development /and/or redevelopment of JKIA
if they want to successfully compete with the redeveloped Ethiopian (Bole
international) 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 govemning
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 PHPs in other jurisdictions and how successful have
they been”?

11.As we approach this effort to secure Kenya Airways against the emerging
commerctal competition, have we considered the regional/global 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 I1s a contracting State of the International Civil Aviation Organization
[ICAQ] which i1s a UN Agency. One of its principles 1s to encourage fair and
healthy competition in international commercial Air Operations Would running of
JKIA by KQ which also runs International commercial flight operations, not pose
a large measure of conflict of interest in provision of Airport services to its
competitors in International flight operations?

5. CONCLUSION

As the umbrella body for Air Operators In Kenya, we wish Kenya Airways all the best in
thewr 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 atso employs many
Kenyans



KENYA AIRLINE PILOTS ASSOCIATION

KALPA
Member of the International Federation of Airline Pilots Associaticn
IFALPA

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 privatized, the Government’s intention was to improve efficiency in the National
carrier and get value for money. In retaining substantial shareholding, it was evident that
Government’s intention was to maintain a significant role in the airline. It is for this reason that
when KQ has had financial challenges, the Government has repeatedly stepped in to rescue the
organization. In 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. It is estimated that 620,000
jobs in the country are supported by this sector. The industry can contribute more if both KQ and
Kenya Airports Authority (KAA) experience growth. KAA growth is not assured if KQ were to collapse.
Similarly, KQ's 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 inte equity. With this in mind, the Kenyan taxpayer would
be the greatest loser should KQ collapse.

KALPA 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 should be in growing JKIA as a regional hub
while in the meantime, improving the cash flow situation at KQ. The ripple effect of this will be to
spur growth, and in effect, increased traffic into JKIA, thus improved revenue for KAA. In 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 KQ more flexibility in making commercial decisions that
are beneficial to KQ, KAA, and Kenya as a whole.



However, as the old saying goes — ‘the devil 1s in the details’ Specific detalls 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 1s key however, is to ensure that exhaustive and thorough due diligence 1s 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 airlne are as
follows

1. Reiatively high airline ticket prices.
2. Airhne policies eg. Reduction of check in buggage allowance from two to one.

3. Inappropriate choice of aircraft equipment, more-so to African destinations where
customers’ baggage are left behind

4. The role of KIM in KQ. Biased partnership illustrated by KLM’s route network in Africa. In
terms of Board procedure and practice, currently one KLM Director can veto the entire KQ
board’s decision.

5. Poorly motivated work force, most of whom are in the front line Interacting with
customers, it is important to note thot some of these workers are outsourced and on
unfavorable short term contracts, thereby affecting service delivery.

Similarly, the Government needs to urgently review Policy on traffic rights granted to foreign
airlines into our major hubs, i.e Nairobi and Mombasa, In addition, given KQ’s status as an
important pillar for development and national pride, the Government should consider giving some
concessions to KQ, e.g tax, navigation and landing fees.

Summary:

Whilst KALPA does not oppase the idea in question, speafics/detalls of the proposal need to be
shared with the Association and other stakeholders prior to its endorsement and rollout. KALPA will
only offer full support to an avenue that will genuinely help change KQ's fortunes, while also
exclusively protecting jobs and benefits of all employees involved.,

For and on behalf of KALPA

Capt Murithi Nyagah
GENERAL SECRETARY & CEO




MEMORANDUM
BY
THE KENYA ASSOCIATION OF AIR OPERATORS [KAAQ]

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 Industry 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 Initiated Investment 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 [KQ] and Kenya
Airports Authority [KAA] to run the Jomo Kenyatta International Airport [JKIA].

When KAA had previously called for a stakeholder public meeting, we requested for the
PIIP 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 Industry, 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



(3

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

Without detailed access and time to review the PIIP, 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 Inquiry into the Proposed
Takeover of Jomo Kenyatta international Airport by Kenya Airways by the Public
Investments Committee dated 26™ February 2019 and shares a number of the concerns
and questions raised in that report.

4. QUESTIONS TO BE ANSWERED

1. In 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 bging
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 PHP needs to address the development /and/or redevelopment of JKIA
if they want to successfully compete with the redeveloped Ethiopian (Bole
International) 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 PIIPs 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 regional/global 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 International Civil Aviation Organization
[ICAO] 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 International commercial flight operations, not pose
a large measure of conflict of interest in provision of Airport services to its
competitors in International 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 pivatal role in tourism,
cargo as well as international humanitarian aviation operations, and aiso employs many
Kenyans.




DEPARTMENTAL COMMITTEE ON TRANSPORT, PUBLIC WORKS AND
HOUSING MEETING WITH KENYA CIVIL AVIATION AUTHORITY ON 10™
APRIL 2019

Kenya Airways’ Privately Initiated Investment Proposal (PIIP) to
Kenya Airports Authority.

The Departmental 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 (PIIP) to
Kenya Airports Authority.

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 30DAYS 60DAYS 90 DAYS
NG CURRENT | ABOVE AND ABOVE | ABOVE

516,195,794 | 75,903,527 | 86,643,287 |86,948,194 | 266,700,786

Kenya Airways revenue accounts to between 21%-23% of KCAA's total revenue
which is a decline from about 30% 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.



Industry Performance

(a) Aircraft Movements

5 Yr Growth
Movement 2014 2015 2016 2017 2018 (%)
bomestic | 176,690 | 179,483 | 204,803 | 207,644 |223,479 |26.5
International | g3 495 | 86,750 | 93,029 | 93,531 | 96,101 28
Total

270,185 | 266,233 | 297,832 301,175 319,580 18.3

(b) Passenger Numbers

5Yr

Growth
Passenger | 2014 20187 2016 2017 2018 | (%)
Domestic 52.

3,139,031 | 3,420,767 [ 4,019,648 |4,006,486 |4,772,582 1

Internatio
nal 4,437,916 | 4,176,663 | 4,554,429 | 4,869,744 |5,476,669 | 23.4
Transit | 305,123 | 1,395,767 | 1,469,176 | 1,480,834 | 1,639,167 |25.6
Total

8,882,070 | 8,993,197 | 10,043,253 | 10,357,064 | 11,888,418 |33.8

(c) Freight Traffic (000)

5Yr
Freight 2014 | 2015 2016 2017 2018 | Growth (%)
Freight | ,79380 | 263,041 | 249,489 |290,772 |358,749 |28.4
Mall | som 607 543 616 837 59.4
Total

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




(d) Aircraft Register
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The five year growth of aircraft registered is 14.4% or an average of 2.9% per
annum

3. Recent Achievement

(a) Federal Aviation Administration (FAA) International Civil Aviation Assessment
(IASA) CAT 1 - Kenya was granted IASA Cat I on 27" February 2017 and this
allowed for start of direct flights to USA in October 2018, Kenya is the 7t 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 78.02%. 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.
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(e)

(a)

(b)

(c)

(d)

(e)

(f)

(9)

(h)

Kenya has been elected to the ICAO Council twice and is currently serving on
the second term. KCAA intends to set up a permanent office at ICAQ after our
term expires in October at the ICAO General Assembly.

Proposed Recommendation on Aviation Related Issues

As the Civil Aviation Industry expands in Kenya, KCAA wishes to propose the following:

Establishment of the Kenya Search and Rescue (KSAR) Organization as a multi-
agency approach with participants from both public and private sector. This will
improve the coordination and implementation of Search and Rescue activities
thereby improving the efficiency and the capacity to save lives when accidents or
disasters occur.

Air Accident Investigation Department (AAID) to be made autonomous from the
Ministry of Transport and established as a State Corporation, Air Accdent
Investigation Authority (AAIA). This will improve the ability of the AAID to act fast
and efficiently thereby being able to undertake objective investigations and advice
on the corrective actions required to reduce accidents and incidents.

KCAA proposes a sustainable funding mechanism for the East African Community
Cwvil Aviation Safety and Security Oversight Agency (CASSOA) instead of relying
on contributions from Partner States Civil Aviation Authorities.

The Meteorological Department (MET) provides weather information which 1s a
safety critical input for use by air operators. It 1s proposed that the Department be
made autonomous from the Ministry of the Environment for increased investment
In equipment and efficiency in provision of information to air operators.

The Air Passenger Service Charge (APSC) Act 475 provides for collection of the
proceeds by KRA. It is proposed that the Air Passenger Service Charge (APSC)
Act 475 and the KRA Act be amended to allow KCAA collect its revenue directly
instead of through KAA.

It 1s proposed that the KRA Act be amended to allow KCAA collect all its revenue
directly.

It is proposed that a portion of APSC be shared with AAID, Met Departments and
EAC CASSOA 1n order to develop their capacity to undertake their mandate more
effectively.

The Civil Aviation Act 2013 and the Civil Aniation Amendment Act 2016 should be
consolidated and promulgated as the Civil Awation Act, 2019 incorporating all
amendments as appropriate.



(1) The Public Finance and Management Act (PFMA) sec 219(2) should be amended
to exempt KCAA from payment of 90% of surplus funds to the National Treasury
so that the Authority is able to invest in required aviation infrastructure.

&

Office of the Director General
Kenya Civil Aviation Authority
P.O. Box 30163-00100
Nairobi



Kenya Aviation Workers Union

All correspondents should be addressed to the Secretary General

Airport Complex Lid.
JKIA Cargo Village,

‘?. . ""7L, i (.J; il & P.0O. Box 19157-00501

Nairobi, Kenya.
el Tel: 0729 039 242
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The Clerk of the National Assembly,

P.O. Box 41842-001 00,
NAIROBI.

4™ April 2019

Dear Sir,

RE: MEMORANDUM ON THE PROPOSED PUBLIC PRIVATE PARTNERSHIP
BETWEEN KENYA AIRWAYS AND KENYA AIRPORTS AUTHORITY,

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 proposed Public Private Partnership between
Kenya Airways PLC and Kenya Airports Authority, attached herewith please find our
memorandum for consideration,

We look forward to your consideration, -
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It’s a new dawn!



4" April 2019

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

Dear Sir,

RE: MEMORANDUM ON THE PROPOSED PUBLIC PRIVATE PARTNERSHIP BETWEEN KENYA

AIRWAYS AND KENYA AIRPORTS AUTHORITY.

1.

a)

b)

INTRODUCTION

Who is Kenya 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. It 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 (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 employers in accordance
with the provisions of Section 54 of the Labour Relations Act 2007, as well as
subsequent Collective Bargaining 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 the operations of Jomo Kenyatta International Airport
(JKIA) by KQ.

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 plunging 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. It 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
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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 dwving into the root causes of the airlines
financial troubies and establishing how not to fa into those pitfalls again. The root
tauses may range from deliberate mismanagement brought about by tnept 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

save 1t from collapse.

REASONS WHY KAWU IS OPPOSED TO THE PIIp

As an important contributor to the national economy, KQ needs to be rescued from collapse.
But the rescue mission must uphold and comply with the apphcable 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 PIIP Model Not Suitable in KQ’S Case

Kenya Airways 1s a private tompany operating as the nation’s flag carrier. On the other
hand, KAA s wholly owned by the government and its prime profitable business unit 1s
JKIA

As a result, the airline’s ticket charges have been relatively uncompetitive thereby
eroding the cabmn factor in favor of the competitors with attendant perennial financial
losses and default in meeting its debt obligations

In May 2018, KQ obtained Cabinet approval to initiate the process of running JKIA under
Public Private Partnership arrangement premised on the need to upscale JKIA expansion
to enable the growth of the airline.

The proposed PIP model has no Inbuilt risk sharing element and hence 1s more inclined
to a2 “take-over” rather than 3 Public Private Partnership (PPP).

The PIIP proposal also Creates a posstbility of a viability gap funding for the other
network airports which s Hlegal wrthin the frameworks of both the PPP Act, 2013 and
Kenya Airports Authority (KAA) Act, 1991,



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

Egypt

* In Egypt, the government wholly owns the Egyptian Holding Company for

Airports and Air Navigation (EHCAAN) with 1ts subsidiartes being:
> Egyptian Airports Company which manages 19 regional arports

with a volume of 22 million passengers annually which s
equivalent to 60% of the total traffic
Cairo Airport Company which manages Cairo International Airport
» National Arr Navigational Services Company which serves as the

industry regulator
» Aviation Information Technology
* EHCAAN is an independent entity which operates on commercial terms and 1ts

Y

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,

Marocco

* The Moroccan Airports Authority 1s 100% Government owned.

* It operates airport infrastructure as well as Air Navigational Serwvices.

* Royal Air Morac is the Morocean national carrier and s 100% Government
owned

Ethiopia
* In Ethiopia, the Ethiopian Aviation Holding 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 alrports
Logistics Company
Aviation Academy
Inflight Catering Services,
Maintenance, Repairs and Overhaul Services: and
Ethiopian Hotel and Tourism Services.
* Therefore the airline and the airports management are al| wholly owned by the
government
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Rwanda
* In Rwanda, the Rwanda Aviation, Travel and Logistics Limited is 100%
Government owned with the following subsidiaries:

%

# RwandAir which is the national carrier

> Rwanda Airports  Management Limited which manages the
national airports

> National Logistics Company Limited

> Hospitality and Travel Management Limited; and

> Akagera Aviation Academy

® The Gulf carriers of Emirates, Qatar 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.

®* 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.

® In the case of the KQ's PIIP, the model is dead on arrival. |t assumes that KQ is
wholly owned by the government, which is not the Case, and that the other
aviation entities will al| coalesce into one fold after the take-over.

b) Shortcomings of the PIIp

® The intended take-over of JKIA by KQ does not conform to the requirements of Public
Private Partnership (PPP) framework. The Public Private Partnership Act envisages a

the public custodian of the country’s aerodromes and fully funded by tax-payer. KQ’s
core mandate as a listed tompany is to run the airline business. Since its inception, KQ’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



self. We feel that this is not only against the public interest but also 2 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 jts
mandate of expanding and expanding and growing more aerodromes and airports in

JKIA gets into the private hands of KQ.

Findings of Consulting Firm KPMG not in Favour of KQ’s PIIp

Transaction Adviser on the take-over deal. After reviewing the P|Ip presented by KQ,
KPMG established certain findings which make the deal untenable.

the operator of JKIA under the PIIP.

In addition, KPMG noted that KQ’s non-equity participating lenders had not been
apprised of the PlIP, meaning that without their tonsent and approval, the PIIP stood
therisk of adversely affecting KQ’s existing loan arrangements with the said lenders,

5



financially stable today

» We are unable to understand why, even after recewving these findings by a competent
authonity like KPMG, the PlIp by KQ is still being pushed in spite of its obvious
shortcomings and disadvantages to KAA. In whose interest is ths project being
propelled?

d) JKIA Take-over Not the Only Option to Turn-around KQ

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 1gnore them.

recommendations.

e 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
liquidity and cash-flows.

» Another recommendation Was to engage the Unions more robustly to negotiate
productivity driven CBAs, Regrettably, KQ has falled to embrace this recommendation
The Unicn has been knocking on KQ’s doors to tommence CBA negotiations since June
2016 to no avail, desprte the fact that the Union led the way by agreeing to drop

6



guaranteed flying crew allowances in favour of allowances based on block hours actively
flown which resonates very well with 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 arcraft maintenance.

They also recommended the enactment of a law to ensure all government employees
and contractors utilise KQ for their travel

In 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 1s more
than what KQ would generate from running JKIA. It 15 ironical that KQ pays Railway
Maintenance Levy for its jet fuel yet this levy goes to support a sector seen as a
competitor.

Take-over of JKIA was not one of the recommendations by Seabury. Why doesn’t KQ
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 1s 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?

Non-Engagement of KAWU by KQ and KAA

The managements of both KQ 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 1s Inconceivable why KQ 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. Qur 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 employers.

To date, KAWU has not been provided with a copy of the Privately Initiated Investment
Proposal (PlIP} by KQ which carries the details of how the proposed take-over will be
implemented. Had we been provided with the PIIP, we could perhaps have understood
the rationale behind the deal and constructively engage the two employers with the
objective 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 definrtely be redundancies mainly affecting
KAA staff currently working at JKIA and at the Head Office.
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Representing over 4000 employees in KQ 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 1s absurd and an act of pure
negligence by managements of both KAA and KQ We have a mandate to execute on
behalf of our members. Our demand to be engaged in the deliberations is not a reguest
but a requirement as per the Coliective Bargaining Agreement (CBA) and the law.

Previous Failed Restructuring Initiatives Carried out by KQ

We are apprehensive and convinced that like many other previous attempts made at
resuscitating KQ since its fortunes started dose-dving 1n 2012, this one will also fail
unless the root causes of KQ’s perennial problems are identified and addressed.

In 2012, a major restructuring of the tompany was carried out with the resultant
retrenchment of over six hundred (600) employees in one swoop The rationale behind
the 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 business
requirements.

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 rationale behind out-sourcing of
the said jobs. We have not tired to ask who the real beneficiary of the out-sourcing
concept s and whether it indeed serves the interests of the atrline

We have also queried the element of discrimination amongst employees doing similar
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 1s an unfair labour practice and exploitation of labour
contrary to the constitution,

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.
Indeed, in 2014 KAWU was forced to sign a CBA with a 0% salary increase, much to the
chagrin and disappomtment 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.

Instead, in came another restructuring exercise spearheaded by McKinsey Consultants
in 2016 in which over one hundred {100) empioyees were retrenched yet again with the
company citing excess manpower. Again, In a show of sacrifice by the Unton to save the
airline from collapse, we agreed to forego annual increments for our members for one
full year without claiming back-pay translating into tens of millions of shrllings. Ironically,
in less than six months, the company started feeling the heat of operating with less than



required manpower and they resulted, yet again, in engaging more than one hundred
staff through the out-sourced firms.

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 arrline.

g) Extreme Management Failure at KQ

¢ 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 CEQ Sebastian Mikosz, has failed the airline and it is time they exit
if KQ s 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 arrline,

e Over 500 KQ emplioyees 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 JKIA is the only medicine left to resuscitate KQ

* Recently, the KQ CEO was quoted in the media (The East African, March 17, 2019)
stating that nothing short of take-over of the runmng of JKIA will save KQ from total
collapse. He went further to state that “there is actually no way KQ can be profitable in
its current state. | don’t know how to do that”, He even went further to say that if the
take-over deal does not g0 through, he won’t consider renewing his contract We are
left wondering what Sebastian 1s still doing holding the CEQ’s position yet he is clueless
on how to run KQ,

3. LOSS OF CONFIDENCE IN KQ’S CEQ

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



a) Integrity of the Group Managing Director & CEOQ, Sebastian Mikosz

The Union has lost faith and confidence in KQ’s CEQ Sebastian Mikosz for various
reasons.

We went public recently with the information that Sebastian s 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 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 46,694,000 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) Engagement of 7 Polish Consultants and their Unreasonable Payments

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 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 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

For example, he paid one Monika Kieltyka-Michna who is designated as “Interim
Management” a total of USD 108,000 (KES 11 Million) for services rendered in February
2018 vide Invoice No. 02/2018 dated 1* March 2018 approved and signed by Sebastian
and acknowledged by the said Monika. The money was paid on 10" March 2019
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 Invoice No. 02/2018
dated 1* March 2018 approved by Sebastian and acknowledged by the said Michal. The
money was paid on 10" March 2018 through a bank transfer to Michal’s bank account
in Poland with account number PL 20114020040000311201967694. (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.

¢) Questionable Qualifications/Credentials of the Polish “Consultants”

A quick look at the credentials of the six foreigners from Poland hired by KQ 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
Management and Marketing. How many such qualifications do we have in Kenya?
Another one by the name Magdalena Serwach is 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 Pjotr 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
Institute of Supplies Management (KISM).

Having no special skills that are lacking in neither KQ 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. If at all KQ had the need to source for external
consultants, did they all have to be from Sebastian’s nationality? Must all of them come
from a consulting firm (Air Biz Support) associated with Sebastian? We read some
mischief here and again we call to question Sebastian’s integrity.

11



d) Recruitment of a High Number of Expatriates

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
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. It is no wonder that KQ's fortunes continue to dwindle while KLM’s business
continues to grow even in routes where ideally KQ should be the only operator under
the joint venture agreement.

e) Governance issues with KQ CEO

It has been a practice in KQ since the appointment of Sebastian Mikosz as the CEQ 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 qualifications to justify their appointments.

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

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 KQ. This is just but one example.
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f) Irregular Payments for Personal Security

* We have evidence that Sebastian has engaged the services of a private security firm to
provide him with 2 personal securnity/bodyguards. Whilst the necessity for personal
security and personal bodyguards s in itself questionable given that no previous KQ CEQ
has been provided with such a service, what attracts the attention of the Union iIs the
huge amount of money paid for this service

« On 28" 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. SPGL/2018/1643 (A copy of the said invoice is hereby
attached).

* We wonder what caltbre 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 integnity of Sebastian to question.

4. CONCLUSION
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
convinced that KAA should not be deprived of its profit making unit in a bid to save KQ. 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 1s 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 s tncapable of turning around KQ's core
business as an airline. His management has failed and he should exit honourably.

Consequently, KAWU urges the National Assembly to vote against the take-over deal and
recommend for the immediate exit of Sebastian Mikosz as the KQ CEO and Johny Andersen as
the KAA CEQ.

gty

Moss Ndiema
Secretary General
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Kenya Aviation Workers Union

All correspondents should be addressed to the Secretary General

Airport Complex Ltd.
JKIA Cargo Village,
P.O. Box 19157-00501
Nairobi, Kenya.

Tel: 0729 039 242
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The Clerk of the National Assembly, 4" April 2019
P.O. Box 41842-00100,

NAIROBI.
Dear Sir,

RE: MEMORANDUM ON THE PROPOSED PUBLIC PRIVATE PARTNERSHIP
BETWEEN KENYA AIRWAYS AND KENYA AIRPORTS AUTHORITY.

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 proposed Public Private Partnership between
Kenya Airways PLC and Kenya Airports Authority, attached herewith please find our
memorandum for consideration.

We further request that we be allocated a time slot to appear before the Departmental Committee
on Transport, Public Works and Housing to present and prosecute our memorandum.
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We look forward to your consideration. Ny N
7L .
Yours faithfully, | QQ} Cl\;(_

(] _t ‘
A TN | Ch

Moss Ndiema
Secretary General
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4" April 2019

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

Dear Sir,

RE: MEMORANDUM ON THE PROPOSED PUBLIC PRIVATE PARTNERSHIP BETWEEN KENYA

AIRWAYS AND KENYA AIRPORTS AUTHORITY.

1

a)

b)

INTRODUCTION

Who is Kenya 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. It 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 (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 employers in accordance
with the provisions of Section 54 of the Labour Relations Act 2007, as well as
subsequent Collective Bargaining 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 the operations of Jomo Kenyatta International Airport
{IKIA) by KQ.

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 plunging 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. It 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
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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. If 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 collapse.

REASONS WHY KAWU IS OPPOSED TO THE PIIP

As an important contributor to the national economy, KQ needs to be rescued from collapse.
But 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 PIIP Model Not Suitable in KQ’'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
JKIA.

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.

In May 2018, KQ obtained Cabinet approval to initiate the process of running JKIA under
Public Private Partnership arrangement premised on the need to upscale JKIA expansion
to enable the growth of the airline.

The proposed PIIP model has no inbuilt risk sharing element and hence is more inclined
to a “take-over” rather than a Public Private Partnership (PPP).

The PIIP 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 PIIP is an untested model which is doomed to fail:

Egypt
e 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 International Airport
~ National Air Navigational Services Company which serves as the
industry regulator
~ Aviation Information Technology
o 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.
e Egypt Air, the national carrier, is 100% Government owned and is now the
largest airline operator in the continent by traffic numbers.

Morocco

s The Moroccan Airports Authority is 100% Government owned.
e It operates airport infrastructure as well as Air Navigational Services.
e Royal Air Morac is the Moroccan national carrier and is 100% Government

owned

Ethiopia

* In Ethiopia, the Ethiopian Aviation Holding 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
Aviation Academy
Inflight Catering Services;
Maintenance, Repairs and Overhaul Services; and
~ Ethiopian Hotel and Tourism Services.

¢ Therefore the airline and the airports management are all wholly owned by the

government
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Rwanda
* In Rwanda, the Rwanda Aviation, Travel and Logistics Limited is 100%
Government owned with the following subsidiaries:

~ RwandAir which is the national carrier

~ Rwanda Airports Management Limited which manages the
national airports
National Logistics Company Limited

~ Hospitality and Travel Management Limited: and

~ Akagera Aviation Academy

* The Gulf carriers of Emirates, Qatar 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.

e 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.

* In the case of the KQ's PIIP, the model is dead on arrival. It assumes that KQ 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) Shortcomings of the PIIP

* The intended take-over of JKIA by KQ 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 in exchange for a concession fee less than one third of
its current earnings?

* KQis a private enterprise as opposed to KAA which is a public organization created to be
the public custodian of the country’s aerodromes and fully funded by tax-payer. KQ's
core mandate as a listed company is to run the airline business. Since its inception, KQ's
mandate has not involved running of airports which has been the preserve of KAA and
its predecessor, the Aerodromes Department.

¢ Byits 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 JKIA is being handed such an
important responsibility on a silver platter.

* Atthe moment, JKIA generates over 90% of KAA’s revenues. By ceding the business unit
that brings the largest share of their revenue to KQ, KAA will remain a shell of its original



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
infrastructure that creates rapid connectivity domestically and regionally through
growth of airports and airstrips across the country. This dream will be unattainable once
JKIA gets into the private hands of KQ.

Findings of Consulting Firm KPMG not in Favour of KQ’s PIIP

The audit and consultancy firm of KPMG was recently contracted by KAA as their
Transaction Adviser on the take-over deal. After reviewing the PIIP presented by KQ,
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 PIIP. 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 JKIA 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
the PIIP.

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"
December 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 KQ's ability to be
the operator of JKIA under the PIIP.

In addition, KPMG noted that KQ's non-equity participating: lenders had not been
apprised of the PIIP, meaning that without their consent and approval, the PIIP stood
the risk of adversely affecting KQ's existing loan arrangements with the said lenders.
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s On 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 majority of KAA employees, the selection criteria as well as
clarity on which policies and procedures will apply in the SPV.

e 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 JKIA.

e 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 JKIA, 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.

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

d) JKIA Take-over Not the Only Option to Turn-around KQ

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.

* InFebruary 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
recommendations.

e 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
liquidity 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 KQ's doors to commence CBA negotiations since June
2016 to no avail, despite the fact that the Union led the way by agreeing to drop
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guaranteed flying crew allowances in favour of allowances based on block hours actively
flown which resonates very well with 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.

In 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. It is ironical that KQ pays Railway
Maintenance Levy for its jet fuel yet this levy goes to support a sector seen as a
competitor.

Take-over of JKIA was not one of the recommendations by Seabury. Why doesn’t KQ
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?

Non-Engagement of KAWU by KQ and KAA

The managements of both KQ 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 KQ 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 employers.

To date, KAWU has not been provided with a copy of the Privately Initiated Investment
Proposal (PIIP) by KQ which carries the details of how the proposed take-over will be
implemented. Had we been provided with the PIIP, we could perhaps have understood
the rationale behind the deal and constructively engage the two employers with the
objective 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 JKIA and at the Head Office.
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Representing over 4000 employees in KQ 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 KQ. 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.

Previous Failed Restructuring Initiatives Carried out by KQ

We are apprehensive and convinced that like many other previous attempts made at
resuscitating KQ since its fortunes started dose-diving in 2012, this one will also fail
unless the root causes of KQ's perennial problems are identified and addressed.

In 2012, a major restructuring of the company was carried out with the resultant
retrenchment of over six hundred (600) employees in one swoop. The rationale behind
the 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 business
requirements.

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 rationale 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 element of discrimination amongst employees doing similar
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 constitution.

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.
Indeed, in 2014 KAWU was forced to sign a CBA with a 0% 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.

Instead, in came another restructuring exercise spearheaded by McKinsey Consultants
in 2016 in which over one hundred (100) employees 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 increments for our members for one
full year without claiming back-pay translating into tens of millions of shillings. Ironically,
in less than six months, the company started feeling the heat of operating with less than
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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 slight difference, but
with the same 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.

Extreme Management Failure at KQ

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 JKIA is the only medicine left to resuscitate KQ.

Recently, the KQ CEO was quoted in the media (The East African, March 17, 2019)
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 actually no way KQ can be profitable in
its current state. I don’t know how to do that”. 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 CEQ’s position yet he is clueless
on how to run KQ.

LOSS 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 proponent of the PIIP, a project that he strangely
believes will provide KQ with a singular dose for revival.



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

a) Integrity of the Group Managing Director & CEOQ, Sebastian Mikosz

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

e 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.

e We wish to reiterate that our position is that Sebastian earns close to KES 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 46,694,000 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) Engagement of 7 Polish Consultants and their Unreasonable Payments

e 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 covering the issue of
their questionable credentials in details below, but what beats logic is the unreasonably
high perks paid to them.

e 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

e For example, he paid one Monika Kieltyka-Michna who is designated as “Interim
Management” a total of USD 108,000 (KES 11 Million) for services rendered in February
2018 vide Invoice No. 02/2018 dated 1* March 2018 approved and signed by Sebastian
and acknowledged by the said Monika. The money was paid on 10" March 2019
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 Invoice No. 02/2018
dated 1% March 2018 approved by Sebastian and acknowledged by the said Michal. The
money was paid on 10" March 2018 through a bank transfer to Michal’s bank account
in Poland with account number PL 20114020040000311201967694. (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) Questionable Qualifications/Credentials of the Polish “Consultants”

A quick look at the credentials of the six foreigners from Poland hired by KQ 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
Management and Marketing. How many such qualifications do we have in Kenya?
Another one by the name Magdalena Serwach is said to have worked as a Legal Counsel
in Poland and she holds a Masters in Law. What special talent does she bring? QOne
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
Institute of Supplies Management (KISM).

Having no special skills that are lacking in neither KQ 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. If at all KQ had the need to source for external
consultants, did they all have to be from Sebastian’s nationality? Must all of them come
from a consulting firm (Air Biz Support) associated with Sebastian? We read some
mischief here and again we call to question Sebastian’s integrity.
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d) Recruitment of a High Number of Expatriates

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 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 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
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. It is no wonder that KQ's fortunes continue to dwindle while KLM’s business
continues to grow even in routes where ideally KQ should be the only operator under
the joint venture agreement.

e) Governance issues with KQ 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 qualifications 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 300,000/= 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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f) Irregular Payments 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 KQ CEQ
has been provided with such a service, what attracts the attention of the Union is the
huge amount of money paid for this service.

e On 28" 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. SPGL/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. CONCLUSION
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
convinced that KAA should not be deprived of its profit making unit in a bid to save KQ. 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 KQ’s core
business as an airline. His management has failed and he should exit honourably.

Consequently, KAWU urges the National Assembly to vote against the take-over deal and
recommend for the immediate exit of Sebastian Mikosz as the KQ CEQ and Johny Andersen as
the KAA CEO.

{

W‘M"

Moss Ndiema
Secretary General
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Zimbra clerk@parliament.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 Fri, Apr 05, 2019 12:05 AM
<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

Keynote Speaker Invitation

Berlin Wall 30
From the Divided to the City of Freedom: The 30th Anniversary for the Fall

of the Wall
Berlin; November 6th - 10th, 2019
www.berlinwall30.de

Dear Hon. Justin Muturi,

On behalf of the Academy for Cultural Diplomacy, we are honored to extend to you an
invitation to deliver a keynote speech at our forthcoming major event: Berlin Wall 30
(Berlin; November 6th - 10th, 2019). We would suggest a speech on the day of your

choice from November 8th-10th, 2019. The high level attendance for the Berlin Wall 30
will be particularly high and will consist of a significantly high number of dignitaries
including senior politicians, heads of global governance organizations, celebrated artists and
representatives from leading corporations. Should you be able to attend, the ICD
Academy will arrange for your accommodation in Berlin and cover the cost of your flights
to Berlin.

Berlin Wall 30
From the Divided to the City of Freedom: The 30th Anniversary for the Fall of

the Wall
Berlin; November 6th - 10th, 2019
www.berlinwall30.de

The Fall of the Berlin Wall on November 9th, 1989 was an epic event that led to major
historical changes in the world’s political, economic and cultural landscape. In the
tumultuous aftermath, the world has witnessed the emergence of dozens of new States in
Eastern Europe and significant transformations in other continents that paved the foundation

"of3 08/04/2019, 10:5¢



“imbra https://mail.parliament.go.ke/h/printmessage?id=337473&tz=Af.

and laid the new order of the world we live in today. On November 9th, 2019 the world will
celebrate the 30th Anniversary of the Fall of the Berlin Wall and all eyes will fall again on
the German capital. On this historical event the Inter Parliamentary Alliance for Human
Rights and Global Peace (IPAHP), the Academy for Cultural Diplomacy and other leadings
institutions will organize a major international summit that will take place from November
6th-10th, 2019. The Summit will be highlighted by a peace concert that will take place on
the evening of November 9th, performed by world-renowned celebrated singers and bands.

The summit will include participation of senior politicians representing 150 states, leading
political theorists, religious leaders, executives of major corporations, chief diplomats, and
celebrated artists travelling to Berlin from all corners of the world. The large-scale events
that will take place in the framework of the Summit celebrations of the 30th anniversary of
the fall of the wall will be dedicated to the fields of international relations and economics,
peace building, human rights, arts and culture. The large-scale conferences & events that
will take place in the framework of the Summit celebrations of the 30th anniversary of the
fall of the wall will be dedicated to the fields of international relations and economics, peace
building, human rights, arts and culture. The Following Conferences will take place
during the summit:

Berlin NATO Conference » Berlin; November 6th-8th, 2019
Berlin Economic Forum » Berlin; November 8th-10th, 2019
Berlin Wall 30 » Berlin; November 6th-10th, 2019

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

With warm regards and gratitude,

Mark C. Donfried

Mark C. Donfried
Director General, Academy for Cultural Diplomacy

“Promoting Global Peace by Strengthening Intercultural Relations”
Address: ICD House of Arts & Culture

Soltauer Str. 18-22, 13509 Berlin, Germany

Phone: 00.49.(0)30.2360-7680

Fax: 00.49.(0)30.2360-76811

Facebook >>; You Tube>>; Twitter>>
info@culturaldiplomacy.org
www.culturaldiplomacy.org

www.berlinglobal org;

Cultural Diplomacy News — Click Here

The Center for Cultural Diplomacy Studies — Click Here

Organization for Youth Education & Development — Click Here
Inter-Parliamentary Alliance for Human Rights & Global Peace — Click Here

This e-mail contains privileged and confidential information intended only
for the use of the individual or entity named above. If the reader of this
e-mail is not the intended recipient or the employee or agent responsible
for routing it to the intended recipient, you are hereby notified that any
review, dissemination, copying or forwarding of this e-mail is strictly
prohibited. If you have received this e-mail in error, please reply to the

sender of such and delete the e-mail in its entirety. Thank you.
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URBAN DEVELOPMENT AND PUBLIC WORKS

STATE DEPARTMENT FOR TRANSPORT
OFFICE OF THE CABINET SECRETARY
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RE: INQUIRY INTO THE AVIATION INDUSTRY IN KENYA BY THE
DEPARTMENTAL COMMITTEE ON TRANSPOT, PUBLIC WORKS AND
HOUSING

Reference is made to your letter Ref. No. DSC/TPWH/CORR/2019/029 dated 1st
April, 2019 on the above subject.

Forwarded herewith please find the response by the Cabinet Secretary, Ministry
of Transport, Infrastructure, Housing, Urban Development and Public Works for
further necessary action.

Yours “\1“\\ Yo'y, _& o j b \z’\:f\/k?’”
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{VIINISFRY OF TRANSPORT, INFRASTRUCTURE, HOUSING

JURBAN DEVELOPMENT AND PUBLIC WORKS
|

' Inqmrii nito the Aviation Industry

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

A. Policy Issues:

e The Cabinet at its meeting held on 29" May, 2018 considered a

Memorandum submitted jointly by the Cabinet Secretary/National
Treasury and Planning and the undersigned aimed at consolidating
Kenya’s aviation assets, and:-

. 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;

. Noted that a substantive Memorandum shall be submitted for

consideration and approval once the framework is agreed; and

. Directed the Cabinet Secretaries for National Treasury and

Planning; Transport, Infrastructure, Housing, Urban
Development and Public Works and the Attorney General to take
appropriate action.

Both the Cabinet Memo 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 Kenya’s economic competitive edge with
aviation being a factor for development and technology transfer.

Kenya has long been the Aviation Powerhouse in East, Central and
Southern Africa with a resilient national airline and strategic hub.
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However, the aviation landscape globally has undergone a rapid evolution
in the past decade and Kenya has not adapted to these changes in an agile
manner. Consequently, the Kenyan aviation sector is facing challenges,
characterised by the turbulence experienced by the national carrier as well
as loss of business by Jomo Kenyatta International Airport (JKIA) to
other competing hubs,

* Therefore, the market situation has created a need for a Comprehensive
restructuring covering not only Kenya Airways but the whole aviation
sector.

* The Kenyan aviation has been losing market-share over the last couple of
years to its competitors. Ethiopian Airlines (ET), which was half the size
of Kenya Airways (KQ) in 2010, has steadily grown in recent years. It
has outpaced KQ three times since then. Kenya Airways, the national
carrier of Kenya
has over time been pushed out of the market by competitive airlines
which are very strongly protected by their own Governments.

* The current Aviation operation model in Kenya, does not facilitate the
growth of both KQ and our airports especially JKIA. There is therefore
an urgent need to find a solution that will change the mandate and
prospects of KQ and allow the company to become one of the biggest
African carrier and JKIA a leading international aviation hub in East
Africa. In this context, both KQ and JKIA should be treated as national
assets of the people and Government of Kenya and the proposed
restructuring should be viewed as a geopolitical solution and not a

financial one. It is based on successfully implemented aviation
strategies.

* In view of the advantage of executing the Project rapidly and efficiently,
parties opted to engage in a Concession Agreement framework under the
PPP Act 2013 with KQ as the Private Party and KAA as the Contracting
Authority. :

B. Legal Compliance Issues

* Following the Cabinet’s policy decision, a legal framework for achieving
the intended restructuring had to be found. In this context the Public
Private Partnership Act, 2013 was identified as the suitable legal
framework. Kenya Airways therefore, submitted to Kenya Airports
Authority a PIIP as provided for in the PPP Act. This proposal is has been
submitted to the PPP Unit in line with the provisions of the Act.
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However, following the concerns that have been raised by the Public we
are now exploring other opinions of delivering the objectives of the
Government to consolidate our aviation assets. Once an agreed option
has been identified we will submit the same to the Cabinet for approval as
directed by Cabinet.

Issues of Concern to the People

The issues that have been raised are based on the PIIP which is a just 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
coneern.

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 optimal results for mutual benefit of the
parties. In other words, the negotiations must achieve a WIN — WIN
situation for both parties and arrive at a mutually agreed framework.

The negotiations between the two entities in the context of a PPP
transaction would include, staff matters, concession fee, investments
over the concession period, service standards, transaction structure,
roles and responsibilities of each party, competition with other
airlines, amongst others. The running of the other airports and
airstrips would be a critical part of the negotiations.

The important thing to note is that 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 more 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 economic growth drivers. This model is
similar to what is being utilized by Kenya’s main competitors in the
global aviation industry.
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Mr. Chairman, as stated above, this Transaction is an opportunity for the
growth of 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.

James W. Macharia, EGH
CABINET SECRETARY
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REQUEST FOR A CABINET MEMORANDUM APPROVING RESTRUCTURING
OF THE AVIATION INDUSTRY IN KENYA

Reference is made to your letter ref. no. DSC/TPWH/CORR/2019/030 dated 1st
April, 2019 on the above subject.

Cabinet Memoranda though prepared by various Ministries are the property of the
Cabinet Office, Executive Office of the President, I am not therefore able to
submit the Cabinet Memorandum as requested. However, by virtue of my office,
[ can confirm that in May, 2018 the Cabinet Secretary, National Treasury and the
undersigned submitted to Cabinet a joint memorandum whose purpose was 1o
brief Cabinet on developments in Kenya’s Civil Aviation Sector, and seek policy
approval on actions Kenya should take to restore Kenya‘s aviation
competitiveness, and to reclaim the County’s position as an anchor economy in
Africa, with Nairobi as the African civil aviation hub.

The Cabinet at its meeting held on 29" May, 2018 considered the Memorandum
and:-

i. 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 t¢ Kenya’s economic competitiveness, with aviation being a
corridor for deyelopment and technology transfer;

ii. Noted that a sybstantive Memorandum shall be submitted for consideration
and approval opce the framework is agreed: and

iii.  Directed the (Cabinet Secretaries for National Treasury and Planning;
Transport, Infrpstructure, Housing, Urban Development and Public Works
and the Attorngy General to take appropriate action.

I 'hope this confirmatidn will facilitate the work of the Departmental Committee in its
work.

= WLBW J—
Youm‘?’ b
. o
‘//‘—//< e

James W. Macharia, KGH
CABINET SECRETAFRY

Copy to:  Dr. Joseph K. Kinyua, EGH
Head of Public Service
Executive Office of the President
State House
NAIROBI

Esther Koimett, CBS
Principal Seg¢retary

State Department for Transport
NAIROBI
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P.O. Box 41842 — 00100
NAIROBI.

Attn: Ms Serah M. Kioko

RE: INQUIRY INTO THE AVIATION INDUSTRY IN KENYA BY THE
DEPARTMENTAL COMMITTEE ON TRANSPORT, PUBLIC
WORKS AND HOUSING

We refer to your letter Ref. NA/DCS/TPWH/CORR/2019/029 dated st April, 2019
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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& Kenya Airports Authority
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INQUIRY INTO THE AVIATION INDUSTRY IN KENYA BY THE
DEPARTMENTAL COMMITTEE ON TRANSPORT, PUBLIC
WORKS AND HOUSING

RESPONSES BY KENYA AIRPORTS AUTHORITY

10™ APRIL, 2019
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(A)

)]

(2)

BACKGROUND

In a letter referenced NA/DCS/TPWH/CORR/2019/029 dated 1% April,
2019, the National Assembly’s Committee on Transport, Public Works 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.

HUMAN RESOURCE ISSUES

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

While the PIIP 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, Infrastructure, Housing & Urban Development in a
press release dated 5" February, 2019.

What is the current staffing formation structure for KAA?

An analysis of KAA's staffing levels as at 31°' March, 2019 is provided in the
following table.

HQs | JKIA | MIA | WAP | EIA | KIA | MLD | Others | Total
Management 176 318 ¥ 48 27 36 12 44 183
Non/Management 40 675 | 157 84 58 59 24 95 | 1192
Total 216 993 | 249 132 85 95 36 139 | 1945

All staff in grades 5 to 9 are management staff. Grades 1-4 are non-
management staff.
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3)

“4)

What is the remuneration thereof for KAA staff?

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

Category Amount (Kshs' Millions)

Management 2,316
Non-Management 1,920
Total 4,236

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

In response to a Strike Notice by Kenya Aviation Workers Union dated
29" January, 2019, the Authority filed a case (ELRC Case Number 68 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 5™
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 International Airport by Kenya
Airways. The matter is pending in Court and is scheduled for directions on
4™ June, 2019.
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(B)
(i)

ISSUES CONCERN TO THE PEOPLE

Did KAA undertake due diligence on the Kenya Airway’s Privately
Initiated Investment Proposal?

In 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 Initiated Investment Proposal. The scope of the
engagement includes due diligence and transaction support covering the
following key activities:

. Reviewing Kenya Airway's investment proposal as presented in the
PIIP, 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 deliverability 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.
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(i)

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 PIIP as envisaged under section 61(1) of
the Public Private Partnerships Act, No 15 of 2013 (the PPP Act).

In 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 PIIP;

Whether the PIIP as presented provides value for money for KAA;
Whether the PIIP adequately complies with the viability gap funding
requirements set out in the PPP Act; and

Closure of the financing gap left in KAA after concessioning out
JKIA's assets.

Did KAA respond to KQ's PIIP?

KAA has not formally responded to KQ on the PIIP as this process will be
informed by the outcome of the due diligence and negotiation processes
detailed above.
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(iii) Are the JKIA facilities operating within the required international
standards?

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

e 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

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

(2) What is the financial health status of KAA, in terms of (i)
balance sheet (ii) Debts held (iii) Cash Flows (iv) Assets and
Equities?

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

30" June 2018 | 30" June 2017

Kshs' Millions Kshs' Millions
Fixed Assets 50,845 51,643
Current Assets 31,935 23,030
Total Assets 82,780 74,674
Capital & Reserves 62,978 54,982
Airstrip Fund 2,301 1,367
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 IA.

Included 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

last three (3) years? What is the total annual 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.

Kenya Airports Authority Revenues (Kshs in Millions)

Actual Actual Actual Projected | Projected | Projected
Revenue Item 2015/2016 | 2016/2017 | 2017/2018 | 2018/2019 | 2019/2020 | 2020/2021
APSC 6,719 9,567 10,147 9,063 9,063 9,422
Landing and Parking 3,032 3,274 3,396 3,567 3,587 3,650
Airbridge Charges 148 189 252 253 PLE] 257
Fuel Uplift 299 312 319 649 435 668
Sub-Total 10,197 13,342 14,115 13,532 13418 13,997
Rentals 722 759 851 1,114 1,114 1,123
Concessions 1,488 1,701 1,880 1,539 1,434 1,731
Others 322 1,398 778 1,244 1,124 1,474
Sub-Total 2:532 3,858 3,510 3,897 3,671 4,334
Total Revenues 12,729 17,200 17,624 17,429 16,889 18,332
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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 2017/2018 financial
year is quantified as follows:

Income - Shs 18 billion Spending Shs - 13 billion

Corporation Tax - Shs 352 million Dividend to GOK Shs - 128 million

Capital expenditure - Shs2.7 billion # of Direct Employment - 1,946
# of Indirect Employment - 9,730

Proportional earnings from tourism

(964,000/1,449,000)* Shs 120 billion Shs 79.8 billion

KAA’s contribution to GDP is estimated at 1.02% based on proportional
earnings from Tourism.
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BACKGROUND TO THE PIIP

On 29" 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 International Airport
(JKIA). In a letter dated 19" June, 2018, the Principal Secretary, Department of
Transport, Ministry of Transport, Infrastructure and Urban Development issued
instructions to KAA and KQ to proceed with the implementation of the
Cabinet'’s directive.

PRIVATELY INITIATED INVESTMENT PROPOSAL (PIIP)

On 5th October, 2018 the Authority received a Privately Initiated Investment

Proposal from KQ. The PIIP 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;

. Inclusion of JKIA's aviation infrastructure in the concession as will be
enumerated in the Project Agreement upon conclusion of due diligence;

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

. and KQ committing to meet minimum investment requirements as shall
be negotiated with KAA.

STRATEGIC 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 JKIA’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 47% to 34%
as shown in the following chart.

s0% 1 47%  ASK development in capital cities in East Africa 2013 - 2017, cont
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35% -
0, |
20k B2013
25% - m2015
20% = m2017
15% -
10% - 19 1% 7%
5% - 39, 4%
0% = y ——- -
JKIA Bole Dar Entebbe Kigali

In addition, KQ accounts for over 40% of 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.

Page 10 of 10
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CHAPTER |. BACKGROUND.

WHAT ARE THE PERSPECTIVES OF AFRICAN AND KENYAN AVIATION MARKETS?

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

« According to International 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 within the global aviation market.
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2017 2035
............. 1.3
Asia-Pacific L ]
......... 5
Europe @
........ 58
North America L 2
MR 0.3
Latin America =—————®
4 02
The Middle East =@
AFRICA 'H' gl
—8— O
Source: IATA

e Interms of revenue it means only 2% share in global aviation market as shown below.

Figure 2. Overview of the global aviation market (IATA)

World share (%) of industry revenue passenger kilometres in 2018
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35%

Source: IATA
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Figure 3. Worldwide aviation market growth estimates.

Annual growth of aviation markets (%)
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Source: Kenya Airways based on IATA data

e However, in terms of the

future  prospects for  Africa
the annual growth rate will
reach 5.1 % (highest in the
world).

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

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

e 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.

KENYAN MARKET IS AMONG THE MOST INTERESTING IN AFRICA OWING TO:
1) A significant number of business travellers due to many companies in Kenya.
2) Liberalised market & no currency 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

projecting 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 Growth Rate to and from Kenya 2017-2021.
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+ 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. It has outpaced KQ three times since then.
From 2015 to 2018 all competing carriers in the region increased their market share:
ET by 20%, Qatar by 12%, and RwandAir by 22%, all while KQ lost 4%.

e It 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 competing airlines (number of routes)

Airline @ Ke"ryf! Ai"w‘:')'f Ett nopian - .:.erw (QAT{\R
Total routes 53 routes 131 routes 302 routes 150+ routes

Routes in Africa 45 routes 77 routes 44 routes 23 routes
Flights to Kenya - 4 daily 1 daily (NB"'C()j,aI‘ifllyIIBA)

Source: Kenya Airways

CONTRARY TO POPULAR BELIEF IN KENYA
KENYA AIRWAYS IS NOT THE LARGEST AIRLINE IS AFRICA.
KQIS 5™ IN MOST RANKINGS AND ITS POSITION IS GRADUALLY
DETERIORATING, MAINLY DUE TO EXPANSION OF RIVAL AIRLINES

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

Ethiopia expanded terminal of the Bole International 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.

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

Rwanda is building new airport under the PPP framework with the capacity of twice
their current traffic.

= Currently no major investments in expanding capacity of JKIA

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

o 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
partners;

= 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 Airlines 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 Malawian Airlines with 49 % of Ethiopian Airlines stake.
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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, majority 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 the Country.
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. Avuatlon has a huge |mpact on global economies as |Ilustrated by following figures:

Figure 7. Major benefits of growing aviation market — worldwide view.
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+ 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 below.

Figure 8. Comparison of GDP impact of KQ and selected airlines.

Kenya South African Air Mauritius Ethiopian
Airways Airlines 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
International Airport (JKIA) to other competing hubs.

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

Figure 9. Key reasons for Kenya losing its position in aviation.

® @ O
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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
share.

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 Ministers
(CoM) on July 14, 2017.

e In 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 integrated airport — airlines model.
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e In particular it means that:
» Those airlines have much lower overheads (e.g. 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 It means that every time KQ 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 of cross-subsidising in airport — airline model.
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INVESTMENTS STIMULATE GROWTH OF PASSENGER & AIRLINE TRAFFIC, HENCE INCOME 7

AS A CONSEQUENCE, ALL COMPETING AIRLINES HAVE A PREFERENTIAL
TREATMENT IN THEIR OWN HUBS WHICH LOWERS THEIR TICKET PRICES

e 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,
KQ will never be as competitive as other airlines and will continue to lose market share
and generate losses.

Figure 12. Share of KQ's flights in overall traffic at JKIA. o

: . * National airline should be granted incentives to grow
KQ's operations account for: its network and feet.

= Airport hub should have the same set of goals as the national
50 - 60 % irli i
¥ airline and not opposite (as today).
of traffic at JKIA « BOTH NATIONAL AIRLINE AND AIRPORT HUB SHOULD WORK
FOR THE BENEFIT OF THE COUNTRY.

» Agood example of the current, unfavourable situation in Kenyan aviation is the declining share
of KQ cargo against other competitors. It has been presented on the graph below:

Figure 13. Share of cargo at JKIA (2017).
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KQ AND JKIA MUST EXIST IN SYNERGY.
SHOULD KQ COLLAPSE OR LIMIT ITS OPERATIONS
JKIA WILL BE DOWNGRADED TO REGIONAL STATUS

« Even today, Jomo Kenyatta International Airport itself is losing its regional importance.
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 selected airports in the East Africa market.
2017
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Source: Kenya Airways based on Kenya Airports Authority data
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To fully understand the impact of the national airline on the airport hub, it is worth analysing

L ]
the historic examples of airlines that collapsed.
Figure 15. Impact of a national airline on the airport’s (hub) operations — Belgian Sabena Airlines example
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Source: Kenya Airways (based on wikipedia data)
e 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
LAST BUT NOT LEAST, KENYA OPENED ITS AIRSPACE
TO THE OTHER AFRICAN STATES
THROUGH THE SINGLE AFRICAN AIR TRANSPORT MARKET (2015).
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WHAT CAN BE DONE AT JKIA TO INCREASE ITS COMPETITIVENESS?

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

Figure 16. JKIA's key issues to be solved in the future.
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Insufficient investments in JKIA Assets. The current state of JKIA infrastructure is defective
and insufficiently maintained. 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 Infrastructure. Some of the critical infrastructure elements are temporary and
have a lifetime up to 2024. These temporary facilities do not have internationally acceptable
level of service quality and ambience standards. Investments at the airport are therefore badly
needed as without it JKIA capacity will reduce to 5M from the current 7.2 M, representing
a 30% drop. It relates mainly to the temporary terminals, such as 1E.

Disconnect Between Terminals and Concessionaires. In practice, JKIA operates as six
independent airports — terminal buildings are not integrated and use different IT and airport
technology systems. Only Terminal 1A is partially automated, while the remaining terminals
rely on manual processes (e.g. lack of automated baggage handling systems in Terminals 1B,
1C, 1D and 1E). Moreover, no IT system monitors 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 airports have a revenue split of 60:40
between traditional aeronautical sources (landing fees, Airport Pax Service Charge) and non-
aeronautical revenues (duty-free shops, concessions paid by the airport operators, ground
handlers, and fuel providers, among others). JKIA currently has an approximate 81:19 spilit.
It has been presented on the graph below.
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Figure 17. Current structure of revenues at JKIA.

JKIA revenue structure
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Figure 18 Revenues structure of successful international airports (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
RATES FOR CORE AERONAUTICAL SERVICES, MAKING THE AIRPORT MORE
COMPETITIVE IN THE REGION, HENCE ATTRACT MORE TRAFFIC
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CHAPTER Il. QUESTIONS AND ANSWERS.

[
'*' 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 25,000 - 30,000 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)

e In the PIIP, 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 12 months;

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

Figure 19. Projection of employment at JKIA within the Project timeline.
Forecasted Number of Employees
required by the SPV (2019-2049)

3,049 Employees
in 2050

KQ commits to second
all the current JKIA staff
to the SPV for
a minimum of 12 months

950 Employees

in 2019 A twofold increase

in employment is forcasted
over the concession period

Further growth of traffic requires
employment of additional staff

Initial slow employment growth
due to Increased efficlency

Source: Kenya Airways
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t..!&!} 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.
e« The following graph presents structure of KQ employment as per organisation structure:

Figure 20. KQ employment structure per function.

Other
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Source: Kenya 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.

s Qverall, currently KQ employs 14 expatriates, including secondments, 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.

e« 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.

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

Figure 21. Number of foreigners employed by KQ.
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WHAT IS THE REMUNERATION OF KQ STAFF?

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

e Inparticular the airline's performance depends on key factors:
* Volatility of fuel prices in the global markets,

* Impact of Direct Operating Costs including categories such as technical 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 obligations to lenders.
« The graph below present the average costs structure based on KQ data:

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

1 9% 6%
Direct Employees & Fleet Finance
Operating overheads costs

ownership

@, Costs #

» Asindicated 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
differences in salaries. Please find below the average monthly salary per each key group
of employees.

Figure 23. Kenya Airways average monthly salaries.

Kenya Airways

Captains
= The fhide of A\ prica

Average
monthly salary
per
Kenya Airways

Flight department
Operations

First Officers

Ground
Services

it ot
aly

150,000 KShs

Technical

N

150,000 KShs

Commercial

150,000 KShs

150,000 KShs

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

12
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Figure 24. Average monthly salary of KQ wide body captain compared to other airlines (peer group comparison)
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Figure 25. KQ pilots average total monthly salary vs. other sectors 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 of pilot productivity among different airline

Overall pilot productivity in different airlines [Block hours / pilot/ year - 2015]
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IS KQ A PUBLIC OR PRIVATE COMPANY AND WHO ARE THE SHAREHOLDERS?

KENYA AIRWAYS PLC IS A PUBLICLY LISTED COMPANY
WITH GOVERNMENT OF KENYA (GOK) OWNING THE MAJORITY OF SHARES

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

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

Figure 27. KQ shareholding structure.

@KEHYGA"VW“YS Current shareholder distribution & origin
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|

GOVERNMENT OF KENYA | 48.9% |

|

i KQ LENDERS (2017)LTD | ——

| (consortium of Kenya Banks) [ ==

5 MINORITY SHAREHOLDERS 2.8
(through Nairobi Securities Exchange) e

. KQ EMPLOYEES ‘ -

i (employee share ownership scheme)

A GREAT MAJORITY OF SHAREHOLDERS REPRESENT KENYAN CAPITAL

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

Table 1. Banks in the KQ Lenders (2017) Ltd. consortium.

Financia_l institution

1. Kenya Commercial Bank Term 6. Chase

2. Equity Bank 7. Cooperative Bank
3. Ecobank 8. &M

4. CBA 9. National Bank
5. NIC Bank 10. Diamond Trust

14
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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 shareholders structure currently and prior to financial restructuring.

1 Government of Kenya 48.9% 29.8%
2 KQ Lenders 2017 Ltd 38.1% -

3 KLM 7.8% 26.7%
4 Minority Shareholders* 2.8% 43.4%
5 ESOP (Employee Share Ownership Plan) 2.4% 0.1%
- Total 100.0% 100.0%

* The 2.8% minority shareholders consist of approximately 75.000 individuals who obtained their shares via
Nairobi Securities Exchange.

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 2018/2019
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e 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 IS 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 CUSHIONED AGAINST LOSS.

Figure 29. Fuel hedging model explained

Fuel budget line

Actual fuel price

Hedge fuel price

November December January February March April

. Insurance premiums only

. Fuel cost saving + insurance premium

« Inthe 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 current hedged volumes stand at 55%.

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 forward as the fuel
curve projections point to an increase in prices. Therefore KQ is not haemorrhaging
cash through fuel hedging.
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x 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 costs of aircraft in the Kenya Airways Fleet

Boeing 777-300ER

$375.5 million

Bcwmg 7 %7 700 Embraer E190

illio $32 million

Bomnq 787-8 Boeing 737-800NG

) million $106.1 mi

P
%

Source

« 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. In 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 10 YEARS OR LESSER WHILE YOU COULD PAY RENT
ON A MONTHLY BASIS

Figure 31. Estimated cost of purchasing 37 new aircraft resembling current Kenya Airways fleet (excl. 3 freighters)
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H ||||| ng 737-800NG
$106.1 million x 8

Boeing 737-700
5891 million x 2

In:l)l per E190
32 mullion x 15

e |t 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.

17



@ Kenya Airways

Thhe fOvicle of A\ e

Figure 32. Benefits of leasing an aircraft versus outright purchase
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+ |t is worth noting that leasing is not a case unique to Kenya Airways, but it 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 aircraft as a percentage of total aircraft

g
Emirates A DELTA |amFRancrigs:
62% 227 647

Source

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 fleet breakdown

ARCRAFTTIPE

Boeing 777-300 ER

Boeing 787-8
Boeing 737-800

Boeing 737-700

Boeing 737-300 1 -
Boeing 737-300F 2 -

Embraer 190 10 5 15

T
VN

ey

e

E i

» The lessors in the case of Kenya Airways PLC operating leases are renowned international
companies, that manage a fleet of hundreds of aircraft. Their breakdown is shown
in Table 4 below,
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Table 4. List of lessors of 20 aircraft under operating lease.
i £ He ‘ "~ | Aircraft
Aviation Capital Group California, USA 297 3 Boeing 737-800
. 1 Boeing 737-800
GE Capital Aviation Services (GECAS) g‘gggr:;’:';’:ﬂ - 931
' 1 Boeing 787-8
China Development Bank (CDB) Leasing Beijing, China 151 1 Boeing 737-800
MACQUIRIE AirFinance Sydney, Australia 202 1 Boeing 737-800
Goshawk Aviation Dublin Ireland 223 2 Boeing 737-800
AERCAP Dublin, Ireland 1,153 1 Boeing 787-8
Dubai Aerospace Enterprise (DAE) Dubai, UAE 350 1 Boeing 787-8
Bank of China (BOC) Aviation Singapore 285 1 Boeing 777-300 ER
Cross Ocean Partners London, UK N/A 2 Boeing 737-700
China Development Bank (CDB) Leasing Beijing, China 151 1 Boeing 777-300 ER
Nordic Aviation Capital Billund, Denmark 468 5 Embraer 190

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

Table 5. List of aircraft owned by Kenya Airways and their financing

ars

z CBin
£ rakalndhs {.~1:¢{|‘-

g gl

e 4

vk ATt T
o 9
i ¥ A

Tsavo Ltd Loan structure financed by:

Boeing 787-8 6 Citv Bank NA
r Ker Alrwi * Ity ban
o L L et « JP Morgan Chase bank
Boeing 777-300 1 «  Afrexim Bank

Samburu Ltd Loan structure financed by:

Embraer 190 10 (K, Kenya Air ways +  Standard Chartered Bank Intl
= Afrexim Bank
Boeing 737-300 3 (B, kenya Arways  Fully paid for

e ltis worth mentioning that due to current network structure, specific commercial needs and cost-
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?

e« 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.
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WHAT WERE THE PROCUREMENT PROCEDURES FOLLOWED IN THE PROCESS
OF ACQUIRING AIRCRAFT?

Acquisition of an aircraft 1s pegged on several determinants, financing options, current fleet mix,
maintenance and reparr costs, changes in technology, network plan etc

s+ Currently there are only 2 manufacturers of wide body aircraft; Boeing and Airbus
Therefore, If an airline wants a wide body fleet then the oplions are narrowed down to just the
two In the case of KQ, Airbus 1s less preferred option since we do not have an existing Airbus
fleet The costs of acquiring and establishing traning mantenance conversions etc. would far
outweigh any benefits in acquisition costs if any In the case of Narrow body fleet, the conly other
fleet model outside Boeing 1s the Embraer

+ The nature of the industry 1s such that the market 1s oligopolistic and there are very few choices
to choose from

* Regardiess, the fleet acquisition process in KQ is well-structured and takes at least two
years on average. Careful research and planning are the key for such an important business
decision The process includes the following frame steps

= Delermination of the need to acquire arcraft (network growth, new destinations,
maintenance and reparir, business strategy)

« Determination of the fleet financing strategy
* Floating an RFP to lessors in the market with the KQ specific aircraft requirements

* Consideration of proposals received to RFP in line with KQ requirements Ranking
and selection of the proposals

= Engagement In another round of proposals with a select number of lessor who meet
the cnteria set in the RFP This second round ensures that specific requirements in the RFP
are met

» KQ proceeds with face to face discussions with all pre-qualified, shortlisted lessors

» KQ selects the number of lessors that adequately meet all the critena set
and tables a detalled memorandum te the KQ Board for approval to commence lease
negoliation

* KQ proceeds to enter a Letter of Intent {Lol) with the first lessor in order of ranking
* Upon mutual agreement of the lease terms KQ and the lessor agree and sign a lease
» After the lease signing KQ proceeds with aircraft configuration activiies awaliting delivery

» Following completon of all arrcraft configuration activities, KQ underlakes delivery
acceplance that nvolves inspection by a mult-disciplinary team that involves even
the regulators, KCAA

gee 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

» In recent years, Kenya Airways PLC has experienced financial distress that culminated
in a series of poor financial results that topped a record KES 26 2bn (US$258m) for 2015-16
financial period

+ However, diagnosis of the root causes laid fundamentals to the turnaround plan, currently being
mplemented in KQ The prime goal of this program 1s to achieve cperational profitability
and In the long run, ability to generate profit before tax and dividends for its shareholders
Current restructuring activities are carried out in three major areas

* Boosting revenues,
* Cost reduction,
« Efficient governance
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Over the last two years KQ significantly improved its financial results which can be best
illustrated by the measure of operational profitability as it was presented on the graph below.

Figure 34. Operating profit / loss and profit before tax (2014 — 2017).

Operating Performance on an Upward Growth

(4,000)
(6,000)
(8000) —— Operating profit/ioss

{10,000) Loss before tax

(12,000)

/ (R rony Abrvitys 3

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 Results — Financial Performance (29 August 2018).

Source: Kenya Airways
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Figure 36. Kenya Airways Half Year 2018 Results - Achievements (29 August 2018).
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« Despite unfavourable external 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, KQ has ended up first half of 2018 with 1 billion KShs of operating
loss and 4 billion KShs of profit before tax. All these figures have been presented on graph
below.

Figure 37. Kenya Airways Half Year 2018 Results — Key financial figures (29 August 2018).
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e |t is worth mentioning that KQ is subject to numerous fees and levies paid both to KAA
and the Government of Kenya (GoK).

e 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 M;
* Concession: USD 2 M.

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

e Inaddition, KQ is charged various taxes and levies by Kenya Revenue Authority (KRA). Import
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. Taxes paid by Kenya Airways
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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 2018:

Figure 39.

Non-Current 84.8Bn Non-Current 113.1Bn
Liabilities KShs. Assets KShs.
Cash-flow 5.9Bn
KShs.
Current 53.6Bn Current - 21.3Bn

Liabilities KShs. Assets . KShs.

Source: 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. KQ's aircraft on Operating Lease and Finance Lease term
EXIM Bank | Local banks
Securities Securities
PR GoK Sovereign
P | A - A 9
W ﬁ.‘@. Gogui‘;’::{:;gn % f . jlﬁ 3 06 Boeing $ 22 "3. Guarantee
: -8 ai £ o 225M
b $525Mn i ’i }\ 787-8 aircraft s $ n
01 Boeing R 01 GEnx
777-300 aircraft I Engine

Source: Kenya Airways.

S]
./"I 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.

s 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.

e The graph below illustrates the structure of revenues based on KQ data:
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Figure 41. Structure of KQ revenue.
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Source: Kenya Airways.

» The graph below illustrates the actual revenue figures along financial years 2015 — 2017
and H1 2018.

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

Half-Year 2018

Source: Kenya Airways.
« Based on strategic goals and drivers identified as crucial for efficient turnaround process,
KQ developed a 5-year plan built on realistic assumptions towards revenue increase
and costs reduction.
« The key element of the 5-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;

* Increased network connectivity resulting in growth of number of passengers carried
on Kenya Airways flights;

* Increase of average yield including introduction of new high-coupon value destinations.

e 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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Your Ref: NA/DCS/TPWH/CORR/2019/029

NATIONAL ASSEMBLY
Mr. Michael Sialai, EBS RECEIVED
Clerk of the National Assembly ) .
Clerks Chambers, Parliament Building %,3(1/’ (= Ve APR 2018
NAIROBI - o SENIOR DEPUTY CLERK

7 ) v J.W. N,
Attn: Serah M. Kioko &/ Q\O , P. 0. Box 41842-00100, NAIROBI
P\
Dear Sir, L)\L'L G
\

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 09" April 2019 at 1400hrs, Kenya Airways PLC was requested
by the committee to furnish them detailed responses on the following areas;

The Organizational Structure of Kenya Airways PLC.

The detailed Kenya Airways PLC remuneration structure.

The annual aircraft leasing costs.

Ownership/directorship details of Tsavo and Samburu Limited.

e N

In 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.

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 Departmental Committee may
have on any of the above issues. '

Yours sincerely,

N = \
<\'\ , ’ N .\; ( A-"/
~— ~J e
Kenya Airways Headquarters, Tel: +254 711022149 P.O. Box 19002-00501
Airport North Road +254 724 102149 Nairobi, Kenya.

FCrmbaliaa! Malaalk!
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THE COUNTY GOVERNMENT OF UASIN-GISHU

MEMORANDUM SUBMITTED TO THE NATIONAL
ASSEMBLY
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O
DATED THE..... .\ b DAY oF.... NV 2010,
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Diated the.u. \ {1\ ....... day 0f..JX\?.\\.\...2019 at ELDORET

TO: The Clerk Kenya National Assembly
Parliament Buildings
P.O Box 41842 - 00100,
Tel: (254-2) 2221291 or 2848000
Fax: (254-2) 2243694
NAIROBI, KENYA

’H/o/n. Abdullswamad Sharrif Nassir, MP
L /" Chairperson Public Investments Committee
The Clerk Kenya National Assembly
Parliament Buildings
P.O Box 41842 - 00100,
Tel: (254-2) 2221291 or 2848000
Fax: (254-2) 2243694
NAIROBI, KENYA

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

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(KQ)
]
The Constitution of Kenya, 2010 creates a decentralized system of

government wherein two of the three arms of government; namely the
Legislature and the Executive are devolved to the 47 Political and
Administrative Counties as provided for under Article 6 and specified in

the First Schedule.

The objects of devolved governments as per Article 174 of the Constitution
are; to promote democratic and accountable exercise of power; to foster
national unity by recognising diversity; 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 their own affairs and to
further their development; to protect and promote the interests and rights
of minorities and marginalised communities; to promote social and
economic development and the provision of proximate, easily accessible
services throughout Kenya; to ensure equitable sharing of national and
local resources throughout Kenya; to facilitate the decentralization of State
organs, their functions and services, from the capital of Kenya; and to

enhance checks and balances and the separation of powers.

In exercise of the powers so mentioned 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 in Uasin Gishu County. Any form of

2|FPage



RE: SUBMISSION OF MEMORANDUM TO THE NATIONAL ASSEMBLY ON THE

TAKEOVER OF AIRPORT MANAGEMENT FROM KENYA AIRPORTS

AUTHORITY (KAA) BY KENYA AIRWAYS(KQ)

KQ and KAA merger in respect of Jomo Kenyatta International Airport

shall surely cascade 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 disbanding of the jointly owned East African Airways.

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

in 1986 when the government 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 functions are:

3]}-].:{‘1’

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;
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AUTHORITY (KAA) BY KENYA AIRWAYS(KQ)

4|Page

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;

Dl

el

G %6 A

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 also 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;

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;

Sources also indicate that KQ leases planes from agents rather
than the manufacturers of which the latter would definitely be cost

effective;
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It also 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
middlemen in the fuel industry 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. The 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 Airline-Business Class in the World
Travel Awards 2015, Best Airline in Africa in the World Travel
Awards 2016 among others;

The aviation industry in 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
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Wilson airport. The internationally based airlines that make the
Kenyan aviation industry are British Airways, KLM, Air India,
South Africa Airways, Air Arabia, Virgin Atlantic, Qatar Airways,
Etihad and Emirates. The 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 industry, in
what they might call 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 allowing 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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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 would be different as their intent
would be geared towards their profits. The move shall 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 declared African Airport of
the year by STAT 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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have a loss-making company take over a profit-making institution.
The management of the Airports would surely plummet;

Kenya’'s commercial debt is already up the roof. The country has
faced its economic challenges.

The Emirates airline runs the Dubai International Airport. It is a
documented success which has seen 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 travel. 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 always 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. It is common knowledge that the current KAA Chairman is the
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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.
[t 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
conflict of interest to a very high level. There cannot be
impartiality whatsoever when the leadership in this takeover are
one and the same “person’ 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 downfall 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 20-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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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;

4.1. KAA should acquire KQ on its state and thereafter KAA to sell
shares to the public for capital 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; pride centre training facility
and advanced technology 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
disadvantage;

4.5. KQ should lease or buy aircrafts directly from manufacturers

instead of agents of no known reputation;

10| Page
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KQ should look for reputable firms in the leasing business and
negotiate the best 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 reputable 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 adapt to the

challenges and make KQ profitable again.

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 the Constitution 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 Constitution 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
Constitution, with involvement of all counties;

h) Duly and diligently respond to the matters raised in this

memorandum;

12|Page
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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 ;

I) 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,
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Submission Dated this .....%} .day of £.}].5.X¥=..2019 at ELDORET

For and on Behalf of the People of Uasin Gishu County and the County

Government of Uasin Gishu;

His Excellency The Deputy Governor Daniel Kiplagat Kiprotich
LD.No. ..tk W G &I .............

P.O Box 40—30100,

Eldoret, KENYA

Signature:. ..
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Hon. Pkosing David Losiakou Lo - /5(,1 /743
Chairperson )
Department Committee on Transport, Public Works and Housing //

Parliament Building /,
P.O. Box 41842 - 00100 //

NAIROBI
Dear H/ AN J_\OA) ‘\Z/\ 1\\) J "

RE: CONCEPTUAL FRAMEWORK FOR RESTRUCTURING AND
REPOSITIONING KENYA S AVIATION SECTOR

On 10" April, 2019 Kenya Airports Authority appeared before the Parllamentary
Department Committee on Transport, Public Works and Housing. One of the outcomes
was a directive to present a conceptual framework 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, Infrastructure, Housing and Urban Development.

Yours g\y\/\&(\%\f\j ~ |
=l ReddT
1 JONNY ANDERSEN

MANAGING DIRECTOR/CEO
(Encl)
Cc: Mr. James Macharia, EGH
Cabinet Secretary
Ministry of Transport, Infrastructure, Housing and Urban Development
P.O. Box 52692-00200
NAIROBI

Ms. Esther Koimett, CBS

Principai Secretary

State Department of Transport

Ministry of Transport, Infrastructure, Housing and Urban Development
P.O. Box 52692-00200

NAIROB!

Mr. Isaac Awuondo
Chairman, Board of Directors
Kenya Airports Authority
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2.0

BACKGROUND

Despite registering reasonable year on year growth for the past decade, the aviation sector in
Kenya has witnessed a steady decline in its 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.

STRATEGIC RATIONALE FOR RESTRUCTURING

The strategic rationale for restructuring of the aviation sector is to consolidate and optimize on the
performance of the country’s key aviation assets in order to realize significant operational
efficiencies and synergies, to restore the aviation sector's regional and international
competitiveness 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 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 47% to 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 Stale Department of Transport under the Ministry of Transport, Infrastructure, Housing,
Urban Development and Public Works 1s responsible for providing policy direction for all aviation
sector activities In the country In discharging this mandate, the Department I1s assisted by Kenya
Cwil Aviation Authonty, the industry regulator and provider of air navigation services and Kenya
Arrports Authonty, the entity mandated to develop and manage all public airport and airstrip
faciites  On the commercial side, the sector Is represented by Kenya Airways, the national
carrier, vanous local and international airlines, ground handling companies and other private
owned aviatton business

The Government has a 49% shareholding in Kenya Arrways While this shareholding level legally
means that Kenya Airways i1s a private company, the absolute public exposure extends beyond
the legal shareholding to include the US$ 750 million (Shs 75 billion) of sovereign guarantees
extended to Kenya Airways Lenders as part of the recent financial restructuring In substance,
therefore, Kenya Airways ts more public than private

Kenya Airways accounts for over 40% of KAA’s business and revenues thereby ranking as the
largest customer As at 315 March, 2019, Kenya Airways owed KAA tn excess of Shs 5 54 billion
in relation to unpaid Air Passenger Service Charge, landing fees, rent and other charges The
debt level notwithstanding, the signtficant business transacted between Kenya Airways and KAA
underscores the strong symbiotic relationship existing and the significant prospects for value
generation between the two nstitutions through closer collaboration and alignment of business
objectives

Currently, lhe aviation sector contributes to between 2-3% of the country’s GDP By comparison,
this contribution 1s well below the 6-7% that the aviation sector In Ethiopta 1s currently contributing
to the counlry’'s GDP  While the comparatively low contribution can be attnbuted to Kenya
Alrways’ operational and financial decline over the past decade or so, a number of other factors
have contributed to the sub-optimal performance of the sector In particutar, the inability by KAA
to diversify and grow its non-aeronautical revenue base due to delays in updating the 1996
Concession Order and nefficiencies in the public procurement processes are impediments that
have compromised growth and efficiency in the aviation sector

sUnder the existing arrangements, Air Passenger Service Charge (APSC) which accounts for 80%
of aeronautical revenues I1s administratively collected by the Kenya Revenue Authonty and then
shared out 60% to KAA, 20% to Kenya Civil Aviation Authonty and 20% to the Tournism Promotion
Fund APSC for international passengers 1s charged at US$ 50 per every departing passenger
making Kenya relatively expensive from an awviation charges perspective as shown in the
following chart (Figure 2 Aeronautical Passenger Charges on the African market)

The revenue collection arrangements involving multiple non-aviation beneficianes have not only
contributed to the awviation sector's decline tn regional competitiveness but, importantly, deprtive
the sector of the resources needed to invest in infrastructure and service Improvements
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Figure 2: Aeronautical Passenger Charges on the African market - Air Passenger Service Charge
(APSC)
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The proposed restructuring of the aviation sector will aim to address these and other structural
challenges.

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. Indicative Organization Structure) is informed mainly by the need for consolidation of
the country’'s aviation sector 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 this 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 International 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.

In 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 aviation company with an asset 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 subsidized 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
Maintenance Repairs and Operations (MRO) Centre for Africa.

Kenya Airports Company Limited

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 operating the national airline 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. In 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.

In 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 International 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 Independent Directors.

A restructuring of JKIA's operations will be necessary in order to drive business expansion,
secure operational efficiencies and improve diversification of non-aeronautical 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 Aviation) and KAA
(Training Academy) into a separate subsidiary — Kenya Aviation Academy with the objective of
harnessing economies and scale and ultimately creating a regional center of excellence in
aviation training.

IMPLEMENTATION ROAD MAP

The Holding Company structure is relatively easier to execute as it is not constrained by the very
rigid framework of the Public Private Partnerships 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 considerations, the following high-level road map for implementing this structuring
option is possible:

Step 1 — hive out the JKIA assets 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 out Banks, KLM and the Public in KQ, delists KQ and transfers KQ to the
Holdco in return for KQ shares in the Holdco.

CRITICAL SUCCESS FACTORS

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:

(1) Delisting of Kenya Airways from the three East African stock exchanges where it is
currently listed;

(i) 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:

(i) Enactment of various statutes in order to create the new aviation entities proposed under
the holding company structure and amendment of the existing statutes, in particular, the
KAA Act and the State Corporations Act in order to align with the restructuring objectives;

(v) 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;

(v1) Review of the APSC Act to allocate the APSC revenues to the Holding Company and
reconsideration of KRA's role in collecting the charge;

(vi)  Exemption of Kenya Airways from paying Railway Development Levy and Import
Declaration Fees on aircraft and aircraft 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,



7.0 RECOMMENDATION

The Ministry of Transport, Infrastructure, 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 Committee and other relevant parties in to implement the proposed
restructuring as guided by Parliament and other relevant stakeholders.



As the GOK continues with our work of parastatals reforms, we would, as the local sections’
professionals of the chattered Institute of Logistics and Transport [CILT-K], we would like you
to pay some special attention to the above mentioned subject and act accordingly with speed.

The government in its 2016/2017 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 interfering 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 be narrowed to Management privatization- the
last bastion of state control. This will improve efficiency across the board. Retaining public
ownership but introducing 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
need for costly barrister (counsel) representation.

The Government will continue to re-organize (restructure) the department of Transport under the
Ministry of Transport and Infrastructure which now is also responsible for Housing and Urban
Development and Maritime and International Trade Affairs! NTSA Act should be reviewed in
order to enable NTSA manage the broad transport related policy issues efficiently and
effectively.

The transport sector should continue forming part of the current wider government macro-
economic strategy.

To avoid a financial 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 of the
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 of 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.
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cap 394 should state categorically that “there should be no general justification for subsidizing
airports and air services” so as to crcate truly autonomous corporations which will operate
strictly on commercial principles and publish their performance records with conventional
annual accounts. They will undertake their own fund- raising and use the surpluses earned from
profitable Airports for amortization of major buildings and concrete areas over their useful lives
and subsidize losses at the smaller centers and Airstrips. KAA will also be free to diversify to
non-aeronautical (commercial services) areas such as cargo handling, developing hotels , shops,
catering. buymg of shares in airports in the Comesa region and in property development
companies . KAA should invest in solar and wind energy to light up its operations and cut on the
huge electricity cost. This will be in conformity with ICAQ’s policy guidelines and trends in
Airport management internationally. For the matter of training, KAA will have to ask for a
Technical Assistance Support programme from ICAO so as to start BSC and MSC in Airport
planning and Management degree courses in a collaborative arrangement with the local
university and the Chartered institute of Logistics and Transport (CILT) Kenya

Kenya should call upon the ICAO’S council, where we have our representatives serving, to act
as an arbiter, on its behalf, to take the appropriate steps to maintain regularity In the development
of airports in Kenya. There is need to strengthen ICAO’S Nairobi Regional Office for East and
Southern Africa so that member countries , who pay a lot of money in terms of membership fees
annually can enjoy more equitable flights as pertains to matters of traffic rights as expressed
recently by the Head of ICAQ in the region. An Association of Airports’ Authority in the region
should also be formed quickly. This has the advantage of negotiating tratfic rights, just as Kenya
is about to enter into an ‘open skies’ policy (agreement) with the USA and is reforming its
Aviation sector before full liberalization.

Kenya should however take care and prevent “Gulliver from escaping from Lilliput” because 1t is
a fact that the U.S have really never opened their market. The Open Skies policy only applies to
flights between the U.S itself and not other countries. Foreign 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
regions to open their international air routes to all countries, it is less willing to reciprocate.
While the USA has control mechanisms 1n place to ensure competition (among American
carriers) in its domestic market- 1t 1s hesitant about incorporating the same elements into
international aviation agreements Duirect flight connection is very important to Kenya but each
flight ought to make one stop at one 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 eliminate competition and make Laissez Faire
to be unfair

KCAA will have to cater for regulatory roles being carried out by the Civil Aviation Board
properly. With the demise of the Warsaw Convention, the carriage by Air Act should be
reviewed to reflect modern realities



KAA’S Directors should call a special Annual meeting to discuss issues of the Parastatal’s part-
privatization with the Chairman of Aeroports de Paris (ADP), the French giant in Airports
consultancy and on the Chairman of the British Airports Authority (B A.A) and representatives
from the privatizatton commission.

The consultants will then start their work by comparing how the Authority’s management
structure, safety, Human Resource Management, Planning, Productivity, Maintenance, Financial
Management, Marketing, Airport Information System (AIS), and security companies with other
airports m 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 equity- that in itself makes any airport which comes to the
market attractive. Airports offer low risk access to a high growth industry, which in turn equates
to stability of earnings. Because of the diversification of the revenue stream and the number of
airlines operating internationally, airports have seen very consistent passenger growth and
revenue lines over time-especially when compared to the highly more volatile airlines industry.
Also, the transition from public to private sector offers a considerable opportunity to reduce the
cost base and improve efficiency and productivity

The world bank through the International Finance corporation, its lending aim, and the European
Investment Bank can also be relied on as far as funding matters are concerned since they
presently greatly support awrports privatizations globally and we may as well contact them now
{that is right from the outset and onset of the project) 7

Act on this matter urgently and please let me know your response in your feed-backs sooner
rather than later.

Yours sincerely,

HM. Mlamba, for CILT Kenya. September 2016

www.clli-international.com

Aviation Policy Pressure Group

E-mail:- mlambaharrison@yahoo.com

e Logistics and Transport Activism

* Analytic and commentator



Main Parliament Buildings, 1st Floor
P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "Tony Kajiita" <anthony kajiita@ gmail.com>
To: clerk@parliament.go.ke

Sent: Sunday, March 31, 2019 10:52:07 AM
Subject: Kg/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 shid be nationalised to b fully owned by
government and the deal between KLM shid b analyzed ad if possible stopped coz that
a foreign entity which shid not b around to manage our airline. The PPP will not work
since Kqis owned by several parties that point of conflict from different 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 the entire nation due to individual interest. The government should help Kg but not by
killing the profit generating company ad affecting the employees in aviation sector.
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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

From: "joyce kebati" <biyangajoyce@gmail.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 (PIIP) 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 still manage and develop KAA.

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, 1st 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 forward 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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Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

https://mail.parliament.go.ke/i

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, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

https://mail.parliament.go.ke/{

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, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

To: clerk@parliament.go ke
Sent: Thursday, April 4, 2019 1:56:59 PM
Subject: PUBLIC PARTICIPATION.

The point | raise is fairly simple......... why should KQ 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.

| 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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Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "Walter Mocha" <waltermocha @yahoo.com>

To: clerk@parliament.go.ke

Sent: Sunday, March 31, 2019 8:36:53 PM

Subject: 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 Initiated Investmen Proposal {PIIP}. 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 PIIP.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?

Before 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



ffice of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

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 profit making government entity
owened by the publick and claim to develop it .

| categorically oppose the move.



ffice of the Clerk of the National Assembly
Main Parliament Buildings, 1st 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 from 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, 1st Floor o
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From: "Desmond Kiprotich" <kiprotichdesmond @ gmail.com>
To: clerk@parliament.go.ke

Sent: Monday, April 1, 2019 2:40:11 PM

Subject: KAA-KQ merger

Hello,

Regarding to the proposed PIIP my opinion is that KQ is not capable in managing JKIA
as the they can't manage themselves unless KAA manages them.

If 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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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 P.P.P. for the Operations, Management and
Development of J.K.|.A

Dear sirs,

Following your advertisement for views on the above matter, | Roy Kinyanjui Id. 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.[LA. as they have always successfully done.

The proposed P.P.P. 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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Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "Jane Gichia" <Jane.Gichia @kaa.go.ke>
To: Clerk@parliament.go.ke

Sent: Sunday, March 31, 2019 8:17:15 AM
Subject: PROPOSED PARTNERSHIP BETWEEN KQ AND KAA

| totally disagree with this how can a loss making company take over a profit making
company. Let KQ first solve their problems.



ffice of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "Ebu Loter" <lottanteri99 @ gmail.com>
To: clerk@parliament.go.ke

Sent: Sunday, March 31, 2019 8:50:38 AM
Subject: OBJECTION ON THE PROPOSED JKIA TAKEOVER

| 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 47% Govt 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 230B it owes the debtors

3.We as poor kenyans bailed out kq a private business in the name of Flag carrier with
Ksh75B 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 75B 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

7. 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.



Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "John Matu" <johnmatu37 @ gmail.com>

To: clerk@parliament.go.ke

Sent: Sunday, March 31, 2019 10:15:50 AM
Subject: | SAY NO TO PIIP- THE PROPOSED PIIP BY KENYA AIRWAYS TO KENYA
AIRPORTS AUTHORITY FOR KENYA AIRWAYS TO RUN JKIA

Am the above born Kenyan | say no to the proposed PIIP 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.

| hereby opt if Kenya airways 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 JKIA is the gateway of our beautiful land Kenya.
Am a patriotic Kenyan #SaveJKIA



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" <samuelodungaS6@gmail.com>

To: clerk@parliament.go.ke

Sent: Sunday, March 31, 2019 10:24:46 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 JKIA,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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To: clerk@parliament.go.ke
Sent: Friday, March 29, 2019 1:39:37 PM
Subject: PPP AGREEMENT BETWEEN KAA AND KENYA AIRWAYS MEMORANDA

Attn Clerk of National 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. It 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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From: "john waweru" <johnwaweru92@gmail.com>
To: Clerk@parliament.go.ke

Sent: Thursday, April 4, 2019 12:34:29 PM
Subject: kq_Kaa merger

As royal Kenyan Citizen who pays tax | 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 B787,B737 $E190 unlike their
"competitors"which got varieties. Kq depends 60%on E190 in it's flight being their largest
number in their fleets. Imagine 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
industry.

4) Kq have been operating on debt  KAA have been sending alot of money as revenue ,and
being Kg 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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1* April 2019
To the Clerk of the National Assembly,
P. O Box 41842- 00100,
Nairobi, Kenya.

Dear Sir,

RE: OUR CONTRIBUTIONS ON KQ/K.A.A TAKE-OVER

First T 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 that 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 staff, we shouldn’t want to be seen as opposing the government’s
development agendas, but when things seem not to be favouring us, is when we pose negative
reactions 1.e causing industrial unrest. It’s the K.A.A staff who have grown K.A.A to where it is
now. So critical attention should be placed on the staff welfare, because if the merger takes-ofT,
it’ll need the boundless of the staff’s expertise to nourish it, otherwise the merger is bound to
collapse immediately after 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 accustomed to when it comes to the issue of lay-offs?

The K.A.A staff is used for being paid 3 months gross —earnings without taxation. But
this is only when it’s retrenchment 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) due 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)

NATIONAL ASSEMBLY
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SENIOR DEPUTY CLERK
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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

From: "Boniface Mugambi" <gambinyari@gmail.com>
To: clerk@parliament.go ke

Sent: Wednesday, April 3, 2019 1:27:06 AM

Subject: VIEWS CONCERNING KENYA AIRWAYS(K.Q)PRIVATELY INITIATED
PROPOSAL(PIIP) TO THE KENYA AIRPORTS AUTHORITY(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 | 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.I.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 Airways(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
I'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. | therefore DO NOT SUPPORT THE PIIP based on the facts | have given
above.

Concerned Kenyan.
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SUBMISSION OF MEMORANDA

CLERK OF THE NATIONAL ASSEMBLY,
P. O. BOX 41842-00100
NAIROBI.

(clerk@parliament.go.ke)
315" March 2019.

RE MATTER __OF CONSIDERATION _BY NATIONAL ASSEMBLY:-
PROPOSED PPP AGREEMENT BETWEEN KQ AND KAA

Reference is made to the above captioned as advertised in mainstream media.

I implore the departmental committee concerned to reject the PIIP proposal because of the
following:

1. KQ management has failed in terms of business strategy and innovation to turn
around the airline’s fortunes, a business they supposedly understand and are experts
in. They will not be able to manage an airport, let alone JKIA, a totally different
kind of business.

2 The overall governance structure of KQ has failed to rein in poor performance by
mandated management, considering the year on year decline in bottom line. Most
notably, the individuals or teams responsible for the huge losses have not been held
to account. It would be naive to think that the same governance structure will be able
to successfully oversee JKIA operation.

3. The overall objective seems to be to save KQ, in the national interest, owing to its
strategic importance to the Kenyan economy. This is a wrong premise for the
consideration of a PPP, which ideally should be used for innovative development
and management of a public asset on concession basis. This objective may be better
addressed by critical analysis of root cause, and making bold decisions to change
KQ’s management and governance structures, to ensure application of an
appropriate business model that guarantees gradual decline in losses and eventual
positive bottom line.

4, [ personally wish KQ could be revived to be the “pride of Africa” and to propel,
jointly with the airport authority 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 to take its place (which will not carry the debts and
obligations of KQ). Jambojet is a probable candidate. This view is informed by the
reported successive injection of funds by government to the airline without success.

5. KAA continues to record progressive positive bottom lines, over 70% due to JKIA.
It would be a case of classic recklessness and gross irresponsibility for government
to facilitate or allow this very important public asset to be taken away from
successful management by KAA (even if not optimal) and to be used in an
“experiment” which appears rather exploratory and without solid business case and
proof of capacity.



6. The operations of JKIA 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 authority, 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 will not be able to effectively interact in the manner that
promotes the collective success in this regard.

7. The airport is also highly regulated and must comply 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.

8. Ideally and practically, government cannot merge with private enterprise, but they
can cooperate for common objectives. In the case of KQ, KAA and GoK,
deliberations should be on how to use synergies for mutual success.

Yours faithfully,

%4@%

ALLOYS STIAYA
ICT MANAGER , SERVICE MANAGEMENT,
KENYA AIRPORTS AUTHORITY
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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

From: "Gad Kamau" <gadkamau@gmail.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 fill the void. KQ owes
KAA money in the upwards of Kshs 3B.

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. Infact, 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.

NATIONAL ASSEMBLY
RECEIVED

0 APR 2019

SENIOR DEPUTY CLERK
JO WI Nl
P. 0. Box 41842:00100, NAIROBI

Capt. Gad Kamau

4/4/2019, 11:10 AN




Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 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 PIIP

Dear Sir,

I hope this finds you well.

| would love to write in regards to the continued,ill timed,badly informed and reckless
idea and proposal,that KEYA AIRWAYS, the infamous kenyan national carrier,be
granted a 30 year right/concession,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 airways has constantly presented to the public,| personally hold my
reservations towards this idea because;

1. 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 JKIA,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.If 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 JKIA,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 of 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.

In 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 of 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.

In 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 PARTNERSHIP

The partnership as 1s proposed does not meet the threshold since KQ is owned by unknown individuals.
In addition, KLM which 1s a foreign airtine owns a substantial amount of shares in KQ whereas KAA 15 a
fully government owned parastatal. By implementing the merger, the masterminds are telling the public
to take government money and pass it over to private individuals. To me, the merger is uncalled for not
until KQ s fully owned by the government

Kind regard,

Julus Kinyua.



Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "Maria Mbugua" <mariambugua47 @ gmail.com>
To: clerk@parliament.go.ke

Sent: Sunday, March 31, 2019 3:41:23 PM

Subject: KAA-KQ MERGER

The proposal as is is a very very bad idea. How about they they it the othere's way
round ? If 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
losses!!

Maria Mbugua
concerned Kenyan citizen




Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st 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
Subject: PlIP/kg/kaa

In view of the above mentioned subject | 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 unfair because a loss making private entity cannot take over a profitable public
entity.



Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor
P.O.Box 41842 - 00100

NAIROBI

Tel: 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 PIIP KQ/KAA MERGER

Am trying to think as a bussiness man,i heard that KQ owes KAA more than 3.8 billion
in debts..In the last quarters kq is trying to shield the public from their financial
status..how are they performing..the merger i believe will destablize KAA as an
entity. KQ management have failed to turn around the company to profitability now they
are finding a scape goat to escape the reality..A private owned entity making loss vs a
profit 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
making??my take is NO NO NO to the proposal..guard the public utility...



Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "Pius Victor" <pvsalasya @gmail.com>
To: Clerk@parliament.go.ke

Sent: Sunday, March 31, 2019 1:23:26 PM
Subject: PIIP

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
government/Kenyans/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 property or
Kenyans? who is this government proposing this!And which interest is behind merger?
Questions are alot.

We are united Kenyans fighting this animal called corruption.

Regards



Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "Stephen Mwangi" <paps.stephen @gmail.com>
To: clerk@parliament.go.ke

Sent: Sunday, March 31, 2019 12:42:05 PM

Subject: 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.I.LA'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 In 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.



Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "Lydia Mu" <munehe|ydia4540@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....| oppose the KQ-kAA takeover idea.



ffice of the Clerk of the National Assembly
Main Parliament Buildings, 1st 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 PIIP TO KAA

| 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 | TOTALLY OPPOSE.

Thanks in advance



tbra - https://mail.parliament.go.ke/h/printmessage?id=1620&tz=Africa/Nairo

Zimbra sdcndombi@parliament.go.ke

Fwd: MY TAKE ON KENYA AIRWAYS PRIVATELY INITIATED INVESTMENT
PROPOSAL TO KENYA AIRPORTS AUTHORITY.

From : Clerk of the National Assembly Tue, Apr 02, 2019 04:51 PM
<clerk@parliament.go.ke>

Subject : Fwd: MY TAKE ON KENYA AIRWAYS PRIVATELY
INITIATED INVESTMENT PROPOSAL TO KENYA
AIRPORTS AUTHORITY.

To :sdcndombi@parliament.go.ke

Office of the Clerk of the National Assembly
Main Parliament Buildings, 1lst Floor

P.O. Box 41842 - 00100

NATROBI

Tel: 254- 020-2848300

————— Forwarded Message -----

From: "antone haukwa'" <antone.haukwalyahoo.com>

To: clerk@parliament.go. ke

Sent: Tuesday, April 2, 2019 4:15:26 PM

Subject: MY TAKE ON KENYA AIRWAYS PRIVATELY INITIATED INVESTMENT
PROPOSAL TO KENYA AIRPORTS AUTHORITY.

Kenya Airways is our national carrier and the success of Kenya
Airways (The Pride of Africa)will indeed boost ocur economy.Kenya
Airways like any other airline has faced a number of challenges.
But the guestion is why is Kenya Airways problems endless ?Which
disease is eating Kenya Airways?

Is it poor financial management where top managers loot the
airline dry or lack 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
terribly because it was not well thought.Similar to Project Simba
now that is equally is going to fail.

Kenya Airways Privately Initiated Investment Proposal to Kenya
Airports Authority is not viable for now.

We must clearly identify the exact problems that this airline is

facing.
We must treat the disease in Kenya Airways t the symptoms.
NATIONAL ASSEMBLY
RECEIVED
) 2 04 APR 2018 4/4/2019, 11:18 AN

| GENIOR DEPUTY CLERK

J' \ L] Nl
P, O« Box #1842-00100, NAIROBI
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For Kenya Airways to operate like Ethiopian Airlines,Qatar
Airways and Emirates few things have to be done:
l.Let Kenya Airways be fully 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 Airways 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 ridiculous but also surprising.KQ with all these
loses can not be trusted to run JKIA.
-The current management of KQ led by Joseph and Sebastian must
not rush into taking billions from KAA which at the end of the
day will be misused or will go to the hands of private
individuals .Let the twec (CEQ and Chairman) reorganized KQ before
this proposal is initiated,
As a Kenyan am OPPOSED to KQ managing JKIA.If we do this mistake
KQ will sink with JKIA which is the hub of Africa.This must not
be allowed.Let KAA run KQ if they can’t manage themselves.
Sebastian (CEQ) and Chairman KQ must first tell Kenyans what
happened with the billions the government gave out to Kenya
Airways as ball out to help in its operations.Someone must he
held accountable before we allow KQ to handle these billions from
Kenya Alrports Authority.

Bonafide Kenyan.
Antone Haukwa

Sent from my iPhone

f 2 4/4/2019, 11 18 AN



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: "Ken Lumet" <kenlumet93 @gmail.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, ID NO. 28062903, i am
against KQ which is a loss making private entity taking over KQ which is a profit making public

institution. As a Kenyan citizen i say no to that. Thank you

Sent from my Huawei Mobile

FNATIONAL ASSEMBLY
RECEIVED
0 APR 2019

{ SENIOR DEPUTY CLERK

J. W. N,
P. 0. Box 41842-00100, NAIROBI
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Office of the Cierk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "Lucy Kagambo" <lucykagambo@gmail com>
To: clerk@parliament go ke

Sent: Tuesday, April 2, 2019 1-34 22 PM

Subject: KQ-KAA MERGER(PIIP

If the goverment want to help kenya airways to recover from its debt,Kenya airways should be
made a government parastatal then merge the two.But currently as it 1s this 1s awarding
private company public property at the expense of tax payers

Kenya airways should look for other options to turnaround the loss making entity .

4/4/2019, 11 15 AM
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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

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

NATIONAL ASSEMBLY
RECEIVED

% APR 2018
, SENIOR DEPUTY CLERK

J. W, N,
P. O. Box 41842-00100, NAIROBI
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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

From: "kalinga charles" <kalingacharles@gmail.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, | 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 parliament 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

e ————TC—

Axsp v

4 APR 2018

SENIU DEPUTY CLERK
i J. W, N.
3 P. O. Box 41842-00100, NAIROBI

4/4/2019, 4:54 PM



‘mbra L https://mail.parliament.go.ke/h/printmessage?id=337452&tz=Af..

Zimbra clerk@parliament.go.ke
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SUBMISSION OF MEMORANDA KQ-KAA PPP. Q) Ti‘ \/‘%

From : Siddy Jepkirui <siddyjepkirui@yahoo.com> Thu, Apr 04, 2019 04:23 PM
Subject : SUBMISSION OF MEMORANDA KQ-KAA PPP. .
To : clerk@parliament.go.ke k’ ) v f

- - s JL&.- 4 |

It's the business of the government to provide amenities that facilitate econorwic .
growth I.e roads, water and so on. With reference to the proposal, the aviation 7
industry should not be viewed as profit making one but rather, as a facilitator \/ﬁ\. \0‘
of economic growth.The aviation industry should therefore be taken over by the
government 100%.

_ () eSO
Unsynchronized goals: The current CS for defense, Hon. Dr. i M
Fred Matiang’i launched a service charter at JKIA that sought to address service J&‘ L@,Kt
delivery gaps at JKIA. It is focused on all state departments of JKIA with a long :
term vision of being effected across all workers of JKIA hence aligning/harmonizing W
service delivery at JKIA. 09 l[\ \l c(

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

| of 2 08/04/2019, 09:0:
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the guarantor,

KAA mandate over the non-aeronautical facilities. Wiil KAA be in a position to
develop the airport 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
profits will be taken away by the money hungry shareholders.

However, the PIIP has quite good projections for JKIA and the Kenyan aviation
industry at large. Since KAA has the financial muscle, It 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 expanston plan for JKIA. I.e Terminal restructuring of T1-B, C and
D.

Please accept and consider my submission.
Concerned citizen.

Yof2 08/04/2019, 09 0:
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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

https://mail.parliament.go.ke//

From: "Jeremiah Suter" <jsuterlod@gmail.com>
To: clerk@parliament.go.ke

Sent: Thursday, April 4, 2019 3:52:29 PM
Subject: KQ/KAA MERGER

| here dismiss the proposed merger between KAA and KQ. It should not be given a second

thought..

NATIONAL ASSEMBLY
RECEIVED

14 APR 2018
SENIOR DEPUTY CLERK
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Jl » L]
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Office of the Clerk of the National Assembly

Main Parliament Buildings, Ist Floor
P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

https://mail.parliament.go.ke/t

From: "Susan Njenga" <susannjenga240@gmail.com>

To: clerk@parliament.go.ke

Sent: Thursday, April 4, 2019 11:59:52 AM

Subject: Kg/kaa merger

No

[NATIONAL ASSEMBLY
RECEIVED
4 APR 2018

SENIGR DEPUTY CLERK
J. W, N.

___P. 0. Box 41842-00100, NAIROBI

4/4/2019, 1:15 PV



Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "frénk Iekéldéle" <frankleka!dalre@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 for a few.therefore i reject this propasal



Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "HELLEN NYAMAI" <nzisanyamai90 @ gmail.com>
To: clerk@parliament.go.ke

Sent: Monday, April 1, 2019 12:13:37 AM

Subject: KQ KAA MERGER

Mine is a big NO. How can a lose making company take a parastatal which has been
making profit 7 How can a public asset be taken to a private company ?



Office of the Clerk of the National Assembly
Main Parlhament Buildings, 1st Floor

P.O Box 41842 - 00100

NAIROBI

Tel. 254- 020-2848300

From: "Jacinta" <jecintanjen35@yahoo.com>
To: clerk@parliament.go.ke

Sent: Monday, April 1, 2019 9:33:05 AM
Subject: Merger

1. Why do we have participation online?
2. How many Kenyans can participate online?

Our government can do whatever they want because its a government of rich. Am
sure our feedback do not matter but am totally against the merger..



Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 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 (KQ) PIIP to Kenya Airports Authority (KAA)

The proposed merger between Kenya airways and Kenya Airports Authority can not be
allowed to happen since Kenya airways 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 airways 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 for this proposal.



Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st 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, 2019 7:25:18 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 Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "dorcas makena" <dorcasmakena @ yahoo.com>
To: clerk@ parliament.go.ke

Sent: Monday, April 1, 2019 10:24:12 AM

Subject: PPP AGREEMENT BETWEEN KQ AND KAA

As a patriotic Kenyan, | 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.

In 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. If
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 Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "Peter Mbatha" <petermbatha59@gmail.com>
To: clerk@parliament.go.ke
Sent: Sunday, March 31, 2019 10:33:48 PM

1.By giving Kq to run jkia 1s nsk if they cannot run airline will they be able to run jkia?
2.Jkia is the mother of other airports and airstrip in the country. So by giving this major
airport will be killing other airport.

3.We will also be risking to lose other airlines which use jkia since there will be no fare
compiting ground. And finally Jkia 1s 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 Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "omache violet" <omacheviolet@gmail.com>

To: clerk@parhament.go.ke

Sent: Sunday, March 31, 2019 10:23:12 PM

Subject: Privatization of the airport is the worst mistake,we can do,our able leader's in
Pariiament don't allow this fraudulent process of Kenya Airway's to take over
management of the airport, we trust in you



Office of the Clerk of the National Asscmbly
Main Parliament Buildings, ist Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "Wilfred Momanyi" <wilfredmomanyi01 @ gmail.com>

To: clerk@parliament.go.ke

Sent: Sunday, March 31, 2019 10:11:19 PM

Subject: how can a private loss making company manage a public profit making
company that s total fraud,Kenya airways doe's not have the capacity to run the airport
,the best way to salvage the struggling airline is to make it a state entity,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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Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.O. Box 41842 - 00100

NAIROBI

Tel: 254- 020-2848300

From: "Denis Oseko" <osekodennis25@gmail.com>

To: clerk@parliament.go ke

Sent: Thursday, April 4, 2019 10:31:52 AM

Subject: Proposed Public Private Partnership (PPP) agreement between Kenya Airways 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.

Thanks and Regards.... ?

Denis Oseko.

+254724446310, +254780602770

i NATIONAL ASSEMBLY
RECEIVED
0% APR 2019

SENIUR DEPUTY CLERK
J. W. N,
|___P. 0. Box_41842.00100, NAIROB

4/4/2019, 11:31 AN
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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

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 | 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 Kqg to be fully owned
by government n i can 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 | don't agree on piip,let KAA be KAA and KQ be KQ thanks in
advance and | hope my views will be considered

Sent from Yahoo Mail on Android

Sent from Yahoo Mail on Android

[NATIONAL ASSEMBLY
RECEIVED

!
| 04 APR 2018

i - .
s i SENIOR DEPUTY CLERK 4/4/2019, 11:13 AN
J. W, N,
P. O. Box 41842-00100, NAIROBI
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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

From: jkwaweruv@gmail.com

To: clerk@parliament.go. ke

Sent: Monday, April 1, 2019 7:49:45 PM
Subject: KAA/KQ PARTENERSHIP

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
RECEIVED

04 APR 2018

| SENIOR DEPUTY CLERK
J. W. N.

P. 0. Box 41842-00100, NAIROBI

4/4/2019, 11:11 AM
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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

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 | 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. In my view, the deal is NOT viable.

NATIONAL ASSEMBLY
RECEIVED

0u APR 2014

. SENIOR DEPUTY CLERK

J. W. N.
P. 0. Box 41842-00100, NAIROBI

if 1 4/4/2019, 11:12 AM
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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

https://mail.parliament.go.ke/f

From: "michael kevin" <kevinmichael334@gmail.com>

To: clerk@parliament.go ke
Sent: Tuesday, April 2, 2019 1:53:48 AM
Subject: MERGER

..I 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
RECEIVED

04 APR 201
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b 0. Box 41842:00100, NAIROBI
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Office of the Clerk of the National Assembly
Main Parliament Buildings, 1st Floor

P.0. Box 41842 - 00100

NAIROBI

Tel 254- 020-2848300

From: "Evans Mwangi" <egichuhi50 em@gmail com>
To: clerk@parhament go ke

Sent: Wednesday, April 3, 2019 12 53 11 PM
Subject: KQ-KAA MERGER

In regard to the merger,i would like to forward my opinions

1 No staff should loose job either KQ or KAA

2 It should serve the interests of the country,the concession should be minimum 13 billion
remitted to government through KAA.

3. KQ be made public company before merger

4 Seek other options 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 raised by PIC be taken into account

| hope my concerns will be addressed among other citizens.

4/4/2019, 11 21 AM
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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 {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 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.

Regards, b/
N o4

Col. (Rtd) E K Waithaka

Kenya Association of Air Operators
P O Box 27592 00506

NAIROBI

Tel: 020 6001165
Cell: 0711983441

Email: kaaoeo@aviationkenya.org
Website: www.aviationkenya.org

KAAO Memorandum to the National Assembly on proposed PIIP April
) 2019 v3-converted.pdf

73 KB (r? - bi}f@;
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MEMORANDUM
BY
THE KENYA ASSQOCIATION OF AIR OPERATORS [KAAQ]

1. PREAMBLE

KAAOQ (the Association) 1s a National umbrella body whose role 1s to promote, foster,
enhance, and protect the interests of those engaged in Aviation Industry and allied
businesses in Kenya

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

This memorandum s 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 cntical information We are
unable to submit a detailed memorandum discussing any aspect as proposed in
the Privately Initiated Investment Proposal except for the questions raised in
section 4 below.

From the information available to us in the public domain we believe that there i1s a
desire to forge a joint venture partnership between Kenya Airways [KQ] and Kenya
Airports Authority [KAA] to run the Jomo Kenyatta International Airport [JKIA]

When KAA had previously called for a stakeholder public meeting, we requested for the
PIIP 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. OURINTEREST

Our interest 1s encompassed In our vision which 1s to create a safe, efficient, and
economically viable National Civil Aviation Industry, through promotion and
enhancement of safe and sustainable operations, and the provision of aviation services.

The Kenya Air Operators Association 1s 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 KQ, both financially and operationally, using the
best available resources both nationally and internationally.

Without detailed access and time to review the PIIP, 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 Inquiry into the Proposed
Takeover of Jomo Kenyatta International Airport by Kenya Airways by the Public
Investments Committee dated 26™ February 2019 and shares a number of the concerns
and questions raised in that report.

4. QUESTIONS TO BE ANSWERED

1. In 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 PIIP needs to address the development /and/or redevelopment of JKIA
if they want to successfully compete with the redeveloped Ethiopian (Bole
International) 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 PIIPs 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 regional/global 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 International Civil Aviation Organization
[ICAQ] 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 International commercial flight operations, not pose
a large measure of conflict of interest in provision of Airport services to its
competitors in International 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 ASSOCIATION OF AIR OPERATORS [KAAQ]

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 Industry 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 Initiated Investment 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 [KQ] and Kenya
Airports Authority [KAA] to run the Jomo Kenyatta International Airport [JKIA].

When KAA had previously called for a stakeholder public meeting, we requested for the
PIIP 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 Industry, 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 internationally.

Without detailed access and time to review the PIIP, 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 Inquiry into the Proposed
Takeover of Jomo Kenyatta International Airport by Kenya Airways by the Public
Investments Committee dated 26" February 2019 and shares a number of the concerns
and questions raised in that report.

4. QUESTIONS TO BE ANSWERED

1. In 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 PIIP needs to address the development /and/or redevelopment of JKIA
if they want to successfully compete with the redeveloped Ethiopian (Bole
International) 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 PlIPs 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 regional/global competitive
context in the light of the treaties that Kenya has signed in the past? We have In
mind some within the African Unton

12.Kenya 1s a contracting State of the International Civil Aviation Organization
{ICAO] which is a UN Agency. One of its principles 1s to encourage fair and
healthy competition in international commerctal Air Operations. Would running of
JKIA by KQ which also runs International commercial fight operations, not pose
a large measure of conflict of interest In provision of Airport services to its
competitors in International fight 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.
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Zimbra clerk@parliament.go.ke

INQUIRY INTO THE AVIATION INDUSTRY IN KENYA BY THE DEPARTMENTAL
COMMITTEE ON TRANSPORT, PUBLIC WORKS AND HOUSING

From : Kalpa Kenya <kalpa.kenya@gmail.com> Wed, Apr 10, 2019 03:32 PM

Subject : INQUIRY INTO THE AVIATION INDUSTRY IN -1 attachment
KENYA BY THE DEPARTMENTAL COMMITTEE
ON TRANSPORT, PUBLIC WORKS AND

HOUSING Ry #
To : clerk@parliament.go.ke _ 0 \ ¢ o’
Good Afternoon, Q/ &\" ( o

The above mentioned subject matter refers.

As requested, kindly find attached a copy of our submissions in relation to
tomorrow's proceedings before the Departmental Committee on Transport, Public
Works and Housing.

Kind regards, CORa" e ’
Capt Murithi Nyagah 8 S L\s/ X7
GENERAL SECRETARY & CEO | \\\.:\ -
KENYA AIRLINE PILOTS ASSOCIATION (KALPA) VO

A L\
R _ﬁ__m\i\f‘\

_ KALPA Position - JKIA Takeover.pdf
= 591 KA

o
\,/Pr v 1&\ LC/
\ S

i1 11/04/2019, 09:3°




KENYA AIRLINE PILOTS ASSOCIATION

\O______a

KALPA
Member of the international Federation of Airfine Pilots Association
IFALPA

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 privatized, the Government’s intention was to improve efficiency in the National
carrier and get value for money. In retaining substantial shareholding, it was evident that
Government’s intention was to maintain a significant role in the airline. It is for this reason that
when KQ has had financial challenges, the Government has repeatedly stepped in to rescue the
organization. In 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. It is estimated that 620,000
jobs in the country are supported by this sector. The industry can contribute more if both KQ and
Kenya Airports Authority (KAA) experience growth. KAA growth is not assured if KQ were to collapse.
Similarly, KQ's 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.

KALPA 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 should be in growing JKIA as a regional hub
while in the meantime, improving the cash flow situation at KQ. The ripple effect of this will be to
spur growth, and in effect, increased traffic into JKIA, thus improved revenue for KAA. In 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 KQ more flexibility in making commercial decisions that
are beneficial to KQ, KAA, and Kenya as a whole.



However, as the old saying goes — ‘the devil is in the details’. 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 however, 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:

1. Relatively high airline ticket prices.
2. Airline policies eg. Reduction of check in baggage allowance from two to one.

3. Inappropriate choice of aircraft equipment, more-so to African destinations where
customers’ baggage are left behind.

4. The role of KLM in KQ. Biased partnership illustrated by KLM’s route network in Africa. In
terms of Board procedure and practice, currently one KLM Director can veto the entire KQ
board’s decision.

5. Poorly motivated work force, most of whom are in the front line interacting with
customers. It is important to note that some of these workers are outsourced and on
unfavorable short term contracts, thereby affecting service delivery.

Similarly, the Government needs to urgently review Policy on traffic rights granted to foreign
airlines into our major hubs, i.e Nairobi and Mombasa. In addition, given KQ’s status as an
important pillar for development and national pride, the Government should consider giving some
concessions to KQ, e.g tax, navigation and landing fees.

Summary:

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. KALPA will
only offer full support to an avenue that will genuinely help change KQ's fortunes, while also
exclusively protecting jobs and benefits of all employees involved.

For and on behalf of KALPA

Capt. Murithi Nyagah
GENERAL SECRETARY & CEO
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4" April 2019

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

Nairobi.

Dear Sir,

RE: SUPPLEMENTARY MEMORANDUM ON_THE PROPOSED PUBLIC PRIVATE PARTNERSHIP

BETWEEN KENYA AIRWAYS AND KENYA AIRPORTS AUTHORITY AND THE WAY FORWARD.

1.

INTRODUCTION

As we had stated in our main memorandum, Kenya Aviation Workers Union (KAWU) is a
trade union that represents unionsable employees in the entire aviation sector in the
country. Hence our gem@e stake in this matter.

e

We must from the on-set state that KAWU fully supports initiatives aimed at turning
around KQ.

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

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.

In our opinion, the root cause for KQ's woes can be summed into “lack or prudent
management.”

turn round.

REASONS WHY KAWU IS OPPOSED TO THE PIIP ( PROJECT SIMBA)

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
JKIA.

The proposed PIIP model has no inbuilt risk sharing element and hence is more
inclined to a “take-over” rather than a Public Private Partnership (PPP).

We have shared in our main memorandum other comparable African airlines and
aviation authorities and how they are run which reveals that the KQ’s PIIP is an
untested model which is doomed to fail:



The said Airlines are Egypt Air, AirMoroc, Ethiopia Airlines and Rwandair. ALL are
state owned.

* The Gulf carriers of Emirates, Qatar 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.

* 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.

* In the case of the KQ's PIIP, the model is dead on arrival. It assumes that KQ 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,

Further shortcomings of the PlIP

* The intended take-over of JKIA by KQ does not conform to the requirements of Public
Private Partnership (PPP) framework.

* By its business nature, KQ has neither the expertise nor the experience of running and
managing airports.

* Atthe moment, JKIA generates over 90% of KAA’s revenues.

* One of the government’s key objectives is to open up the country by developing
infrastructure that creates rapid connectivity domestically and regionally through

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

Highlights of the Findings of Consulting Firm KPMG on KQ’s PIIP

* The audit and consultancy firm of KPMG concluded in their findings that the deal was
untenable,

* KPMG was unable to confirm that KQ is able to even fund the PIIP as they withheld
crucial information under the guise of confidentiality.
* KPMG further observed that KQ’s five year plan for 2018-2022 does not include the PIIP.

¢ They observed that such rescheduling could detrimentally impact KQ’s cash flow and
thereby impacting their ability to fund the P|IP.



* KPMG also observed that KQ is facing challenges servicing their debts despite of
received waivers from lenders covering the period up to 31 December 2018. They
questioned KQ's ability to be the operator of JKIA under the PIIP.

* On 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 majority 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 JKIA.

¢ The auditors also observed that without JKIA, KAA will require funding since the
concession fees to be paid by KQ were not sufficient. 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 PIIP by KQ is still being pushed in spite of its obvious

shortcomings and disadvantages to KAA. We ask again, in whose interest is this project
being propelled?

Seabury recommendations for KQ Turn-around

Kenya Airways has not suddenly found itself in the woods financially as some proponents of the
PIIP would like us believe. The trouble started with the ambitious fleet modernization and
Network expansion programme dubbed Project Mawingu. Below, we highlight other viable

options which have been recommended for KQ's revival but the airline has chosen to ignore
them.

* InFebruary 2017, a reputable international airline consultancy firm, Seabury Group, was
contracted by KQ to advise the airline on a viable turnaround strategy and they made
very plausible recommendations.

* 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
liquidity and cash-flows.

* Another recommendation was to engage the Unions more robustly to negotiate
productivity driven CBAs.

* 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.



In 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. It is ironical that KQ pays Railway
Maintenance Levy for its jet fuel'yet this levy goes to support a sector seen as a
competitor.

Take-over of JKIA was not one of the recommendations by Seabury. Why doesn’t KQ
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 liey of sound
recommendations made by Seabury. Wh\} 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?

Non-Engagement of KAWU by KQ and KAA

The managements of both KQ and KAA have chosen to keep its employees and
particularly the union, in the dark on the discussions concerning the proposed take-over
deal.

To date, KAWU has not been provided with a copy of the Privately Initiated Investment
Proposal (PIIP) by KQ which carries the details of how the proposed take-over will be
implemented. _

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 JKIA and at the Head Office.

Itis therefore absurd to ignore the union in such crucial matters.

Previous Failed Restructuring Initiatives Carried out by KQ

KQ has carried out 3 retrenchments since 2012 that failed to save the airline.
Outsourcing was then introduced, where staff were, and continue to be engaged on
inferior terms.

We have protested the element of discrimination amongst employees doing similar
jobs.

We are now experiencing yet another restructuring intention albeit with a slight
difference, but with the same 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.

UNDERSTANDING SEBASTIAN MEKQOSZ

Discuss the KQ CEO and MD under the following



a) Extreme Management Failure at KQ

Notes: (Refer to main document)

b) Loss 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 js 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

proponent of the PIIP, a project that he strangely believes will provide KQ with a
singular dose for revival.

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

c)

L]

Integrity of the Group Managing Director & CEO,

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

He has continued to lie over his salary and the PIIp

We wish to reiterate that our position is that Sebastian earns close to KES 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 & months,
Sebastian’s total remuneration was KES 46,694,000 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,

Engagement of 7 Polish Consultants and thejr unreasonable Payments

questionable credentials in details in the main memorandum, but what beat logic are
the unreasonably high perks paid to them.



For example, he paid one Monika Kieltyka-Michna who is designated as “Interim
Management” a total of USD 108,000 (KES 11 Million) for services rendered in February
2018 vide Invoice No. 02/2018 dated 1* March 2018 approved and signed by Sebastian
and acknowledged by the said Monika. The money was paid on 10" March 2019
through a bank transfer to Monika’s bank account in Poland with account number PL
85103000190108400471058.

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 Invoice No. 02/2018
dated 1* March 2018 approved by Sebastian and acknowledged by the said Michal. The
money was paid on 10™ March 2018 through a bank transfer to Michal’s bank account
in Poland with account number PL 20114020040000311201967694. (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.

d)Questionable Qualifications/Credentials of the Polish “Consultants”

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

Notes: (Refer to main document)

The Union is at loss to understand why all these 7 so-called consultants have to
originate from one country — Poland. If at all KQ had the need to source for external
consultants, did they all have to be from Sebastian’s nationality? Must all of them come
from a consulting firm (Air Biz Support) associated with Sebastian? We read some
mischief here and again we call to question Sebastian’s integrity.

We are also very concerned at the recruitment of a High Number of “Expatriates” (18 to
be precise) yet we have sufficient local talent to perform the same roles that they are
appointed to do.

Violation of KQ’s recruitment policy which advocates for transparency and openness has
been rampant since the arrival of Sebastian. A large number of managers have recently



been appointed without the roles being advertised internally 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. 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 300,000/= per month to 950,000/=per
month, a raise that has raised eyebrows all over KQ. This is just but one example.

e)lrregular Payments 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 KQ 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 28" 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. SPGL/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.

2. CONCLUSION AND RECOMMENDATIONS
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 as recommended by
Seabury.

Other initiatives could entail

Sale-Lease—Back of aircrafts. Out of the 23 aircrafts owned by KQ, 20 of them are on
Lease-Buy arrangement. KQ has already acquired 70% of these aircrafts. This allows KQ
to realize between 50-70 billion if they sale this aircrafts and lease them back. This

money can be utilized to buy off loans and fund other expansion plans. There is a ready
market for this proposal.



* Worthy to note is the fact that the ideas contained in the PIIP proposal can still be
implemented under the current KAA structures. In fact, the PIIP borrows heavily 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 KQ and making it fully owned by the
government of Kenya. KAHG will incorporate KQ, KAA, KCAA, CATERING, GROUND
HANDLING, CARGO and other AIR 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 19-28 exclusive use by KQ.

* We also urge this committee to reveal the real owners of KQ's leased aircrafts and the
leasing contacts which are shrouded in mystery.

Refer to main document

Consequently, KAWU urges the National Assembly to vote against the take-over deal and

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

—Z

Moss Ndiema
Secretary General




Kenya Aviation Workers Union

All correspondents should be addressed to the Secretary General
” Airport Complex Ltd.

JKIA Cargo Village,
P.O. Box 19157-00501
Nairobi, Kenya.

Tel: 0729 039 242

The Clerk of the National Assembly, 4™ April 2019
P.O. Box 41842-00100,
NAIROBL

Dear Sir,

RE: MEMORANDUM ON THE PROPOSED PUBLIC PRIVATE PARTNERSHIP
BETWEEN KENYA AIRWAYS AND KENYA AIRPORTS AUTHORITY.

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 proposed Public Private Partnership between
Kenya Airways PLC and Kenya Airports Authority, attached herewith please find our
memorandum for consideration.

We further request that we be allocated a time slot to appear before the Departmental Committee
on Transport, Public Works and Housing to present.and prosecute our memorandum.

We look forward to'your considé;z:iﬁbit.--f' g
Yours faithfully,

—

Moss Ndiema
Secretary General

It’s a new dawn! =



4" April 2019

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

Nairobi.

Dear Sir,

RE: MEMORANDUM ON THE PROPOSED PUBLIC PRIVATE PARTNERSHIP BETWEEN KENYA

AIRWAYS AND KENYA AIRPORTS AUTHORITY.

1.

a)

[ ]

b)

INTRODUCTION

Who is Kenya 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. It 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 (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 employers in accordance
with the provisions of Section 54 of the Labour Relations Act 2007, as well as
subsequent Collective Bargaining 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 the operations of Jomo Kenyatta International Airport
(JKIA) by KQ.

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 plunging 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. It 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. If 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 collapse.

2. REASONS WHY KAWU IS OPPOSED TO THE PIIP
As an important contributor to the national economy, KQ needs to be rescued from collapse.
But 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 PIIP Model Not Suitable in KQ’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
JKIA.

¢ 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.

¢ In May 2018, KQ obtained Cabinet approval to initiate the process of running JKIA under
Public Private Partnership arrangement premised on the need to upscale JKIA expansion
to enable the growth of the airline.

¢ The proposed PIIP model has no inbuilt risk sharing element and hence is more inclined
to a “take-over” rather than a Public Private Partnership (PPP).

¢ The PIIP 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 PIIP is an untested model which is doomed to fail:

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 International Airport
National Air Navigational Services Company which serves as the
industry regulator

Aviation Information 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.

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

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

Egypt
*
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>
>
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Ethiopia

In Ethiopia, the Ethiopian Aviation Holding Group is 100% Government owned
with the following subsidiaries:

\;’
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Ethiopian Airlines Group which is the national carrier for both
passengers and cargo business

Ethiopian Airports Enterprises which runs the national airports
Logistics Company

Aviation Academy

Inflight Catering Services;

Maintenance, Repairs and Overhaul Services; and

Ethiopian Hotel and Tourism Services.

Therefore the airline and the airports management are all wholly owned by the

government



Rwanda
* In Rwanda, the Rwanda Aviation, Travel and Logistics Limited is 100%
Government owned with the following subsidiaries:

» RwandAir which is the national carrier

> Rwanda Airports Management Limited which manages the
national airports

» National Logistics Company Limited

> Hospitality and Travel Management Limited; and

» Akagera Aviation Academy

® The Gulf carriers of Emirates, Qatar 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.

* 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.

® In the case of the KQ’s PIIP, the model is dead on arrival. It assumes that KQ 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) Shortcomings of the PlIP

The intended take-over of JKIA by KQ 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 in exchange for a concession fee less than one third of
its current earnings?

KQis a private enterprise as opposed to KAA which is a public organization created to be
the public custodian of the country’s aerodromes and fully funded by tax-payer. KQ’s
core mandate as a listed company is to run the airline business. Since its inception, KQ'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 JKIA is being handed such an
important responsibility on a silver platter.

At the moment, JKIA generates over 90% of KAA's revenues. By ceding the business unit
that brings the largest share of their revenue to KQ, KAA will remain a shell of its original



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
infrastructure that creates rapid connectivity domestically and regionally through
growth of airports and airstrips across the country. This dream will be unattainable once
JKIA gets into the private hands of KQ.

Findings of Consulting Firm KPMG not in Favour of KQ's PIIP

The audit and consultancy firm of KPMG was recently contracted by KAA as their
Transaction Adviser on the take-over deal. After reviewing the PIIP presented by KQ,
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 PIIP. 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 JKIA 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
the PIIP.

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%
December 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 KQ's ability to be
the operator of JKIA under the PIIP.

In addition, KPMG noted that KQ's non-equity participating lenders had not been
apprised of the PIIP, meaning that without their consent and approval, the PIIP stood
the risk of adversely affecting KQ's existing loan arrangements with the said lenders.
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On 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 majority 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 JKIA.

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 JKIA, 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 PIIP by KQ is still being pushed in spite of its obvious

shortcomings and disadvantages to KAA. In whose interest is this project being
propelled?

d) JKIA Take-over Not the Only Option to Turn-around KQ

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.

In 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
recommendations.

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
liquidity and cash-flows.

Another recommendation was to engage the Unions more robustly to negotiate
productivity driven CBAs. Regrettably, KQ has failed to embrace this recommendtion.
The Union has been knocking on KQ's doors to commence CBA negotiations since June
2016 to no avail, despite the fact that the Union led the way by agreeing to drop
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guaranteed flying crew allowances in favour of allowances based on block hours actively
flown which resonates very well with 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.

In 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. It is ironical that KQ pays Railway
Maintenance Levy for its jet fuel yet this levy goes to support a sector seen as a
competitor.

Take-over of JKIA was not one of the recommendations by Seabury. Why doesn’t KQ
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?

Non-Engagement of KAWU by KQ and KAA

The managements of both KQ 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 KQ 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 employers.

To date, KAWU has not been provided with a copy of the Privately Initiated Investment
Proposal (PIIP) by KQ which carries the details of how the proposed take-over will be
implemented. Had we been provided with the PIIP, we could perhaps have understood
the rationale behind the deal and constructively engage the two employers with the
objective 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 JKIA and at the Head Office.



f)

Representing over 4000 employees in KQ 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 KQ. 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.

Previous Failed Restructuring Initiatives Carried out by KQ

We are apprehensive and convinced that like many other previous attempts made at
resuscitating KQ since its fortunes started dose-diving in 2012, this one will also fail
unless the root causes of KQ's perennial problems are identified and addressed.

In 2012, a major restructuring of the company was carried out with the resultant
retrenchment of over six hundred (600) employees in one swoop. The rationale behind
the 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 business
requirements.

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 rationale behind out-sourcing of
the said jobs. We have not tired to ask who the real beneficiary of the out-sourcing
conceptis and whether it indeed serves the interests of the airline.

We have also queried the element of discrimination amongst employees doing similar
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 constitution.

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.
Indeed, in 2014 KAWU was forced to sign a CBA with a 0% 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.

Instead, in came another restructuring exercise spearheaded by McKinsey Consultants
in 2016 in which over one hundred (100) employees 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 increments for our members for one
full year without claiming back-pay translating into tens of millions of shillings. Ironically,
in less than six months, the company started feeling the heat of operating with less than



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 slight difference, but
with the same 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.

g) Extreme Management Failure at KQ

¢ 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 JKIA is the only medicine left to resuscitate KQ.

¢ Recently, the KQ CEO was quoted in the media (The East African, March 17, 2019)
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 actually no way KQ can be profitable in
its current state. | don’t know how to do that”. 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. LOSS 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 proponent of the PIIP, a project that he strangely
believes will provide KQ with a singular dose for revival.



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

a) Integrity of the Group Managing Director & CEO, Sebastian Mikosz

¢ The Union has lost faith and confidence in KQ's 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 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 46,694,000 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) Engagement of 7 Polish Consultants and their Unreasonable Payments

¢ 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 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 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

¢ For example, he paid one Monika Kieltyka-Michna who is designated as “Interim
Management” a total of USD 108,000 (KES 11 Million) for services rendered in February
2018 vide Invoice No. 02/2018 dated 1* March 2018 approved and signed by Sebastian
and acknowledged by the said Monika. The money was paid on 10" March 2019

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 Invoice No. 02/2018
dated 1* March 2018 approved by Sebastian and acknowledged by the said Michal. The
money was paid on 10" March 2018 through a bank transfer to Michal’s bank account
in Poland with account number PL 20114020040000311201967694. (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.

¢) Questionable Qualifications/Credentials of the Polish “Consultants”

A quick look at the credentials of the six foreigners from Poland hired by KQ 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
Management and Marketing. How many such qualifications do we have in Kenya?
Another one by the name Magdalena Serwach is 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
Institute of Supplies Management (KISM).

Having no special skills that are lacking in neither KQ 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. If at all KQ had the need to source for external
consultants, did they all have to be from Sebastian’s nationality? Must all of them come
from a consulting firm (Air Biz Support) associated with Sebastian? We read some
mischief here and again we call to question Sebastian’s integrity.
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d) Recruitment of a High Number of Expatriates

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

continues to grow even in routes where ideally KQ should be the only operator under
the joint venture agreement.

e) Governance issues with KQ 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 qualifications 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 300,000/= 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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f) Irregular Payments 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 KQ 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 28" 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. SPGL/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. CONCLUSION

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
convinced that KAA should not be deprived of its profit making unit in a bid to save KQ. 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 KQ’s core
business as an airline. His management has failed and he should exit honourably.

Consequently, KAWU urges the National Assembly to vote against the take-over deal and

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

Moss Ndiema
Secretary General
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RESTRUCTURING THE KENYA CIVIL AVIATION SECTOR

Reference is made to a letter ref. CAB/GEN/3/1/ 1/VOL.XTV/(261) dated 290" May,
2018 from the Head of Public Service.

In the special cabinet meeting . held on 29" May, 2018, the Cabinet Secretary for
- Transport, Infrastructure, Public Works, Housing and Urban Development presented
a joint Cabinet Memorandum. CAB (18)28 together with the Cabinet Secretary for
National Treasury and Planning briefing the cabinet on developments in Kenya Civil
Aviation. Sector seeking policy approval on-actions Kenya should take to restore
Kenya’s Aviation Competitiveness, and reclaim the country’s position as an anchor

economy in Africa, with Nairobi as the African Civil Aviation hub the following was
considered:

- Kenya Airways and Kenya Airports Authority were
granted approval 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
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Kenya’s economic competitiveness, with aviation being a corridor for development
and technology transfer;

A substantive memorandum should be submitted for consideration and approval once
the framework is agreed upon.

Prof. Arch. Paul M. Maringa (PhD), CBS, Corp. Arch, Maak, Mkip
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Mr. Sebastian Mikosz
Managing Director/CEO
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“RESTRUCTURING' 'OF THE: KENYA CIVIL AVIATION SECTOR -

KENYA = AIRWAYS (KQ) ' PRIVATELY INITIATED INVESTMENT
PROPOSAL (PIIP)

We have reviewed our records on the above matter and note that the Kenya
Airports Authority ‘and Kenya Airways were granted approval to enter into

- negotiations vide letter ref: MOTI/C/RAIL/007/3/VOL.XXVIII/13 dated 19" June,
2018. _

- Accordingly, you are requested to take necessary action.
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5% October 2018

Mr. Jonny Anderson
Managing Director
Kenya Airports Authority
JKIA -
NAIROBI.

Dear Sir,

“RE: SUBMISSION OF THE PRIVATELY INITIATED INVESTMENT PROPOSAL (PIIP)

Kenya Airways' PLC (KQ) and Kenya Airports Authority (KAA) have been granted
in princi approvals by the Government of Kenya to develop and subsequently engage in
a framework that will lead :to the optimisation of the Jomo Kenyatta International Airport,
Nairobi, Kenya (JKIA) operations.

It has been proposed that. KQ and KAA enter into an arrangement that will result in KQ
operating, . maintaining, ‘developing, “constructing, upgrading, modernising, financing
- and managing JKIA (the Transaction) based on the Public Private Partnership (PPP) model.

In  order to successfully -execute the proposed Transaction, Kenya Airways PLC
“has developed the Privately Initiated Investment Proposal (PIIP) together with all
appendices. The prime .goal of this set of documents is to articulate the project need,
define key transaction: principles and present detailed vision of Kenya Airways PLC
running every-day operations of JKIA.

This Privately Initiated: Investment Proposal (PIIP) consists of the following documents:

1. Main document (Privately Initiated Investment Proposal).
2. Heads of Terms (HoTs).
3. Financial Model.

The above documents have been formally approved by Kenya Airways PLC Board
on 4 of October 2018.

Kenya Airways Headquarters, Tel: +254 711 022149 P.0. Box 19002-00501
Airport North Road, +254 724 102149 Nairobl, Kenya.

Frhaliael Klalraki
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Through submission of this PIIP we kindly request Kenya Airports Authority. Board
to acknowledge receipt of this Transaction Proposal as well as grant KQ the approval
for initiation of formal Due Diligence and Proposal Negotiations process.

Looking forward to your positive response to this request.

Mr. [saac Awuondo
Chairman
| Kenya Airports Authority
‘ ‘ JKIA
NAIROBI.

Michael Joseph'

- Chairman
Kenya Airways PLC Board
NAIROBI
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Kenva's aviation sector

coniribution to the
aconomy in 2014,

IOUTIVE & 5 et .

b S oy o0 H
introduction

Aviation sector is critical to davelopment of Kenyan aconcmy. Accorcing
to estimations it centributed USD 3.2 biliion and supported 520,0C0 ichs in
2014 alone’. Infrastructure industry is a focus zrea for the Government,
hence is a vitel part of the Visicn 2030. Il presents framework for the
investments which Is in line with Kenya's lcng term socio-econcmic
imprevement plan.

Ceszite its stralegiv impeortzrce, the sector. fzced nuimerous cpgliengas
in the past. They limited incustry's pclential lo compete internztionaliy for
{he business customers and tourist iraffic: Internal chalienges were counied
with grewing competition in the region that wes driven by liberation of the
éirspate ~ Kenya is @ signatory for both the Yazmoussukro Agrzemant
and SAATM,

In order to deliver Vision 2030 objectives, the Government of Kenye is keen
on consolidation of the aviation seclor as a first s'ep towards its racice!
modernisation.

To support tive reforms, Kenya Airways proposes 2 takeover of {he Jomo
Kenyatta Internationai Awrport operzions and manggement, through
" B e o et T d Kagis, ) = l - Lot iy oy, gt O
s J0-VEZr concessicn agreement. Ine objeciiVe is to ensure eificiency
o both JKIA zro Kenya Airways operations by ceniral management
iha! leverages on possible synergles. Moreover, efficient operations il
support JKIA's desire for becoming 2 regional hut, 2s well as positively
impzct sector's centribution to the sconcmy.

The PPF is expected to result in 2 number of financial and economiz
benefits:

Growth of the Country gross domastic preduct:

Develcpment in different segments of the econcmy;

Jeb lc:reaiion; within airlina-related industries:

Increased suppor for export of goods and services, and

Transfer of CAPEX -and OPEX risks from the public sec'sr

- ———ttgeer 1ias b

lc the PPP partner,,

e
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This Proposal is alsc in line with prectices of other countriss who usec
aviztion secior - znd in particular nationz! airlines anc flagship zirports —
as a catalyst for economiz growti.

" Sourca: Ox'e:d Eccromics (2016): The impanance of the air ransoert o iCenva’s arawlh




Prcject Nead Definition

The mzin irmpetus ‘or the proposed Preject is related te the JKIA's curren:
position in East Airica. !ts regionzl significance has been challenged
as 2 regional hub by multiple international ccmpetiters End'!r*‘.e Pr-:g:one:-.;
- Kenya Airways PLC - dizgnosed internal efficiencies. :!‘.a'-.;.‘ improvement
can lead ‘o sirengtinening of the airport’s stance - they are giscussel i 7
Privately Initizied Investmert Prepesal (PIIR), The Progonent oelieves that
implementation of the Prejact shall resultin benefits to JKIA and addre
ell inefiiciencies re'zted to current operations as well 2s fulure chailen

Below graph outlines key identified ineificiancies.

1 . LOSING POSITION
%0 INTHE MARKET
. . . CONDITION OF

“ % . INFRASTRUCTURE

. UMITED CAPAGITY
", 'GROWTH PCTENTIAL

e REQUIRZD
L CAPEX

REVENUE
- STRUCTURE

INTERNAL
INEFFICTENCIES

+ JKIA failing to comgpgete and losing its rote as the international hui
for Kenya

¢ Poor guality cf ihe current airpert infrzsfructure

» Ceapacity constraints lo ensure growth

= Necessity of funds consolidation to invest in growth af the hub
that wiil increase treffic of local airorts

* Improper bzlance of revenue sources

= Potential to ircrease the efficiency of JKIA operations through
introduction of world-cless standards -

JKiA failing to compete ancd losing its rois zs the internzticnal hub
for Kermya. The Nairobi zirport is operaling in compelitive envizcnment
dominated by increasing role of neighbouring Addis Ababa as well &s
Gulf airports. Over the last few vears, particularly Dohs and Dubsi
becamea world-class airporis with best-in-class infrastructurs ‘o s2n
miliions of passengers per yesr. The following figurss o
the differencs in annual passengers tradic:

Table 1: Beachmarks of JKIA in terms of passenger ‘raffic,
i [ . - g ry . ......._!
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In order to achieve the above rasults, the respective counirigs have
massively invested ih the airports essels both in terms cf the airport
capecity 85 well 2s guality of infrastructure lo serve £assangers.
Cne of the key reesons for that, which is strongly emphasised by lhe
Proponent, is the perception of aviation sector as the enzbler of GDP
growth and jobs creatich mechenism, The presented tenchmarks
clearly indicate thal investment in ine airport-hub is 2 key pra-equisite
‘or dynamic development of reizted industries such as manuiacturing.
logistics and warehousing, of world-wide financial services.

JKIA is lcsing Tts status to competiiion and it may soon necoms & hub
for East Alrica region only, if no significant changes are meade.
its role mignt be then taken over by Addis Abeba, followsd by lhe new
zirport, tc be conslructed in Ethiopia, which will mainly serve its national
carrier — Ethiopian Alrlines.

Poor quality of the currant airport infrastructure. Anotner reascil
for the Proponent to enter into this Project Agreement is @ poOT slats

YT of current JKIA infrastruciure. Kenya Airvrays which is currently serving

! et more than 4 million passengers per year through its hub in JKIA

. I can provide sxamples of second-"ale quality of lhe zirpori's @ssels.
DR S The Properent states iherefore that JKIA has been underinvesied over :

ihe years and requires significant capital expenditures 10 impreve
quality of the services provided both 0 passengers (end-users)
TR : and airlinegs which operate 10 and from Neirobi, The assels requiring
o upgrace include in particuler:

Runway, aircraft parking and aprons;
sl s o8 Ty, e LN . Terminals (check-in areas, Immigraticn, gates etc.);

Cofmmercial aress {duty-free, restaurants & caies, IOLNJES,
car parks-elc.). '

Fer this reason the Proponent essumes in this PIIP additiona! Cepex
invesiments for deferred mainienance to upgrade state of existing
infrastructura. It is also werth mentioning that the investmeni will have
immediate pav-beck due 10 increased revenues fronv oAX-retated
sources.

Capacity constrainis to ensure growth. Besides the insufiicienl siaie
of existing infrastructure at JKIA, the Proponent clearly states
that the airport requires further Capex investmenis 1o retain
and grow i's capacity in ihe future. As @ result of the fire that breke oul
at JKIA in 2013, significant part of the airport has been censtrucled on
2 temporary, 10-vears besis (life time up 10 2024). It means that lack of
investments within the next 5 years will result in 2 grastic reductizn
of JKIA capacity from current 7.2 to approximately 5 milich cassengers
par year (30% drop in trafic). Furthermore, current siate of e
T infrastructure at JKIA prevents growih cf zirpori's capaciy due (o
£ AR LR boillenecks and constraints related ta the runway anc mest of ai
terminals.
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=should te
reinvested
in growth of
the hub instead
of simple
subsidising
unprofitable,
local airports
and airsirips

However, the Proponant belizves wal introducticn of this Precject
Agreement and reelisation of most of planned Capex invesimenris
will enable release of ihe potential {ar further trafiic growih
(up to 11 mil. pessengers In 202216 mil. in 2030 and 34 mil. in 20509.

Dus lo necessity of serious invesimenis there is no “do nolhirg
scarario” as \his approach would further weaken JK!A imporiarce
in internaiicnal passengers and carge traffic in East Africa:

Necessity of funds consolidation o invest in growih of the hub
that will Increase traffic of local airporis. Significant ungrade of JK'A
infrasiructure and need for growih of the capacity require investimanis
accounting for even USD 1.3 bn within the concessior perioc.

JKIA generates significant prefit 12 Kenya Airporis Authority (KAAJ
it is, however, consumed,and sroded lnrough losses generzsled asvery
yaar by local zirports and airstrips. JKIA's profitability is 45% compered
in KAA's 24%. The gap is & consequence of losses incurrec
by 17 financially unvigble airports 2nd airstrips :

Current setup does not zllow efficient accumuiation of funds sufiicient
for development of the hub in Nairobi and malking it 2 prime avigtion
asse: in Kenya. It may also beconte the biggest barrier for successiul
realisation of necesszry Capex program in  Yyears to come.
Moreover, {he slower growih or decline of passengers at JKIA
will regatively impact size oi revenues and profits ¢f local domesiic
airlines and airpoits.

Thereiore the proposed Project Agreement zirms al trengthening
focus on JKIA as a hub and consolidation of funds necessary ia aficrd
planned Capex investmenis. Although it would mean l@mparary
problems with financing iocel airporis in the short run, it will definitzly
support their financial sustainability in he long-term serspective.

Improper balance of revenue sources. Modern, warld-class aircorts
garn their profits mainly from pzssenger-reizted sources. Duty iree,
commercial zreas and lounges are the perfect sirezm of funds provided
that @ regular cuslomer spands numMerous hours waiting fcr N
deparling flight or transfer to erother iocation. For this reason scms
of the International airports do not cherge iraditionai landing izes
in order 1o atiract as many customers as poss.tle.

Analysis of JKIA P&L clearly shows that the Nairobi airpert is stiil
highly-dependant cn aeronauticel revenues which consiitute z-cund
80% of its lota' revenues. The key sources of ils funds are: Alrpert Pax
Service Charge (APSC), landing fees. girbridgs and fuel concessions.
At the same time JKIA is not utilising its petentigl to generate revenusz
from commercial areas (underinvasted duty free, lounges etc.) as ve!
as other non-aeronauticzl fees charged from companies apareling at
lhe airport. JKIA's current business model in regards Lo those aress is
based on simple concessions awarded o catering, PAX & carge grounc
handling operaters. However, accordingic best-practices it shouid Eulld
its own profit centres acquirng mergin from servirg enc-customers.

The Propenznit clearly states thal ulilization cf the non-zarcrautical
revenua@s shall bring additionzl income which can significantly suiaen
financing ‘he Capex investments requirad (o grow the airport's cazasily
and irmprovement of ils service gqualily. Kenya's aitrectveness
and perceplion as a "must go” iccation is further increasing this
potential ¢ genarate profits from passengei's transferring ai the zirport.
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Eoteniial to increase the eificiancy of JKIA operations through

. . introduction of world-class standards. One of the root causes

DR of current periorimance of JKIA is the limited adaptation oi externzl,
B test-in-class soluticns used worldwide, JKIA staff is able lo perform zil
the operational duties to ensure undisrupted operations of the airport,
sut it is struggling to implemant long-term solutions to structuraly
chenge the way JKIA is managed. Al the same time there is
=z number ¢f benchmarks aveilshle diobzliy which cen be adcplec by

JKA,
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{s essential 1o introduce
and sustain worlcg-class

standards and increase For ‘nis reassa, the Proponent puls emphasis on building intermal

capebities supported by trznsferring externzl knowlecge to cperate

£E: 5 ~/ AF 'y ! Wk ] W &
3{5:018—[‘}1»} - Lh‘e. JKIA in much more efiicient way in accordance with internaticnzl
sirport's operations stendards, This includes appointment of the Airport Advisor

with vast experience built by running most productive airpoerts
in the world.

1.3 Pronesed Transaction Structuie

1.3.1  Key prl’nci‘ples of the transaction

There is 2 number of ogtions that wers considered to address ineficiencies
cefined in the above Project Need Oefinition. The concessicn of JKIA
to Kenya Airways, accompanied by seclorzg] reforms appears lo be best
suited as it will 2llow Kenya's avizlion lo shift from a defensive sirategy to
2 strategy focused on gaining markel share. It will be also the most efficient
wiay of using national assels to world for the long-term benefit of the Country.

To implement the proposed concession, Kenya Airways has considered
a number cf contracting options. The evaluztion of lhe PPP options
censidered, among olhar factors, the overriding objectives tc ensure
that Kenya Airways has contro! over the operzations ¢of JKIA and is able 10
malke unhindered investmentis in the airport.

Under this Proposal, Kanya Airways will form 2 Specizal Purpose Vehicle
(SFV) specifically dedicated to operating, managing and develcpirg JKiA
for 2 pericd of 30 years (the Concession). Kenya Ainvays and SEV
wiil be manzged under one management siruciure while other Kenyzn
airports will continue operations in KAA shructure.

The scope of the concessian is primerily comprised of rights ard duiies
L of the SPV (lhe Concessionaire) uncer 2 concession agreemen!
s T A anc is proposed io include the following points:

a) operate. maintain and develop JKIA:

b) operate and control JIKIA assels, revenue sources (both aercriautizal
and non-zeronautical) and operaling cos's:

s 0 gt A B P e (et e o,

c) ensure compliance with local, regional and internalionz! s‘andzrds
anad nerms;

=

¢) ccliec! charges for the use of JKIA by varicus users.

The proposed transaction is @ Friva'sly Initiated Invesiment Proocszl
The methodolegy apslisd is the non-compete / unsolicited bid précess
_inen {he novelty and strategic nationa! importance of this (ransachion
it is suggesied that the transzclicn wil! be considered uncer Sectan
G1(1)d) of the PEP Act 2013,



Section €1{1) provides ior circumstances wher, a ceniracting auth arity may
consider 2 PIIP for a Project and procurs the consiruction or development
I-," of & project or the performance of a service by negotiation without
$ ! subjecting the preposal tc-a competitive procurenent process.

Subsection 81(1)(d) states that where “there exists any of the eircunistance
gs the Cahingt Secrelary may prescripe”.

The Contracting Authority will therefore, sesk the necessary asprovals
‘rem the, Cabinet Secretary in zccordance with Regulation 51 of e =pe
Regulations 2014 on Preliminary assessment of private proposa's.

Subsection 51(1) of the Regulation siates that "z coriraciing authority mey
censider a privately initiated invesiment propcsal, i it is not 5 2roposal
Specified in section 51 (1) (2), (5} or (&) of the Act"

1.3.2 Highligh: of key transaciion elermernis
(¥ ¥

The PPP is intended to be 2 Concession where the Conlracting Auther,
will concede usufrucivary and Cevelopment rights to ‘he Private Farty
The Private Parly will operate, maintain, rehabilitatz anc upgrade existing
infrastructure and facilities and charge user feas waile payirg concessicn
fees to the Conlracting Authority. )

The SPV is sgf Un 10 undertake the contracled airport functions in line with
the coniractual relationship between lhe SPV and the Governmen:,
There are howaver, other contraciuai relationships " tha! . ars criticzl
and interdependent, in perticular lcan agreements I diect agreemen:s

The debt anc €g:ily injections into the SPV wil fUnd, the develzpmazn:
obiigations and inijtia| working czpital requirements. Tha SPV wil typicaily
receive all revenves ang pey eli costs related o airpor operstions
ENGpEy & concesson feetorthe Kenya mirpors oy thority=—— s o
—t .
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The Proposed. contractuzl structure is in line wih the key legai zng
regulatory framework for PPPs in Kenya. The Ppp Act defines conlracting
authorities as those including "z state depariment, @gsncy, statz
corparation or county government {hatintends to have a functicr nerfarmer
undertaken. by it performad by g private  party”. The coniracting
srrangements énvisaged can be tharefore done by KAA establishad es the
auvtherity responsible for Mmanagement of aerocronies in Kenva,

The Proponen: PrEsents in the table below hightights of key trznsaztion
elements. They hzve been described in delails in next chapters of this
Privately Inftiated Invesiment Propasal.

]
——— e )

I Assals included in the proposed Concessizn wili Se limited 1o aviatior |
"- ’ ) irfrestruciure only (i.e. funway, terminais, parking and a-

parks etc.); the detajled list of the assats anc progerty ireivds
e S S e -
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concession will be enumerated in the Project Agreement
(i.e. zfter finalisation of the iegal and financie! Due Diligence),
Other, non-aviation assets and propeity will remain in KKAA;
Asseis included in the concession will be disgosed to the SPV

oi the concession egreement,

and secured through long-term lease lo ensure bankebihly!
|
a

Current JKlA-related lizbilities vill remein in I<en;a Airporis |
T\—_t'-nor:t) {KKAA),  however the concession T fee zdecuacy |
Wil ensure ﬁ K_AA is eble to repay existing loans and intergsts.,

Proponeni commils to second all _the current JKIA staff

to thes 'SPV on 1he same terms for & pen\.c-!

e i A s

e e ot e e oty i o o1 e M o Sy e

12 i
gfter the seccndme it period, Prooonem will irensier employees
to SPV with_the right to chocse empleyees who receive the transier
proposel,
Employees not transferred to the SPV after secondment geriod will be
reallocated by KAA te other airports and airstrips;

Responsrbfhlv for costs of potential redundancies of employees
not willing to be secended or transferred to the SPV will be defined ‘

by parties i the process of ne otlatlons J
1

-

SPV will be registered &s lhe limited liability company (LLC)]
“es requested by the PPP Act. i

SPV will be 100% owned by the Proponent (Kenya Airways PLC]—|
'subject to minor changes in the fulure {external invesior);

The Proponent commits, however, not to lose control over
the SPV during the whole concession duration. |

The Proponent will rely on various sources of competences
including current JKIA management and staff;

The Proponent, however, commits to contract an external A:rpori
Advisor to implemeant world-class solutions and best ‘practices
in running the airport;

Profiles and capabiities of the preselecled Airport Advisors
have bean presented in this PliP,

o ———— e

The Proponent commits to pay KAA a regular concession fee
for cisposing the defined assets:

Concession fee will consist both of a fixed component (lo cover
KAA liabilities) and = variahle cne based cn the revenyue" generated
oy JKIA in the fas auclled financial vesr (revenue. sharing
Mechanism),

The propossd project is self-<financing and fdoess not requirs
additional Viability Gap Funding (VGF);

I
[
i
YGF might be, hcum.rel necsssary {o support KAA with .meq ial |
deficit of local airperts & airstrips remaining in KAA (in case i is ng' }

‘covered by the varizble 2arl of ihe concession fee).

—————— e

— ——
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s oyt - Propcnent commits to minimum C;ape:( investiments in runway

perling, aprons and termingls;

Minimum investment requirements will be subjact to negotiaticns

with KAA znd will bz defined in the Project Agreement; !

Addcitionally, the Proponant commits.to prepare and present tc .44

annual investment plans in order to acquire assels’ owner aLEove: |

for the nlannad upgrades of the zirport infrastructure. '

Capita! siructure for the project has been assumed as 80 : 2C ratic
of debt to equity. '

Financial model has been created as the inherent part of this PP
in order to estimate expectsd profitabjlity of the Project as weli as
to calculate the velue of concession fea paid ‘o KAA on annua: Sasis

8 R "+ This PIIP defines regulatory amencdments necessary to execute |
LY L the Project as well as ‘cther changes and tax exempiions |
which wil! significantly support achievement of Project atjectives.

4  Impact of The Transaction

Piojected finarcizl figures of the Project as well as assumed Capex
investments in airport infrastrucire are based cn the assumption of the
Iraffic growih. Base case scenario assumes lhat passenger numbar and i
fraffic will increase by 5% for the nexl eén ye@ars anc oy <%
for the remaining twen't'f years of the precpesed concession.
Therefare, JKIA vAll require 2 significant investment pregram io mes!
{he axpected increase in trafiic.

The mest recent detziled infrastructure review and invesimenl pan
was performed m 2011, Therefore, an updated review cf the infrestruciLre
and invesiment must be underfaken before signing the Project Agresment.
The Proponent assumes appointment cf the preselected Airport Adviscr
prior to the Due Diligence phase in order to raticnzlize investmen: needs
defined by KAA.

Proposed investment program has baen cividad Lnder two major priarities.
Rezilsation of Priority One Capex expenditures will enzolé the airpcit
lo reach up to 10.5 millicn passengars per yesr. Priority Two invesiments
wiill 2im’ at further increasing of JKIA capacily which will howeve: recuice
validation in course of the concession,

Key investment requirernents are listed below:

Rehabilitation of Taxiway and Parking Apren - This invesimen:
will reduce ithe time an azireraft remains on e renwey
end as 2 consequence ncrease the capacity of the avor
i will cost around USD 110 millicn to consiruct.




BACKGROUND

In May, 2018, the Cabinet, through a Cabinet Memorandum CAB (18/28) granted an in principle
approval lo 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 International
Airport (JKIA). In a letter dated 19" June, 2018, the Principal Secretary, Department of Transport,
Ministry of Transport, Infrastructure and Urban Development issued instruclions to KAA and KQ to
proceed with the implementation of the Cabinet's directive.

PRIVATELY INITIATED INVESTMENT PROPOSAL (PIIP)

On 5™ Octeber, 2018, the Authority received a Privately Initiated Investment Proposal from KQ.

This document whose Execytive Summary is attached to this memorandum incorporates Heads of
Terms and a Financial Model for the proposed transaction. The PIIP has been anchored on the
Private Public Partnership (PPP) Act 2013 and broadly envisages the following transaction
structure:

* @ 30 year concession framework under which KQ will seek, through a special purpose vehicle
(the Concessionaire), to manage and develop JKIA leaving KAA to manage all other Kenyan
airports and airstrips at a fee (concession fee);

* Inclusion of JKIA's aviation infrastructure in the concession as will be enumerated in the Project
Agreement upon conclusion of due diligence:

« Retention of JKIA related liabilities {bath actual and contingent) by KAA

* Initizl secondment and transfer thereafter, at the discretion of the Concessionaire, of JKIA staff:

« Engagement by the Concessionaie of an"external Airport Advisor to implément world class
solutions and airport management best practices; and

*  KQ committing to meet minimum investment requirements as shall be negotiated with KAA.

STRATEGIC RATIONALE

The main arguments in support of the proposed transaction is the consolidation of key aviation
assets to reelize significant operational efficiencies and synergies, restoration of the avialion
sector's regional and international competitiveness, protection of JKIA's regional hub status,
improved diversification and utilisation of JKIA resources and support for KQ's turnaround
programme. The Authority appreciates the strategic context of the proposed transaction and fully
supports an engagement with KQ on the expectation that the final result will be mutually beneficja
and translate into strengthening of all institutions.

PRELIMININARY EVALUATION

While a com n_a_hensive risk assessment.of the proposed transaction will be conducted as part of
the delzailed due diligence, the SBoard should take note of the following potential risks to be
addressed:
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(i) Currently, JKIA accounts for nearly 83% of KAA's revenues and 51% of the recurrent
expenditure. If JKIA is concessioned out, the arran ement will deprive KAA of significant
resources given, that_ the concession fee Will ot sufficiently cover the operational and_
CRPEX costs of the remaining airports, airstrips and Head Office, "In KQ's financial model,
annual concession fees have been sef at an initial USS 28 milion (equivalent to Shs 2.9
billion) in 2019 rising graduzally to US$ 35 million (Kshs 3.6 billion) in 2028 and only peaks
at USS 60 million (Shs 6.1 billion) in 2033 ie 15 years into the concession term. In
comparison, 2018/19 KAA's non-JKIA operations are budgeted to cost Shs 6.6 billion in
recurrent expenditure, a Shs 3.7 billion shortfall from the proposed concession fees of Shs
2.9 billion. The proposed concession fee is therefore inadequate to cover the cost of running
KAA's other facilities.

(ii) KQ's proposal assumes that KAA will retain all the contingent liabilities including these
arising from JKIA's operations. Even though the actual amounts to be paid ocut after
resolution of the Shs 32 billion contingent,liabilities and disputed claims will be significantly
IGWer, thé ‘non-inclusion of these hiabilities in the proposed transaclion will certainly leave
KAA warse off financially,, :

(i) "RQrRasnol proposed a definite capital investment programme over the life of the concession
and has instead proposed thatl the minimum investment levels be negotialed for inclusion
in the Project Agreement. KQ has, however, recognized the importance of investments
aggregating to USS 1.3 billion to be undertaken within the first five years. These include
remodeling of terminals B-C-D, rehabilitation of taxiways and aprons, runway upgrade, new
terminal building and parking extension. Considering the extended term of the proposed
concession, here is need to firm up the minimum investment levels as this is a critical
element without which the economic and financial viability of the proposed transaction is
difficult to assess.

(iv) The capacity of KQ to execute the transaction through an SPV will require careful
assessment as part of the due diligence. KQ has proposed to engage an Airport Advisor in
order to augment its airport management capacity. This notwithstanding, the proposed
arrangement which brings KQ, JKIA and the Airport Advisors employees together needs to
be carefully examined esp&tially from-labidiir management and governance perspectives.
e s 2 T Y T O e o e et e o ettt S g e S ey i - mes s
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PROFORMA FINANCIAL PERFORMANCE

The following table ilustrates a high level financial impact of the proposed concession
errangement. As required, detailed projections will be prepared during the due diligence phase
with support from the Transaction Advisor.

KAA's Proforma 2018/2019 Financial Performance

a

No Concession | With Concession

Shs Millions Shs Millions Comments

Aeronaulical Revenues 13,531 5,234 | Wilh concession, KAA looses Shs

i 11.2 billion of JKIA revenues and
gains Shs 2.9 billian in concession
fee
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Non-Aeronautical Revenues 3,543 388 .| With concession, KAA looses Shs
3.0 billion of JKIA revenue

! Other Income 353 198 | With concession. KAA loses 155 ’

million of JKIA revenue

Tolal Income 17,429 4,643
Operating Expenses 13,625 6,677 | KAA saves Shs 6.9 billion of JKIA
expenditure
Profit Before Tax 3,804 (3,605)
L

Approaches to addressing the above operational deficit will form an integral part of the negotiations
with KQ. :

PROPOSED TRANSACTION TIMETABLE

The Autherity has been informed of an expected closing date of mi cembf_r 8. In our view,
this deadline is quite ambitious given the complexity of the transaciion and the need to execute the
following tasks falling within the grgjg_cg‘? critical path. We consider a 6 month penod to be more
realistic.

(i) Approval by KAA's Board of 'KQ's request to conduct due diligence on KAAJIKIA; \
(ii) Engaging the PPP Unit on the propdsed transaction:

(iii) Conduct of Due Diligence by KQ on KAAIJKIA: ’

(iv) Recruitment of a Transaction Advisor by KAA: .

(v) Review of Plip by KAA and conduct of due diligence on KQ by KAA;

(vi) Negotiation of Heads of Terms and Project Agreement; and

(vii) Final approvals for Heads of Terms and Project Agreement

NEED FOR A TRANSACTION ADVISOR

The complexity and urgency of the proposed transaction requires the Authority to censider
engaging the services of a transaction advisor with dernonstrable skills and experience in airport
concessions set up and management, transaction and technical support and familiarity with the
applicable legal and regulatory framework. This engagement will equip the Authorily with the
requisite technical and specialist skills to enable the Board and Management provide the
appropriate advice to the Government of Kenya to compete this transaction.

The scope of work for the advisory engagement will include:
< Assessment of KQ's financial and operational capacily to enter into the proposed
transaction

* Assess the financial deliverability of the transaction as proposed by the proponent
° Review of project documents submitted by KQ - PIIP, Heads of Terms and Financial Model

Pagedcofis



Review and advise on the legal and regulatory matters pertaining lo the proposed
transaction including approvals to be secured by KAA

Conducling a legal, financial and technical due diligence on the proposed transaction
Assessment of the potential legal and gperational risks

Review and advise on the proposed operating, investment and maintenance plans including
adequacy of proposed CAPEX investments based on growth forecasts

Review the siructure and adequacy of the proposed concession.fee

Advise on tax structuring of the transaction--

Carry out environmental, sccial and economic analysis of the project; and

Provide negotiation support throughaout the deal execution phase.

Due to the tight timelines, Managament proposes to fast track the appointment of the Transaction
Advisor by engaging one of the firms on the Authority's panel of prequalified law firms.

In the interim, the Authority will apply, through the State Department of Transpori, for Treasury's
support in coyering the costs of the transaction support.engagement.

RECOMMENDATIONS

To.enable the Authority move this transaction to the next level in terms of due diligence and
negotiation of the key transaction terms, the Board is hereby invited to consider and approve.

(i)
(i)
(iii)

The initiation of formal due diligence and engagement with KQ on the basis of the PIIP
already received;

The Authority's engagement with the P12 Unit for support and guidance as envisaged under
the Public Private Partnership Act 2013; and

To approve the engagement of & Transaclion Advisor from amongst the Authority's
prequalified panel of law firms taking inlo account availability, cost and the need to comply
with applicable procurement and other iaws.

JE

[ pros |

/ .

JONN AQJDE SE

——MAN GING DIRECTOR
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THE PROPOSED PUBLIC-PRIVATE PARTNERSHIP
BETWEEN KENYA AIRPORTS AUTHORITY AND KENYA
AIRWAYS PLC

26" February 2019




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

« The market conditions are forcing a new type of strategic restructuring for the whole of Kenyan
Civil Aviation. The Privately Initiated Investments Proposal (PIIP) is the answer to this need
which treats at the challenges facing the industry holistically, rather than piece by piece

* The conditions facing Kenya Airways (KQ) and JKIA are alarming. Kenyan aviation as a whole
was losing market share over last couple of years to its competitors. Ethiopian Airlines (ET), which
was half the size of Kenya Airways (KQ) in 2010, has grown exponentially in recent years
It has outpaced KQ three times since then. From 2015 to 2018 all competing carriers in the region

increased their market share: ET by 20%, Qatar by 12%, and RwandAir by 22%, all while
KQ lost 4%

* Kenya instantly opened up its airspace to the other African states through the Single African
Air Transport Market initiative in 2015 However, 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.

Given the significant contribution of airlines to the GDP of a country, many African and Middle
Eastern carriers have opted to use their airline$ 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

* A Public-Private Partnership (PPP) between KAA and KQ is essentially a reflection
of what KQ's strongest competitors in the region, such as ET, Emirates or Qatar Airways, have done
with a strong support and protection from their respective governments.

» Itis critical to stop looking at the aviation industry as only for profit, and instead regard it as
a driver of economic growth and new jobs for Kenyans. 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 1 Overall impact of selected airlines on the GDP

ﬂnll

Kenya South African  Air Mauritius  Ethloplan
Alrways Alrlines Airlines

* KQ has 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, KQ will never be as competitive
as other airlines and will continue to lose market share and generate losses.

« KQ and JKIA must exist in synergy. One of the rationales for the PPP is the fact that KQ is the
only airline interested in development of JKIA Should KQ collapse or limit its operations
JKIA will be downgraded to the status of a regional airport.



« To achieve this, KQ has developed the Privately Initiated Investment Proposal (PIIP), which assumes
creation of a Public Private Partnership (PPP) between KAA and KQ to realize crucial operational
and strategic synergies. Ultimately, the project aims to establish a Special Economic Zone to boost
manufacturing, warehousing, and logistics industries in Nairobi. Thousands of new jobs
for Kenyans would be created as a result.

» Proposed KAA & KQ PPP (Project Simba) is the first step in the review and modernisation
of the GoK's Aviation Policy and Strategy in tandem with Kenya Vision 2030.

- REASONS WHY JKIA & KQ NEED TO ACT TOGETHER

The project aims to evolve the aviation industry in Kenya to the next level of expertise
through significant strengthening of the mandate given to the national assets.

WHAT IS THE CURRENT AIRLINE INDUSTRY SITUATION IN AFRICA?

« Kenya has long been the aviation powerhouse in East, Central and Southern Africa.
with a resilient national airline and strategic hub. However, the aviation landscape globally has
undergone rapid changes in the past decade and Kenya has not adapted in an agile manner
Consequently, the Kenyan aviation sector is facing a steady decline

In the current setup, both KQ and JKIA are unable to compete with rival international
players. Addis Ababa, Doha and Dubai have been defined as appropriate benchmarks

« Other players have adjusted faster to the changes due to their governmentis decision to change
the mandate of their aviation sector to become a strategic instrument for economic growth
in order to grow tourism and draw in foreign investments

Figure 2 Comparison of KQ and its airline competitors

Category E |h|<:!‘)'ii|2'4 Q{%Iéﬁ [m%r}::u's O RwondAir @n-?_. Avrweys
Ovwnership 90:::1:lnt no:lo:'l::lm qo\:lor::;om go::r?'az;ﬂnt P:::‘::::l; ¢

Alroraft number (59 c:'\ogrder) (100 g:aorder) (1002:.-‘?;«” (12-15 = Pl yet)
Destinations number 77 r:\::fnca) (23 :nug:nca) (20 |r11‘:31‘nca] (17 mz.lincs} (45 |n5:.|‘ncaj

Integrated airiine & airport

v

v’

v

v

X

Subsidies - Direct
and indirect (no taxes)

v

v

4

v

X

Regulations preventing
employees from strikes

v

v

v

v

X

Preference In booking
by local travel agents

v

v

v

v

X

" ’ 4 dally 4 daily 3 daily
Comp': K.nyaﬂlqht’ (3 x NBO, (3 x NBO, (22:':2%] (2 x NBO, Not applicable
1 x MBA) 1 x MBA) 1 x MBA)
KQ Flights to the
r“pc:tlvt hubs 2 daily 0 dally 2 dally 2 dally Not applicable

Source: Kenya Airways (2018)

" Cargo wircrafts not included in the table




The current aviation operation model in Kenya does not facilitate the growth of both KQ
and JKIA. Unlike an integrated airline and airport model, KAA and KQ simply have different,

unsynchronized goals, which should be realigned to focus primarily on cooperation for the sake
of Kenya.

KQ used to be a leader in the East African region with significant number of modern aircrafts
Currently, Ethiopian Airlines (ET) operates a three times bigger fleet (100 aircrafts) with the next 59
on order. To make matter worse, the new airlines are being established and challenge the positions

of existing market champions. A very good example is RwandAir having a massive support from its
home government.

Figure 3 Comparison of current and forecasted fleet sizes.
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Airline market data leaves no doubt that the Kenyan Aviation market share is shrinking
continuously.

Figure 4 Comparison of market share changes in the region.
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WHAT IS THE CURRENT AIRPORTS SITUATION IN THE REGION?

¢ 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 share.

» When Ethiopian embarked on its Vision 2025 plan in 2011, it was behind KQ, SAA, and Egyptair
in terms of capacity. Today, after an average 20 to 25% yearly capacity growth, ET is the largest
with roughly 4 times the Available Seat Kilometer (ASK) capacity, a measure of the capacity of
an airline, of KQ. It is significantly impacting the traffic in the hub.

Ethiopian Airlines plans to build a new airport with annual capacity of 80 million
passengers in Bishoftu, about 48km southeast of the capital Addis Ababa

Figure 5 Comparison of traffic at JKIA and competing airports.
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» Most of KQ's immediate rivals built aviation holdings which strengthened their market position
That is due to consolidation of the national aviation assets and consequently alignment of their goals

Figure 6 Comparison of competing HUBs business models
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» For example, Egypt Air Holding Company panneréd in early 2007 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.

+ To achieve growth, all airlines are looking for a possibility of expansion into markets with many
potential customers. Kenyan market is among the most interesting ones in Africa for two reasons

A significant number of business travellers due to many companies present in Kenya; and

A market with a large number of premium leisure tourists.
¢ The main reasons of this situation are highlighted below:

Kenya is not protecting its home carrier from unfair competition coming from abroad; and

Most of airlines flying from Nairobi are carrying passengers from the Kenyan market into their
own hubs with the primary objective to transport them to other destinations.

Figure 6 Frequency of operations of KQ and competitors airports.
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* KQ is the only carrier interested in the growth of Nairobi to retain the money within local

economy. The image below illustrates how investments circulate among various stakeholders
in the aviation industry.

Figure 7 Cash flow among aviation industry stakeholders
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* About 15 years ago, the Ethiopian state decided to turn ET into a strategic asset with the mandate
of becoming a pan-African airline, competing not only with KQ but with all major regional carriers
To achieve this, the Ethiopian government implemented several initiatives driving
the impressive growth of Ethiopian Airlines.
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« The graphs below present the very different approgch towards competition at JKIA and Addis Ababa
where government simply blocks other airlines entry or increase their costs significantly
to eliminate them from the market. On the contrary, KQ is continuously pushed out of the market
by international players including ET which plans to dominate this market too.

» Generally, more than 50% of flights realized from JKIA are from competition airli‘ne_s.
KQ's share in its hub has significantly lowered over last 3 years. Meanwhile, ET is protected in its
own airport as competition is consistently blocked from increasing operations.

Figure 8 Comparnison of competition models between KQ and ET (ASK).
ASK number: available seats per kilometre = “prodiuction” in the airport).
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= The main reason for ET’s success in achieving a better Revenue Available Seat Kilometre (RASK) !
compared to KQ is by being the dominant carrier in the huge Addis Ababa market versus

the competition. From the graph, the ET ASK deployment is eight times that of the combined
competition in their hub.

* ET also enjoys a lower Cost per Available Seat Kilometre (CASK)? than KQ due to lower cost
structure in their hub because of, for example, no interest on aircraft loans, no charges
for infra-structure, controlled salary increases, monopolies of airport services, such as handling
The model of operations for ET, as stated above, lowers the level of CASK and makes difficult

for other competitors including KQ to survive in their market. It is therefore not a surprise that
the level of competition in Addis Ababa is minimal

WHICH OPTIONS FOR THE FUTURE WERE CONSIDERED?

The selection of the best option required not only the review of different objectives and interests
to be balanced, but also took into account the needs and economics of the KAA and KQ
Answers to several questions were crucial during the decision-making process

Does the option satisfy national objectives?

Does the option meet the needs of the aviation sector and the entities involved
(i.e. KQ and JKIA)?

Will it be possible to implement the option and manage the arrangement going forward
without undue difficulty?

Will the option enhance the finansial viability of the businesses and is the option bankable?

! Revenue Available Seat Kilometre (RASK) — a measure of revenue performance; unit revenue in the airline Industry

2 Cost Available Seat Kilometre (CASK) — a measure of cost performance; unit cost in the airline industry



Several alternative structures of the‘transaction, such as an aviation holding company,
were analyzed. The PPP framework best fits the goals - benefiting both parties through
clearly defined provisions under a Concession Agreement.

Figure 9 Scenarios considered in the project
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While an initial assumption was to create a Kenyan Aviation Holding Company, the idea
quickly evolved to a Public-Private Partnership between KQ and JKIA. The central principle

of this scenario is that all airlines assets are controlled by the Kenyan State would be housed in one
legal entity to foster synergies

3. PUBLIC-PRIVATE PARTNERSHIP - THE MOST SUITABLE SETUP FOR THE PROJECT

WHAT ARE THE BENEFITS OF PPP TO JKIA, KQ, & THE KENYAN ECONOMY?

* The PPP is the preferred framework chosen around the world to manage and develop airport
infrastructure.

« Key reasons for the PPP are:

Proposed business model where the national aviation hub is run under the same group

structure with the national airline has been proven successful in other countries such as
Ethiopia and United Arab Emirates (Dubai);

PPP framework is very transparent and enables control from various parties:

Allow Kenya's aviation sector to shift from a defensive strategy to a strategy of competing for
the market shares again;

Recommended solution is the most efficient way of using national assets to work for the
Country;

The proposed setup can bring benefits to the economy as well as the aviation sector as it is
able to bring huge economic benefits to the.Country;

Strong aviation structure will much better resist any systemic shock like Ebola virus or a
terrorist attack; and



This solution can be easily completed by the establishment of a Special Economic Zone which
will be massive support for the manufacturing 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 10. Overview of JKIA & KQ Public-Private Partiership structure.
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« Itis critical that the arrangement ensures improvements in the functioning of JKIA and KQ, such as
actions aimed at immediate increase of revenue generated from airline-related and other revenue
sources as well as limitation of KQ costs to ensure profitability of flights and efficient competitive
position in the market. These benefits are achieved through the PPP.

* As a result of the project, KQ will be able to invest in fleet expansion and also secure funding
necessary for development of JKIA at the same time establishing new profit centers such as cargo

and ground services facilities, a Maintenance Repair and Overhaul Centre for Africa, catering
fuel distribution or training & development centre.

« Consequently, JKIA will significantly benefit from introducing the transaction by upgrading
the current infrastructure to accommodate expected growth in traffic, e.g.:

Upgrade of runway, taxiways and aprons;
Remodeling existing terminals;
Constructing a new terminal; and
Increasing revenues from all sources.

« Fundamentally, the joint assets will result in synergies, boosting airline-related revenues,
increasing exports of goods and creating 25,000 - 30,000 jobs in the future. A key phase of the
aviation modernization process is the establishment of the Special Economic Zone around JKIA

to stimulate investments and growth of various industries such as logistics, warehousing,
and distribution centers.



WHAT DOES THE PPP METHODOLOGY MEAN FOR JKIA & KQ?

In view of the advantage of executing the project rapidly and efficiently, KQ and KAA would negotiate
to engage in a 30-years Concession ‘Agreement framework under a PPP Act with KQ as the
private party and KAA as the contracting authority: in line with the PPP Act.

The concession would be specific to JKIA as the project asset and the concession will be held
by a Special Purpose Vehicle (SPV), owned by KQ. The SPV will take on all JKIA staff
and operational expenditures from the date of the concession, while being responsible
for a comprehensive investment program in airport infrastructure.

The prime rationale for selecting the PPP formula as the recommended framework for this

transaction is that there is no necessity of transferring or selling the JKIA assets. Instead.
aviation assets would be delegated to the SPV.

Upgraded & developed JKIA assets will return under KAA management after the proposed
Concession Period

Within the PPP setup, KQ and KAA shall agree on a fair concession fee model, including fixed
and variable components. The fixed component would address KAA's current liabilities and costs

while the variable component will allow KAA to participate in the future growth of traffic,
revenues, and profits of JKIA.

The recommended setup of a long-term Concession Agreement would also ensure bankability

of the concession by enabling the new entity to raise external financing required to support the
broad investment program.

Another advantage of the proposed concession is the possibility to negotiate various performance-
based clauses ensuring KQ fulfils all agreed targets and commitments for all parties.
including other airlines. Various exit clauses would safeguard the efficient realization of project goals

The recommended PPP, unlike other structures, would cover only JKIA aviation-related assets

(runway, terminals, aprons and taxiways, car parks etc.) while the remaining land will be fully
administered by KAA.

- KQ'S CURRENT SITUATION

HOW DID FINANCIAL RESTRUCTURING IMPACT KQ OPERATIONS?

Kenya Airways PLC has in recent years experienced financial distress that culminated in a series
of poor financial results that topped a record KES 26.2bn (US$258m) for 2015-16 financial period

The recent closure of the financial restructuring has created an impression that KQ returned
to profitability. In the public perception, the company has been rescued, obtained the support
of the government through the sovereign guarantees, and has started growing by launching
the Nairobi — New York non-stop flight.

According to KQ's management and Board, the situation is very different:

The market situation of KQ is alarming. The national carrier of Kenya has been pushed

out of the market by other airlines, which are very strongly protected by their
governments.

Although the financial restructuring helped KQ in the recent turbulent times, in order to
maintain long-term liquidity, and eventually profitability, the airline will have to be
subject to a more thorough and fundamental turnaround process, especially in the areas

of reducing costs, well thought capital expenditures as well as changing the organisational &
work culture.

Regardless of the internal Kenya Airways turnaround process there is a need for a different,
more holistic, restructuring. Not only for KQ but for Kenyan Civil Aviation in general

A required solution will change the mandate of Kenyan Aviation and position the airline
to become the most prominent African carrier

Provided the current financial situation of KQ and the competition, KQ management analysed various
scenarios of possible improvement of KQ situation



« KQ’'s approach to the restructuring was put down in a document called a “White Paper”.
It stipulated strategic assessment of the aviation industry in Kenya, its position in the region
and scenarios for future developments. It also contained an analysis-backed proposal

for changes at every leVel - government, market, and regulations — to ensure the dominance
of Kenyan aviation.

« Eventually, it became an answer to many proﬁiems financial restructuring could_not solve.
As such, it became a strategic government document that became a foundation for Project Simba
It was reviewed by various government bodies, including ministries, and ended up with a Cabinet
approval

5. JKIA'S CURRENT SITUATION

WHAT IS THE RELATIONSHIP BETWEEN JKIA & KQ?

» JKIA s the only hub in Kenya and by far the largest airport in the country. As such it practically enjoys
a monopoly and despite some setbacks, JKIA is the only profitable airport managed by KAA.

* KQ is the largest customer of JKIA in every possible term and the airport would lose its
Importance or even cease to exist should KQ go bankrupt. Both organisms co-exist in a symbiosis,
and success of each is dependent on another. The synergy of operation is of an utmost importance
should JKIA and KQ want to grow and improve its position in the region.

* As was gathered during the due diligence exercise, which is part of the PPP process, the airport is
facing challenges that have to be addressed. Lack of necessary actions on the other hand would
result in a significant decrease in capacity which will further diminish importance of the JKIA,
size of the aviation sector and related Jobs, as well as monetary inflows to Kenyan economy

WHAT ARE THE ACTIONS THAT KQ WOULD UNDERTAKE AS AN AIRPORT OPERATOR?

« Improvement of the JKIA Assets Coridition

KQ will address technical defects visible to the airport passengers to increase their satisfaction while
transiting in order to enhance the revenues and overall passengers experience. That will also result
in less capacity shortages and interruptions caused by low reliability of operational assets
KQ estimates that a minimum budget of $20M-$25M is needed to rehabilitate the infrastructure
such as mechanical, electrical, and civil engineering systems

* Investment in Permanent Infrastructure

Some of the critical infrastructure elements are only temporary constructions with a lifetime up to
2024. KQ recognizes a need to invest in permanent solutions. Lack of such will result in a dramatic
slump of JKIA capacity back to 5M passengers per year from the current 7.4 M. The 30% drop
is primarily a result of temporary terminals (such as 1E) going out of use

« Significant Potential for Short-Term Improvements

There are less capital-intensive investments possible to quickly increase the current capacity
without constructing a new terminal or building a second runway. These actions relate mainly to the
efficient flow of passengers in terminal buildings, such as increasing the processor numbers
(for example security scanners and check-in counters) and minor investments in the runway, such
as rapid exits and extension of the existing taxiway. The latter one would result in an increase of
capacity in terms of aircraft movements by roughly 60%. In order to handle the increased aircraft
movements, aircraft parking capacity, which will eventually become a bottleneck, would be im proved
alongside with operational improvement actions such as scheduling optimization / regulation
(i.e. slot coordination or schedule coordination)

Setup of an Efficient Céordination of,Airport Stakeholders with a Common Growth Strategy

KQ would put in place a structured and coordinated communication between the airport
stakeholders such as Air Traffic Control (ATC), termirial and ground operator, ground handling

10



- CHARACTERISTIC OF THE PRIVATELY INITIATED INVESTMENT PROPOSAL (PIIP)

operators, KQ and other airlines. KQ would implement the right growth strateqy along with
a consistent capacity improvement program in coordination with the airport stakeholders

Improvement of Collabpration Between Terminals and Concessionaires

JKIA should operate as one, cohesive ecosystem rather than six independent airports. To make
that happen, KQ would optimize usage of raligned IT and airport technology systems
KQ would replace manual processes with automated ones (e.g. baggage handling systems
in Terminals 1B, 1C, 1D and 1E). KQ would introduce a system that would allow monitoring of the
concessionaires sales in all terminals. The latter would enable JKIA to have a visibility over
revenues generated by duty-free shops at the airport in order to maximize non-aeronautical
revenues in that field. The same applies to parking services provider at the airport
KQ would collaborate with concessionaires to modernize the retail outlets around one, cohesive
strategy, to offer passengers the right products at an optimal pricing. All these activities will positively

impact revenues of JKIA, as there is a significant potential for growth and positive impact
of operations transparency.

Optimization of the Revenue Structure

Well-managed international airports have a revenue split of 50:50 between traditional aeronautical
sources (landing fees, Airport Pax Service Charge) and non-aeronautical revenues (duty-free shops,
concessions paid by the airport operators, ground handlers, and fuel providers, among others)
KQ would optimize revenue structure of JKIA to bring it up to an industry level from the current 80:20
split. One of the ways to make that happen is an alignment of the fee structures for many
non-aeronautical revenue sources that remained unchanged since 1996. As a result,

the concession fees paid by companies operating at the airport would become similar
to international benchmarks.

Review of Existing Contracts and Leases at JKIA

KQ would ensure compliance with the existing contracts terms and their validity. Any improper
allocations and excisions of JKIA's property to third parties would be ceased while unfavorable
agreements and arrangements limiting . JKIA revenue and creating inefficiencies would need

to be renegotiated. The latter applies to any, long-term arrangements with concessionaires
and leases/licensees at JKIA, which are one-sided and unduly onerous on KAA.

WHAT ARE THE MAJOR ASSUMPTIONS DEFINED IN THE PIIP?

The project described in the PIIP concerns Improvement and upgrade of JKIA operations through
introduction of the PPP between KAA and KQ.

Proposed PPP is based on the following 8 (eight) key assumptions:

Figure 11. Summary of key assumptions described in the PIIP.

Subject Solution proposed in PIIP

Intention of Parties Kenya. Airports Authority (Public Partner) and KQ (Private

Partner) will intend to enter into the Public Private Partnership
in relation to JKIA

Concession Agreement The Concession Agreement to be signed between both Parties

will constitute the basis of the cooperation within this Public
Private Partnership

Concession Period

The Concession Agreement will be valid for a period of 30 years
with defined conditions for its early termination and extension

Concessionaire

The legal entity to accommodate Public Private Partnership will
be a SPV owned by KQ (subject to negotiations)
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JKIA Assets The key rationale for selecting the PPP formula as the
recommended framework for this transaction is that there is no
necessity of transferring or selling the JKIA assets.

Instead, aviation assets will be delegated to the SPV
Upgraded & developed JKIA assets will return under KAA
management after the proposed Concession Period.
Concession SPV will pay KAA negotiated, annual Concession Fee

Fee KQ and KAA shall agree on a fair concession fee model
including fixed and variable components. The fixed component
will address KAA's current liabilities and costs. while
the variable component will allow KAA to participate in the
future growth of traffic, revenues, and profits of JKIA

JKIA Revenues SPV will acquire revenue and cash-flow from everyday

operations of JKIA both in aeronautical and non-aeronautical
areas.

PPP Requirements The PIIP will ensure the viable business case of the Public
Private Partnership for KAA in particular proving project's
Value for money, Affordability and Risk allocation.

- ANSWERS TO KEY QUESTIONS

WHICH ASSETS WILL BE INCLUDED IN THE CONCESSION?
* Scope of this project includes JKIA only, while the rest of airports and airstrips in Kenya
would remain under sole management of KAA

* Assets included in the proposed concession will be limited to aviation infrastructure only
(l.e. runway, terminals, parking and aprons, car parks etc.), the detailed list of the assets and property

included in the concession will be enumerated in the Concession Agreement (i.e. after finalization
of the legal and financial due diligence)r .

« Other, non-aviation assets and property, land will remain in KAA (not included in concession);

* Assets included in the concession will be disposed to the SPV and secured through long-term lease
to ensure bankability of the concession agreement.

WHAT WILL BE THE IMPACT OF THE PROJECT ON THE PASSENGERS TRAFFIC?

« As a direct result of implementing the project, JKIA traffic is expected to grow from 7.2 million
passengers in 2017 to 11.3 by 2022,

» The base case scenario for KQ growth assumes at least 23 aircraft and more than 20 new
international destinations over the next 5 years.

* Impact of the Project on growth of passengers per year (PAX) carried by KQ and overall at JKIA
has been presented on the graph below. Further growth has been projected for the following years
to match the expected demand in the market.

Figure 12. Projected growth of passengers (KQ and JKIA)
Jomao Kenyatta International Alrport

Projected Kenya Airways PAX number Projected overall PAX number

2018 2022 2018

2022

(vs3%)

6.9
mil. PAX
| year

7.4
mil. PAX
| year

13
mil. PAX
I year




Consolidating aviation assets under Project Simba will result in revamping JKIA
infrastructure and increasing traffic of passengers to 30 million by 2049.

WHAT IS THE INVESTMENT PROGRAM AT JKIA PLANNED BY KQ?
JKIA requires significant capital investments to accommodate projected growth in traffic
and passenger numbers as well as increase the quality of service provided to its customers.

In the Concession Agreement, KQ is willing to commit to minimum capital investments in runway,
parking, aprons and terminals.

Minimum investment requirements will be subject to negotiations with KAA and will be defined
in the Concession Agreement;

Additionally, KQ commits to prepare and present to KAA annual investment plans in order to acquire
assets’ owner approval for the planned upgrades of the airport infrastruciure.

Key elements of the investment program are divided in two phases as indicated below.
Priority One investments:

Rehabilitation of Taxiway and Parking Apron — This investment will reduce the time an
aircraft remains on the runway and as a consequence increase the capacity of the airport

Remodeling of Terminal 1B, C, D - This remodeling will increase the capacity of the terminal
by 3 million passengers, annually. This is a key investment need as the terminals and not the
runway are the biggest bottleneck and capacity constraint at JKIA.

Upgrading of Category 1 runway to Category 2 — Upgrading the runway to Category 2
will increase the capacity of the airport in long-run.

Priority Two investments:
Terminal 2 — Phase | — The 1st phase of Terminal 2 construction is expected to result
in a capacity of approximately 10 million passengers annually when completed

Terminal 2 —= Phase Il — The 2nd phase of Terminal 2 construction is expected to result

in a capacity of around 20 million per annum once completed. Construction is expected
to commence in the year 2029.

LA

Vehicle Parking - The JKIA airport has a.capacity of around 2,300 parking spaces hence
there is a shortage of parking space.

KQ considers additionally investing in private jets and VIP terminals to satisfy the market needs
and enlarge the functionalities of JKIA
WHAT IS PROPOSED IN THE PIIP IN RELATION TO JKIA STAFF MATTERS?

KQ does not assume redundancy of ANY of the current JKIA employees.

KQ, in order to grow traffic at JKIA, will rely on current JKIA staff.

Moreover, the outcomes of project’s financial model clearly show that SPV will need to significantly
increase the staff number in line with the traffic growth. The graph below presents results
of the Financial Model in relation to the staff number at JKIA over concession period.

Inthe PIIP, KQ 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 12 months:

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

Employees not transferred to the SPV after secondment period will be reallocated by KAA
to other airports and airstrips .
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Figure 13. Projection of employment at JKIA within the Concession period.
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WHAT WILL BE THE SPV LEGAL FORM AND SHAREHOLDING STRUCTURE?

SPV will be registered as the limited liability company (LLC) as requested by the PPP Act

KQ proposed to own 100% of shares in the SPV subject to minor changes in the future (external
investor), final share structure, however, is subject to negotiations with KAA:

KQ commits also not to lose control over the SPV during the whole concession duration.

WILL THE PROJECT REQUIRE VIABILITY GAP FUNDING?

Financial model has been created as the inherent part of this PIIP in order to estimate expected

profitability of the Project as well as to calculate the value of concession fee paid to KAA on annual
basis;

The proposed project js self-financing and does not require additional Viability Gap Funding
(VGF); L

VGF might be, however, necessary to support KAA with financial deficit of local airports & airstrips

remaining in KAA (in case it is not covered by the variable part of the concession fee in first period
of the concession)

Consolidated KQ and SPV will be a USD 1.5 billion Company in 2019
growing to USD 2.2 billion in 2022.

WHAT WILL HAPPEN TO OTHER AIRPORTS AND AIRSTRIPS IN KENYA?

Project Need Definition clearly states that the proposed transaction shall significantly impact JKIA
position in the market, its operational efficiency and as a result traffic growth. As a consequence,
one of the important assumptions of the proposed Project is also a positive impact of strengthening
the national hub in Nairobi on all aviation assets in Kenya. Increased traffic in JKIA will definitely
affect performance of all other airports and airstrip remaining in KAA.,

It is expected that KAA will continue to manage and operate the remaining airports and airstrips

The airstrips and airports on a standalone basis had operating deficits of USD 54.1 M for the financial
year 2017
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* This will require the SPV to pay a portion of annual costs related to other airports and airstrips
which are loss making in form of the annual concession fee. The current situation arises
because JKIA, which generates around 90% of KAA's revenue and accounts for just over 50% of
costs, will not be in a position to support fully the other airports and airstrips following the concession.

Airports and airstrips remaining in KAA will be supported by development of hub
in Nairobi, however they would need to go through parallel restructuring process
in order to limit costs and become profitable assets in the future

DOES KQ HAVE CAPABILITIES TO RUN OPERATIONS OF JKIA?

» KQ applies in this Privately Initiated Investment Proposal (PIIP) to run operations of JKIA which
represents the business strongly related to operating an airline, however possessing its own
specificity and characteristic. For that reason. the Concessioner has developed the Capabilities

Growth Plan of building and utilising internal competences basing on parallel sources of intellectual
capital.

« KQ will rely on various sources of competences including current JKIA management and staff.

« KQ, however, commits to contract an external Airport Advisor to implement world-class solutions
and best practices in running the airport

« KQ include in this Proposal the following assumptions related to each of the groups:

KAA Managers. Due to the fact that JKIA represents the biggest and most complex airport

in the Country, KQ assumes building the SPV_based on Managers involved in current
operations of JKIA.

JKIA Employees. The assumption towards KAA Managers will apply also to medium-
management JKIA staff as well as employees involved in everyday operations of the airport.

Their broad experience and involvement in running this airport will become the critical success
factor of this venture.

Airport Advisor. KQ in the process of preparing this PIIP has started the selection process
of Airport Advisor which will assist internal SPV resources in day-by-day operational activities
bringing in significant international experience from other airports in the world. The initial long-
list of Airport Advisors described in PIIP includes: TAV Airports, Schiphol, Paris Aeroport,
Egis, Changi Airport (Singapore) and Flemingo Group (duty free)

Airport Professionals. Involvement of external, high-qualified and skillful staff in SPV
will become the key success factor of the project. Airport Professionals with vast experience
from international airports will be recruited as the interim-managers to support current staff

KQ Managers. Possibility of operating both hub and the national zirline create a unique
chance to utilise knowledge from both sides. However, most of KQ staff is focused on turning
around the airline, some of the Managers can be also involved in improving JKIA efficiency.

WAS THE FORMAL PROCESS FOLLOWED?

Project is being carried out in full compliance with requirements of the PPP Act 2013.

* Project was initiated by KQ in March 2018 when KQ developed and submitted to the GoK
a document called a White Paper. It explained in detail a difficult competitive situation of Kenyan
Aviation (both KQ and JKIA) and described the root causes for it. The document did not focus on

one scenario of consolidating aviation assets but provided a number of possible options for
GoK consideration.

« Following the submission of a White Paper, GoK initiated a series of consultative meetings to discuss
conclusions and determine the next steps in the project. The following parties participated in above
meetings: GoK representatives, KQ management, KAA management. The ultimate result of this

stage of the project was selection of the PPP framework as the most suitable for accomplishing the
project goals.
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The project concept of introducing the PPP between KAA and KQ have been finally approved
by the Cabinet on 29" May 2018 and announced in the public domain

Following the Cabinet's approval, KQ initiated its efforts to develop the PIIP as a formal
prerequisite defined in the PPP Act 2013. Work on the PIIP lasted from July till end of September
2018. KAA management was consulted on assumptions of the project on various stages
of development of the PIIP

KQ developed the PIIP documentation fully in line with guidelines of the PPP process,
Major argumentation of these documents was focused to address the three conditions necessary
from the process perspective ie. Value for money, Affordability and Risk allocation.
The documents also included an extensive legal analysis of the proposed transaction

The PIIP documentation (i.e. the Proposal, Heads of Terms and Financial Model) were approved

first by the KQ Board on 4™ October 2018 and submitted to the KAA the next day
on 5" October 2018.

KQ also proposed the draft of a Non-disclosure Agreement to secure the flow of data between
both parties. This document was signed on 4™ October 2018 by both KAA and KQ
management. In parallel, KQ also defined the list of the requested documents to be disclosed for
the sake of a formal Due Diligence. KQ was aware that preparation of the requested documents
required effort and time on KAA side. therefore applied for them in advance

Based on the PIIP documentation submitted by KQ, KAA approved initiation of the formal
process on 18" October 2018. On 22™ October 2018, KQ received an official letter from KAA
Managing Director stating that: “The Board.of Directors has approved initiation of formal due
diligence and engagement with KQ on the basis of the Cabinet and the PIIP",

At no stage of this process KQ enforced any solution on KAA. The PIIP documentation
was from the very beginning a KQ Proposal, though, consulted with KAA.

Due diligence on KAA started in October 2018 and lasted up till 10" February 2018.
Due to the public procurement process needed for selection of KAA Transaction Advisors,

the obligatory due diligence on KQ started on 20" December 2018 and lasted
till 10™ February 2018 as well.

In the course of a due diligence both sides exchanged documents which were crucial for
assessment of viability of the transaction. KQ itself provided KAA Transaction Advisors with over
165 electronic files and hard copies of numerous documents disclosed at KQ Headquarters

Finally, on 21% February 2019 KQ received a formal letter from the KAA Transaction Advisor
(MMC Africa) confirming submission of Negotiations Criteria by KAA regarding the PIIP by KQ
relating to the operation of JKIA to the PPP Committee

- PROJECT STATUS & PROPOSED NEXT STEPS

The project is still in the early stages. A period of 9 months was required for the Cabinet
decision necessary to reach the point of submission of the Proposal to the PPP Committee.

Therefore, proposals described in the PIIP have never been negotiated nor decided
by KAA and KQ yet.

KQ and KAA carefully follow the mode of engagement outlined by the PPP Act 2013.
Both sides have just finalised the due diligence process to assess initial assumptions made
in the PIIP.

Despite the progress, none of the transaction sides have initiated the negotiations process.
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KAA and KQ are yet to engage public in the participation process. It is essential for the public
to understand importance of the project not only to KQ, JKIA or the aviation sector, but well-being
of the employees themselves and positive impact of the transaction on the country's economy.

Figure 14. Summary of key assumptions described in the PIIP

—
CURRENT, KEY PROJECT PHASE
Kenya Aviation Project Simba Development of PIIP, Due Dlligence Signing the
smory White Paper Launch: Cabinet KQ Board approval, Reports and PPP Concession
P Decision submission to KAA Committee approval Agreement '

o o o /‘o NEGOTIATIONS B-
March 2018 May 2018 October 2018 February 2019 ?
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JKIA MARKET SHARE PER AIRLINE FREQUENCY & PASSENGER FLOW

JKIA Market Share Facts

* Looking at 2019 weekly global statistics on JKIA, KQ has the highest market share in terms of Aircraft
Movement and Passenger throughput. This is further enhanced by Jambo-Jet one of its subsidiary.

= The frequency of other airlines into JKIA and MIA is of low significant to impact on KQs revenue and

profit structures and strategy.

* The cost overruns of KQ are the one eroding the carrier market strategy management

Weekly Aircraft Frequency JKIA 2019 — KQ controls 47% & Jambo 13% Qatar 2.9%, Ethopian airline 2.8%,
Rwanda air2.8% and Emirate airline 2%.
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JKIA MARKET SHARE PER AIRLINE FREQUENCY & PASSENGER FLOW

Weekly Passenger handling by airline at JKIA 2019 - KQ controls 52.4% & Jambo 9.3%
Ethopian Airline 4.6%, Emirate 4.8%. Qatar Airways 3.6%, and Rwanda air 2.2%
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JKIA Market Share Facts

*  Looking at 2019 weekly global statistics on JKIA, KQ has the highest market share in terms of Aircraft
Movement and Passenger throughput. This is further enhanced by Jambo-Jet one of its subsidiary.

* The frequency of other airines into JKIA and MIA is of low significant to impact on KQs revenue and

profit structures and strategy.

= The cost overruns of KQ are the one eroding the carrier market strategy management

Weekly Aircraft Frequency JKIA 2019 - KQ controls 47% & Jambo 13% Qatar 2.9%, Ethopian airline 2.8%,
Rwanda air2.8% and Emirate airline 2%.
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JKIA MARKET SHARE PER AIRLINE FREQUENCY & PASSENGER FLOW

Weekly Passenger handling by airline at JKIA 2019 — KQ controls 52.4% & Jambo 9.3%
Ethopian Airline 4.6%, Emirate 4.8%. Qatar Airways 3.6%, and Rwanda air 2.2%
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44 Douala (DLA), CM _ ) ) 886.195 0.32&
45 Yaoundé Nsimalen (NSI), CM o _ - ) eran 020%
‘46 Bangui(BGE),CF 821.306 0.29%
47 Lubumbashi (FEM), CD 742,348 0.26%
48 Ndola (NLA), ZM _ S T 025%
) 49 \Victoria Falls (VF:\), ZW h V - - g s . 939,5_15 0,23%‘
50 Eldoret (EDL), KE T 631812 0,22%
51 Dzaoudzi (D2A), YT 606910 0.22%
52 Libreville (LBV), GA ' _ sen32s 021%
" 53 Malindi (MYD), KE - o . ) ) 522417 019%
T S4 Ukunds (UKALKE : _ 481529 0.17%
§5 Blantyre (BLZ), MW . ) 463028 0,_16%
% PembaPOLL Mz T i _ ’ 87738 o1
57 Kiimanjaro (JRO). TZ o 7 ‘ 346,065 0.12%
58 Luanda (LAD), AO 284,190 0,09%
58 Bujumbura (BJM), BI n 251212 0,09%
80 Djbouti (MB),DJ o ) - - i 152180 0,05%
61 Lamu (LAU), KE . ) - 117,543 0.04%
.82 Seiyun (GXF), YE 115.953 0.04%
. 63 dﬂfﬂ’;ﬂfl (GGR]- S0 - - - - . ’ B4 249 7 0.03%
64 Galcaio (GLK), SO - ' ‘ - 176 0,02%
65 Musoma (MUZ), TZ 31,487 0,01%
66 Dubai World Central (OWC), AE o 0,00%
67 Lige (LGG), BE - " 0,00%
§ 6 Lond“ohri S?anliod (-STI\'I)‘ GB- o [¥] . 0,00*
1] Maastricht (MST}, NL 0 0.00%
70 Mwanzawwz), Tz T ) - e 0.00%
71 Sena(saMnve T T o= B T o i o ooo%

;!odu-o-lt Data ‘Exp;‘

ch-aviation applies the followi g methodology for aircraf seat configurations/capacity calculations to ensure comparability across all carriers
worfdwide:

= Economy Plus/Comfort vs. Premium Economy: ch-aviation only considers cabins to be Premium Economy If the maximum number of
seals per row (Max Abreast) is al leas! 2 seals less than the maximum number of seats th
for the aircraft type (i.e. 10 for a B777) no matter what the actual maximum abreast config

* Business vs. First: ch-aviation only considers narrowbody cabins to be First Class if the maximum number of seals per row (Max
Abreast) is 2 and widebody cabins to be First Class if the maximum number of seals BCross per row is 4 (unless there is a Business and
First Class cabin Installed on the aircraft and the First Class cabin has more than 4 seals across per row in these exceplional cases).

Roule and Schedule data provided by OAG Aviation Worldwide Limited, Alrcraft configurations based on ch-aviation fleel data.
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Nairobi Jomo Kenyatta International NBO HKJK
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Info | Terminals . Capacity Crew Bases News
Flight Information Timetable
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Airport Type Civil Airport
Metro Group Nairobi
Country Kenya
Alrica
Local Time 08APR2019 10:22

Coordinates
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Maps
Show airport in Google Earth
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Nanyuki NYK HKNY
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Kenya
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Kenya
Kenya
Kenya
Kenya
Kenya

https://www.ch-aviation.com/portal/airportss

QOO

MATIAS NAMAI (matiadasa)

Account Settings  Logout

Capacity Schedules

" Need help? - FAQ on Airparts Print View

Most Popular
Mogensen seeks $40mn 1o
restart WOW air under new
firm

Poland's Enler Air wel-

Distanca Leﬂaoses B737 from Go2Sky
13 km /8 mi

81km /50 mi Germania liquidators open
140 km / 87 mi ;"r;"c‘:'eg:;;“;ﬁ'gv

142 km / 88 mi b -

152 km / 94 mi Canada's Jetlines axas

AerCap lease, defers

172 km / 107 mi launch 10 4019

188 km / 117 mi
187 km / 116 mi
199 km /123 mi

Indonesia's Travira Air
acquires maiden
ATR72-800

Get our RSS Feed t“n

4/8/19, 10:22



TR MWL VLAY ARy Glla LG aLluildl < CI-4v1ation

of 2

Statistics Airlines based

‘ N_r_a__-ﬂslorgq_ -
Alrcraft lerminated
Departures today
Carrlers operaling
Airqgﬂygcs_operaling_
Countries served
Destinations served

ch-aviation online subscription Data Feeds
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Nairobi Jomo Kenyatta International NBO HKJK
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Info Terminals = Capacity ~ CrewBases  News
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Air Mauritius (MK)
EgypLair (MS)
Jambojet (JM)
Kenya Airways (KQ)
KLM Royal Dutch Aidines (KL)
Precision Air (PW)
RwandAir (WB)
Saudia (SV)
South African Airways (SA)

Terminal Information
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China Southem Aifiines I - 436 0,40%
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Safan Express C!roo ) o i o 1] ) b OOD%
Safe Air - - - _ 0 0.00%
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Requ;-sl Data Export}

ch-aviation applies the following methodology for aircraft seat configurations/capacity calculations to ensure comparability across all carriers
worldwide:

+ Economy Plus/Comfort vs. Premium Economy: ch-aviation only considers cabins to be Premium Ecanomy If the maximum number of
seals per row (Max Abreast) is at least 2 seals less than the maximum number of seats that could physically be fitted in Economy Class
for the aircraft type (i.e. 10 for a B777) no matter what the actual maximum abreast configuration on that aircraft is.

« Business vs. First: ch-aviation only considers narrowbody cabins to be First Class if the maximum number of seals per row (Max
Abreasl) is 2 and widebody cabins 1o be First Class if the maximum number of seats across per row is 4 (unless there is a Business and
First Class cabin installed on the aircraft and the First Class cabin has mare than 4 seats across per row in these exceplional cases).

Route and Schedule data provided by OAG Avialion Warldwide Limited. Aircraft configuralions based on ch-aviation fleet data.

ch-aviation online subscription Data Feeds About ch-aviation Legal Information Contact

ch-aviation PRO ch-aviation raw dala feed Aboul us Terms and Conditions ch-aviation GmbH

Fleet Web check-in link data Advertising opporiunities Privacy Policy Quaderstrasse 8

Fleet Ownership Careers Impressum 7000 Chur

Charter Aircraft Switzerland

Conlacts Phone: +41 (0) 44 508 47 07
Schedules feedback@ch-aviation.com
Capacities

pss

© 1998-2019 ch-aviation GmbH. All rights reserved,
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ch-aviation applies the followin,

worldwide:

« Economy Plus/Comifort vs. Premium Economy: ch-

seals per row (Max Abireast) is al least 2 seats les:
for the aircraft type (i.e. 10 for a B777) no matter
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@ methodology for aircraft seat configurations/capacity calculations to ensure comparability across all carriers

aviation only considers cabins to be Premium Economy if the maximum number of

s than the maximum number of seats that could physically be fitted in Economy Class
whal the actual maximum abreast configuration on that aircraft is.
narrowbody cabins to be First Class if the maximum number of seats per row (Max

Class if the maximum number of seats across per row is 4 (unless there is a Business and
he First Class cabin has more than 4 seals across per row in these exceplional cases).

Limited. Aircraft configurations based on ch-aviation fleet data
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Abreast) is 2 and widebody cabins to be First Class if the maximum number of seats across
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Foreword

Our mandate is to provide aviation facilities, infrastructure and services to support national economic growth and social progress,
including cultural development and global i

accessibility. This Five Year Strategic Plan, covering the period 2013-2017 is meant to
enable us realize this mandate.

The Plan has been developed through a consultative process with key
Kenya Vision 2030, the economic bl
providing a high quality of life to all j

stakeholders and also aligned to the provisions of the
ueprint that aspires to transform Kenya into “a newly industrialized, middle incorn

e country
Is citizens in a clean and secure environment”,

The aviation industry continues to be highly dynamic with its future premised on facility adequacy, cost consciousness and
enhanced service orientation in a sustainable environment. The Board of Directors and the Management therefore reviewed the
Strategic Model to achieve this alignment. Thus our Vision is “Globally Competitive Adrport Facilities and Services”. Our
Mission is “To provide efficient and effective airport facili

ties and services in a sustainable environmenit”, Customer

focus, Team Spiriy, Integrity, Professionalism, Good Governance and Innovation are our underlying values in service
delivery.

To achieve our objective, we will focus on transformational leadership, succession planning programs, investing on training and
human capital development activities. The Authority will re-engineer i

its values and implement a Culture Change management
program that will be aligned to this Plan, Employee productivity and a robust compensation system will be put in place after job
evaluation and reorganization of the structure,

Prudent talent management is critical in the realization of the aspirations of this P
evaluation and the attendant reorganization of the structure, backed with the desired culture orientation 10 support the
implementation of the Plan. The structure will reinforce research and development activities in the Authority. We will deploy
appropriate policies, systems and processes including information and communication technology to support quality service for
superior operational and financial performance. In this respect, our strategy on business process automation will be reviewed to

provide the necessary leverage including possibilities of integration with other service chain players. Our future business focus
will explore possibilities of offshore investments.

an. To this end, we will undertake job

We are also happy with the committee e

stablished by our parent ministry to oversee the rehabilitation, maintenance and
management of public airstrips.

The Board of Directors will provide the requisite policy direction and oversight based on feedback from periodic monitoring and
evaluation reports 10 ensure success of this Strategic Plan. We thus wish 1o reach out 1o our stakeholders 10 embwace this Plan and
work with us towards successful implementation.

I'wish 1o thank all those who participated in the formulation of this Strategic Plan for a job well done.

I"rol' MulumaMugambl
Board Chairman

1 . S 0 Kenya Airporis Authority
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Preface

This Plan outlines the requisite sery
autlook, the Plan has also taken ir

ice portfolio to meet the projected demand growth in air travel market. Besides the industry
stakeholders.

W0 account mitigation measures 10 address our risk exposure as well as our obligations (o

This Plan is premised on superior service quality and therefore addresses facility and infrastructure facelift for JKIA
airports and public airstrips, general improvement of auxili
facilities and facilitation of intermodal link with railway system

and other
ary infrastructure within the airports, convenience and comfort
o augment service delivery.

Service with integrity will be our driving force intent on handling customer concerns within the provisions of our Service Charter.

Our quality management system will thus be gradually progressed to AS9100 which is aviation specific. Systems and processes
will be put in place within the airports to ensure the comfort, safety and security of our customers. Research
initiatives will be pursued to inform the future direction of the business. Forw
way of securing land for future development. We will also improve procuren
enhance business performance

and development
ard planning will also be observed, in particular by
nent cycle time as well as project implementation 1o
- A mechanism will be put in place to co-ordinate service chain players 1o cultivate the necessary

synergy. Sustainable development will also be ensured through sound stewardship of the physical environment in all areas of our
operations.

The Plan has incorporated deliberate provisions to support commercial revenue generation to improve revenue security and avail

resources for facility modernization. Improved financial performance is also expected to be achieved through elaborate
sustainable business initiatives stipulated in this Plan.

Employee skills, competencies and productivity will be enhanced and
support implementation of the Plan. Monitoring and evaluation will
performance management system. Senior management will periodical
my office will submit feedback reports to the Board of Directors on ag

a business supportive culture put in place and nurtured 1o
be done at all levels of operation through an all-inclusive

ly review progress on the implementation of the Plan while
reed timelines.

I hope and believe that this corporate road map will deepen partnerships with all Airlines led by our base carrier, Kenya Airways,
service chain players, international and domestic partners and also enable us forge closer collaboration with the regulator, KCAA
and our parent Ministry of Transport and Infrastructure .

I wish to take this opportunity to sincerely thank the B
participation in the development of this Strategic
Consulting Africa Limited, through the

oard of Directors, Management and Staff for their collective and individual

Plan. 1 also wish acknowledge the input of the Consulting Firm, Alpex
ir facilitative role and expert guidance in the preparation of this Plan.

It'is my conviction that good teamwork in the implementation of this Plan will sho

i rten our journey to the desired future of
achieving “Globally Competitive Airport Facilities and Services”.

Ms. Lucy Mbugua
, . :

iy ' . 0 Kenya Airporls Authority
v

TSeiag wer iphis digt”



Table of Contents

Foreword
Preface
List of Tables and Figures
Acronyms
Definition of Terms
Executive Summary
1: Introduction
1.1 Background
1.2 Mandate
1.3 Role of Our Airports in National Development
1.4 Plan and Performance 2010-2014
1.4.1 Plan
1.4.2 Performance
1.5 Challenges
1.6 Key Success Factors
1.7 Rationale for the Strategic Plan 2013-2017
Situation Analysis
2.1 Global Operations Environment
2.1.1 Market Outlook
2.1.2 PESTEL Analysis
2.2 SWOT Analysis
2.3 Stakeholder Analysis
2.4 Risk Analysis
3: Strategic Model
3.1 The Vision
3.2 The Mission
3.3 Core Values
3.4 Pillars of Excellence
3.4.1 Expected Outputs
3.4.2 Corporate Scorecard
4.0 Implementation of the Plan
4.2 Quick wins
5:0 Financing the Strategic Plan
5.1 Cash flow projections
6.0Monitoring and Evaluation
Annex: Implementation Matrix

]

List of Tables and Figures

Table 1: PESTEL Analysis

Table 2: Strengths and Weaknesses
Table 3: Opportunities and Threats
Table 4: Stakeholder Analysis
Table 5: Risk Analysis

Page

SCOOCTORRENGDLEWN—

— o - - -
SwmoaooSSas

—
i

16
16
16
16
18
19
21
21
22
22
24
3

12
13
13
14
15

®

Kenya Airports Authonity
VelFieg o gl b



Acronyms

AODSB Alirpornt Operations Database

BSC Balanced Scorecard

CBD Central Business District

CCrv Closed Circuit Television

EIA tldoret International Airport/Environmental Impact Assessment
ERP Enterprise Resource Planning

FIDs Flight Information Display System

FBO Fixed Base Operator

GoK Government of Kenya

HQ Head Quarters

ICAO International Civil Aviation Organization
ICT Information and Communication Technology
JKIA Jomo Kenyatta Intemational Airport
KAA Kenya Airports Authority

KCAA Kenya Civil Aviation Authority

KES Kenya Shilling

KIA Kisumu International Airport

KQ Kenya Airways

KPLC Kenya Power and Lighting Company
LAN/WAN Local Area Network/Wide Area Network
MIA Moi International Airport

MTP Medium Term Plan

NEMA N

ational Environment Management Authority

P-PESTEL Folicy, Political, Economic, Social, Technological, Environmental, Legal

R&D Research and Development
RRI Rapid Results Initiative
SLAs Service Level Agreements
SWOT

Strengths, Weaknesses, Oppontunities and Threats
WAP Wilson Airpon
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Definition of Terms

Aircralt Movements: An aircraft take-off or landing at an airport

Passengers: Enplaning (embarking) and deplaning (disembarkin

B) passengers at an airport, including passengers who are
continuing their journey to a final destination.

Cargo: Freight (inclusive of mail) loaded or unloaded at the airport.

Aeronautical Revenue: Revenue derived from aeronautical sources. These include charges such as aircraft landing and takeoff

fees, aircraft parking charges, passenger service fees, fuel throughput fees and security charges, where applicable.

Non-Aeronautical Revenue: Revenue derived from non-aeronautical sources. These incly

rental and non-terminal facilities, concessions for food & beverage, retail and advertising,
parking, hotel and ground transportation.

de charges such revenues from land
rental cars, public and employee

Recurrent Expenditure: These are regular expenses such as salaries, wages,

maintenance and other general expenses, These are generally operating expe
debt servicing and depreciation,

administrative expenses, normal repairs and
nditures, but exclude non-operating costs such as

Capital Expenditure (CAPEX): Funds used to acquire

or upgrade physical assets such as terminal buildings, pavements or
equipment. This may also include funds used to make

major repairs such as on roofs.

Customer Delight: Feeling a customer experiences after receiving a good or service th

at significantly surpasses expectations. It is
measured in terms of a customer perception index.

Passenger handling capacity: The number of

passengers that can be processed by the terminal facility annually. This is based
on the design capacity of the terminal facilities,

Cargo handling capacity: The amount of cargo, in tons, that can be accom

modated by the cargo terminal facility annually. This
is based on the design capacity of the cargo terminal facilities.

Runway and taxiway availability: Runway is a defined rectan
take-off of aircraft whereas taxiway is defined rectangul
Availability measures percentage of time the facility is i

gular area on a land aerodrome prepared for the landing and
ar area on a land aerodrome prepared for aircraft maneuvering.

n operational readiness, net of scheduled maintenance.

Key equipment availability: The key equipment considered here includes conveyor belts, runway lights, stand-by generator
sets and security equipment. Availability measures the percentage of time the key equipment is in operational readiness, net of
scheduled maintenance.

Aircralt Parking Stands: These

are the aircralt parking slots available for use at the
remote stands,

airport. They are either contact stands or

Aircralt Maintenance Hangars: These are cles;

gnated areas or structures for holding aircraft either for mainte
manufacture, assembly and storage.

nance, repair,

Utilities: These are suppoit services for facilitating operations and include electricity and water supply.

Car parking Capacity: These are the car parking slots available for use at the airport.

Access Roads: These refer to roads providing a means of entry into an area within the airport.
Convenience Facilities: These refer to facilities provided at the airport for the convenience of users,

particularly the travelling
public. These include holding lounges, toilet faci lities, automated check

-in kiosks and parking facilities, among others,

at the airport for the comfort of users, particularly the travelling public.
and children play rooms, among others.

Comfort Facilities: These refer to facilities provided
These include duty free shops, airport hotels, eateries

Commercial Facilities: These refer to facilities provided commercial use. These include car parking garage, cargo and
passenger terminals, airport hotels, fuelling stations, among others.

Inter-modal connectivity: This refers to interlinking of air, ground and rail lransportation systems to provide seamless transport
services.

Stakeholder Relations: It is the process of engaging stakeholders in the
seeking and accommodating the views of the stakeholders while conduc

Preventive Maintenance:
purposes.

process of conducting the airport business. Il involves
ting the business.

This refers to shutting down of equipment and systems for scheduled preventive maintenance

Project Management: This is the process of planning,
project beginning and end period.
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organization and executing a project to completion. It has a defined




Praject Cycle Time: This is the defined project initiation and completion time.

Management Information: These refer to the various media for communicating information to the management and include
various reports and briefings, among others,

Outsourced Services: These refer to the various services delegated to third parties for delivery. These include environmental
management and car park management.

Conducive Work Environment: This refers to the provision of comlortable working environment 1o promote optimal

productivity. This may be in the form of appropriate working tools, safe, sufficient and clean working space, and provision of
utilities such as drinking water, among others.

Skills and Competency: This refers to enhancement of capacity to perform of the staff through training and exposure to business
dynamics.

Employee Welfare: This involves putting in place systems and processes o ensure that the employees are taken care of
wholesomely. This includes appropriate benefits scheme, career progression scheme, among others.

0 Kenya Airports Authority
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Executive Summary

This Plan aligns our business strate
to boost service delivery 1o custo
blueprint which aims to transform
life to all its citizens in a clean
infrastructure adequacy,

gy to the Kenya Vision 2030 Medium Term Plan 20132017 and alen addresses 4. tttative
mers within the framework of aviation industry outlook. Kenya Vision 2030 is an economic
Kenya into “a newly —industrialized, middle-income country providing a high quality of
and secure environment”, Aviation industry outlaok points to a future defined by facility and
cost consciousness and service orientation in a safe and secure sustainable environment.

The Plan was developed through a participatory and consultative process involving the Board of Directors, Management, Staff
and key stakeholders to ensure ownership and simplify implementation.

Our Strategic Model was also reviewed, as detailed below, to conform to the industry outlook:

Vision: “Globally competitive airport facilities and services”

Mission: “To provide efficient and effective airports facilities and services in a sustainable environment”.

Core Values: (i) Customer Focus; (i) Team Spirit; (iij) Integrity;
Innovation.

(iv) Professionalism; (v) Good Governance; and (vi)
The pillars of excellence in the Plan are:

1) Airport facilities

2)  Airport Services

3)  Sustainable Business

4 People and Culture

5) Technology

6) Innovation

7). Security and Safety;

B8 Stakeholder Management.

The carresponding strategic objectives are to:
(i) provide adequate modern airport facilities;
(i) improve customer experience;

(i) increase revenue, optimize cost and enst
(v} develop human capital;

) enhance utilization of information and co

e corporale governance and environmental sustainability;

mmunication technology in business processes;
(Vi) undertake research and development to support business growth;

{vii)  improve safety and security; and
(viii) - Improve stakeholder engagement.

Implementation of the Plan will be done throy

gh Performance Management System. Monitoring and evaluation will be
ensure timely implementation,

done 1o

The Plan is organized into Seven Sections:

>  Section 1 gives the introduction and background information includin

g role of our airports in National development,
performance and challenges of the 2010-2014 pI

an, key success factors and justification for the current Plan;

7 Section 2 presents Siluation, SWOT, PESTEL, Risk and Stakeholder analyses including review of the market outlook;
> Section 3 outlines the strategic model, pillars of excellence and their expected outputs and the corporate scorecard.
»  Section 4 deals with implementation of the Plan;
#  Section 5 deals with financial resources and Section 6 the Monitoring and Evaluation Framework.
e -_— T ——— 0 Kenya Airports Authority
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I: Introduction
1.1 Background

The Kenya Airports Authority (KAA) is a bod

y corporate established in 1991 by an Act of Parli
of the Laws of Kenya to provide and manage

ament, the KAA Act, Chapter 395
aviation infrastructure, facilities and services.
KAA is currently responsible for the management of Jomo Kenyatta International Airport (JKIA), Moi Intemational Airport (MIA),
Eldoret International Airport (EIA), Kisumu International Airport (KIA), Wilson Airport (WAP), Malindi Airport, Lokichogio Airport,
Wajir Airport and Ukunda, Kitale, Lodwar, Garissa, Kakamega, Manda and other public Airstrips.

1.2 Mandate

Its specific functions are to:

a) administer, control and manage aerodromes;

bl provide and maintain facilities necessary for efficient operations of aircrafts;

¢ 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;

i provide such other amenities o facilities for passengers and other persons making use of the services or facilities provided
by the authority as may appear necessary or desirable; and

8 approve the establishment of private airstrips and control of operations thereof,

Kenya Civil Aviation Authority, another public sector player in the

regulatory functions while the Ministry of Transport and Infrastructure
tariffs,

aviation industry, provides air traffic control services and
is responsible for policy direction and approval of aviation

1.3 Role of Our Airports in National Development

Our airports facilitate trade in fresh produce, general merchandise and dry ca
and security operations, employment, sports and global accessib
Country. The sector contribution to the economy is derived from
chain and expenditure of the sector employees. Employment inclu

g0, tourism and business passengers, humanitarian
ility and hence critical to the economic development of the
airport operations, airlines and ground services, sector supply
des direct, indirect and induced placements.

Our flagship airport, JKIA has a large catchment area that enables global accessibility and improves the competitiveness of local

businesses in terms of sales, logistics and inventory management, production and customer support. Airponts like Lokichoggio
and Wajir facilitate humanitarian and security operations in their respective catchment areas.

Kenya Vision 2030 is an economic blueprint that targets a globally competitive and prosperous Nation with a high quality of life
by 2030. The Blueprint is organized into economic, social and palitical pillars. Economic pillar targets sustained economic
growth rate of 10% per annum. Social pillar aspires a just and cohesive society enjoying equitable social development in a clean
and secure environment while political pillar targets issues based, peaple centered, result oriented and accountable demacratic
political system. The Blueprint is phased in a S-year rolling Medium Term Plan (MTP).

The airport system is a key enabler of the country’s Blueprint in the areas of infrastructure development and associated services.

The first MTP concluded in 2012 with JKIA aircraft parking stands increased from 12 lo 37, construction of 2 additional laxiways
and fuel hydrants system and development of Unit 4 and the Multi-storey car park which are 55% complete. At MIA, remedial
works on pavement rehabilitation were in progress awaiting reconstruction while in KIA a new terminal building and aircraft
apron were constructed and the runway extended to 3.3 km and widened to 45m. Terminal buildings were completed at
Malindi, Wajir and Manda and pavement rehabilitated at Isiolo. At least 50 public airstrips were rehabilitated 1o support
humanitarian, administrative, business, security, and tourism and logistical activities.

Phase Il MTP covers 2013-2017 with KAA expected to rehabilitate and maintain
projects of focus include Green Field Terminal and associated facilities and second r
MIA, construction of cargo apron and runway strengthening at KIA,
construction of terminal building at Isiolo, development of an inter
Alrport. In the same period
Integrated National Transport Sector Palicy targets recovery of aero
light rail transport system to connect MIA 1o its CBD and enh

airports and public airstrips. The airports
unway at JKIA, pavement reconstruction at

drome land illegally acquired by third parties, construction of
ancement of safety and security of aviation installations,

i N 0 Kenya Airports Aathority
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1.4 Plan and Performance 2010-2014
1.4.1 Plan

The Plan focused on the realization of the following eight objectives:-
I. Revenue Enhancement and Cost Management:

2. Infrastructure and Facilities: To enhance the ¢

meeting stakeholder’ expectations.

3. Security: To enhance security and capacity in all Airports to meet ICAO and N

requirements and create awareness on security threats.
4. Safety: To enhance safety in all airports to meet the N
other relevant aerodrome safety requirements,

5. Automation: To strengthen business process automation and use of ICT to facilitat

tapping of emerging revenue-generating opportunities with a view (o
sustainability.

6. Employee: To enhance staff capacity and welfare levels;

corporate culture; facilitate effective communication;
mainstreaming plans.

7. Environment: To implement green initiatives to ensure compliance
requirements.
8.

1.4.2 Performance

The following are the achievements during the previous plan period: -
Revenue Enhancement and Cost Management: Air passenge
operations while existing ones enhanced their frequencies, staff t
Management system was improved and risk manage

Infrastructure and Facilities: the master plans and land use pl
associated facilities was in progress alongsid
was regularized and FIDS improved. At KIA new terminal buildi
45m alongside development of associated facilitie
buildings were put up at Malindi and Mand

Security: reviews were done on airports security programs and procedures and
and ad hoc security quality control were done in all airports. Airports with de
plan implemented. Staff were recruited, trained and deployed and X-r
detection machines put into use. CCTV media is unde
contingency plans were updated across the entire airport system.

Safety: Safety guidance manuals were developed for JKIA and MIA and emergency pl

MIA received lighting equipment. MIA, Wilson, EIA and Wajir received one am

fire tender each, MIA 3 and JKIA 2 foam tenders. JKIA and Malindi acquired 1 comma

fescue car. A static tank was put up in Kisumu, JKIA a
exercise alongside Kisumu Intermnational Airport. Safety semin
Management framework put in place in all airpornts. All airports also received bin.
Automation: ERP system was implemented coverin
Management with other components planned for im
was put in place alongside corporate intranet. LAN was outst
accomplished. Staff were recruited and trained.

Employee: training needs analysis was done which info

implemented, change Management was in progress as w
mainstreaming policy was developed and implemented.

_—.77°-‘ n

To mabilize financial resources and develop mechanisms for efficient
and effective utilization of resources to enhance the financial viability and sustainabilit

apacity of infrastructure
implementation with a view 1o meeting traffic demand, addressing capaci

y of the Authority.

and facilities through prudent planning and
ty constraints, ensuring business growth and
ational Aviation Security Program

ational Aerodrome safety requirements as stipulated by KCAA and

e operational efficiency and enable the

enhancing profitability, financial viability and

with international

deficiencies for Loki
ficiencies were deve

automate the human resource processes; develop an appropriate
and develop succession, employee recognition and gender

and local environmental

Customer Service: To strengthen customer service delivery mechanisms and enhance the corporate

image of the Authority.

T service charge was reviewed, new airlines commenced
ransport services at |KIA and Mi

A were outsourced, quality
ment framework was put in place.

ans were developed, construction of JKIA Unit 4 terminal and

€ preparatory activities for the airpont infrastructure upgrade. At MIA power supply

ng was built, runway extended 10 3.3 km and also widened 1o
s. Construction of fire station was in progress at Wilson Airpont. New terminal
A, pavement at Isiolo was improved and public airstrips were rehabilitated.

and EIA rectified, scheduled
loped and corrective action
ay machines, walk through metal detectors and explosive
1 upgrade at EIA, MIA and KIA and total overhaul

at JKIA. Emergency

ans reviewed and implemented. JKIA and

bulance each. Wajir, Kisumu and FIA received 1

nd car each with JKIA also receiving 1
nd MIA were re-certificated and also carried out full

scale emergency

ars were conducted and functional bird and wildlife hazard

oculars for surveillance of birds.

—

g financial management, procurement and logistics and human resources
plementation in phase Il. AODB also implemented at MIA and JKIA. WAN
anding and business continuity management system was partially

rmed subsequent training program, leadership development plan was
ell as the performance Management system and gender and disability

Kenya Airporis Aathocity
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Environment: energy audit was done with implementation expected to address reduction in consumption. Waste m
audit was done and implementation under plan. Trees were planted at EIA
annual environmental audits done

anagement
and JKIA. All projects undergo impact assessment and
at mainstream airports, 2 environmental management experts were recruite.

Customer Service: product impravement was |

mplemented in various airports and culmin
on service delivery, staff beef up done.

ated in improved customer perception
1.5 Challenges

The following challenges were encountered in the implementation of the Plan:
1) Airport infrastructure constraints in terms of age and size- |KIA

2) Subsidizing airports which operate as costs centres;

3) Encroachment of land earmarked for facilities development

4) Land use incompatibility by neighboring communities
5 Funding facility expansion

0) Dynamism in customer demands and expectations and security threat trends
7) Implications of duty free contracts signed in 1989;
8)

Delays in the implementation of projects; and
9  Effects of pilferage and vandalism.

1.6 Key Success Factors

Our future success, as informed by aviation industry outlook, requires the following:
1) enhanced delivery of service to customers

2) upgrading and maintenance of facilities to support service delivery;

3) raising the contribution of non-aeronautical revenue to enhance financial viability;
4) complying with National Standards in the provision of safety and security of the airports and their users;
5)  ensuring sound environmental stewardship in the areas of noise, pollution, local air quality, climate ch,

6) use of information and communication technology to enhance business performance;
7) structured engagement of stakeholders;

8)  securing land for future expansion;
9) impraving staff productivity;
10} effective management of outsourced service praviders;

1) quality enhancement; and
12)

ange and land use;

effective monitoring and evaluation framework of the Strategic Plan.

1.7 Rationale for the Strategic Plan 2013-2017

The review of the Plan is informed by the need to align the strategy with the Kenya Vision 2030 Medium Term Plan 2013-2017
and also 1o respond to the industry demands and outlook.

— 0 Kenya Airports Authority
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2: Siwation Analysis

2.1 Global Operations Environment

Capacity Constraints on Demand
In 2007 Airport Council Interna

demand and factors that influence aviation traffic. On constraints

infrastructure in other regions except North America
concern in all regions. Apron was a concern in all regions except Europe and North America.

Factors Impacting on Aviation Traffic

On factors that promote aviation traffic, all regions ranked economy
first perhaps because of the dominance of international traffic. Othe
favorably. Low costs expansion ranked favorably in other regions ex
low cost business model could be due to high level of regulation in th
from economy, the Middle East ranked hubbing activity, open sky an
its long haul operation. Africa’s full preference in the order of im
activity, low costs and expansion of base carrier.

On factors that dampen aviation traffic, high fuel costs ranked first in North America,

due to the expansive domestic aviation market in North America and long haul operal
East. North America also ranked bankc

competition and infrastructure. Airport
secondary airports leading to overlappin
ranked high in all regions except Latin Americ
260 million passengers, will not be served by
airside infrastructure, fuel costs,
arrangements and airport co
the European Union in 2012

a and North America. Euro-control esti

mpetition. Environmental restrictions include penalties o

Revenue Structure

Non aeronautical revenue is important in cushioning operating income
reduces operating costs for aircrafts as its profits are re-inves
facility expansion and upgrade and also leads to better credit rating of 1
investments. Globally, non-aeronautical revenues account for 46% of the
car parking 18%, property income 19% and others including car renta
and Asia Pacific
strength of Asia on retail is due to extensive duty free options with strong internation

proportion of long haul passengers with good purchaing power. North Americ
domestic traffic and car rental

2.1.1 Market Outlook

Air travel is positively related to economic growth. The aviation market is

with the global passenger traffic and air cargo each projected to grow by 5.0%
airplanes, valued at US$ 4.8 trillion,

Africa’s economy is projected to expand by 4.4%
manufacturing and services. Air travel, on the other hand, is projected to grow by 5.7%
connectivity mainly with Europe and development of intra-regional hubs in response to
increased urbanization and emergence of the middle class. South Africa
Casablanca, Algiers, Tunis, Dakar, Addis Ababa, Nairobi and Accra are major gateways.
Alr cargo and airplane fleet are projected to expand by 6.6% and 4.0%
planes costing US$ 130 billion to meet demand growth. Single aisle a
airplanes making 50% of the deliveries.

new airport is estimated to cost US$ 750 million same as Rwanda US$700 million and Seneg,

an additional terminal 3 and 3 runway at US$554 million while Tanzani
Kilimanjaro International Airport.

.

tional conducted a survey on constraints airports in different regions f
. Noise was a concern in Europe and
and runway in the case of Europe. Capacity of terminal baildings was a

ace in meeting future
North America, airside

as the most important, except Africa which ranked tourism
r regions, apart from the Middle East, also ranked tourism
cept the Middle East and Africa. Negligible penetration of
e twa regions and skewed benefit to passengers only. Apart
d expansion of base carrier favorably perhaps on account of
portance was tourism, open sky, economy, trade, hubbing

Asia and the Middle East. This could be
ions in the case of Asia and the Middle

g catchment areas and hence competition among airports. Infrastructure limitations also
mates 10% of the demand, equivalent 1o
2030 due to capacity constraints. Africa’s concern in the order of magnitude was
infrastructure, surface, environmental restrictions, bankcruptcies, external shocks, bilateral

n carbon dioxide emissions introduced by

and enhancing financial viability. Its growth also
ted in airport infrastructure thereby avoiding costly borrowing for
he airports and atiractive assets for private sector
overall revenue. Out of this, retail accounts for 28%,

I, advertising and food and beverage, 35%. Latin America
get at least 40% of their non-aeronautical revenue from retail and 31% for the case of Africa

and Europe. The

al brands, brand awareness and high
a gets 39% from car
19%. Asia Pacific makes 26% from property rent and Africa 23% and Europe 21%.

parking due to strong

projected to remain buoyant for the next 20 years

per annum. Boeing projects that 35,280 new
will be acquired to replace older and less efficient ones to meet fleet growth.

per annum over the same period driven by commodity markets,
per annum attributable 1o inter-regional
economic growth, demographic boom,
and Egypt are the main regional hubs while

per annum respectively. Africa will require 1,070 new
irplanes will dominate the new fleet with wide body

port facilities with aggregate expenditure
ojected growth. Libya is developing a facility in Tripoli at US$ 1.390 million to serve 20

N new passenger terminal and associated facilities at Benghazi. Sudan's
al US$ 690 million. Cairo targets
a will spend USS 527 million to rehabilitate

Kenya Airports Authorily
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Locally, the economy improved by 4.6% in 2012 and is projected to expand by 5.7% in 2013 and 6% in 2014 en-route to 10%
envisaged by Kenya Vision 2030. Agriculure, 1.

ade and services are the main drivers of the growth. On the aviation from,
passenger traffic is projected to grow by 5%, cargo 8% and fleet movement 3% per annum. Kenya Airways, the nationa) carrier,
In its 10 year investment program dubbed project Mawingu is implementing fleet modernization and expansion, route
development and expansion which require upgrade and expansion of airport facilities and infrastructure.
Ethiopia is emerging as a strong aviation gateway in Africa due to better facilities and infrastructure and elaborate state support
in infrastructure upgrade and expansion, fleet modernization and upgrade and route development and expansion.

2.1.2 PESTEL Analysis

PESTEL Analysis looks at the factors within the operating environment that

are political, economic, social, technological,
environmental and legal in nature and their implications to the operations of KAA s

ummarized in Table 1 below:

Table 1: PESTEL Analysis

Observations | Implications

Political Environment

Perceived insecurity due to politics or otherwise leads Decline in traffic throughput and associated revenue
to travel advisories

Encroachment of aerodrome land

Land use incompatibility and reduced amount of land for

facility developmemn

Economic Environment

Decline in business performance

Costly facility development

Increase in operations cost

Decline in transit traffic

Social Environment

Customer dissatisfaction

Increase in wage bill

Undermines safety and security of our airports

Technological Environment

Systems upgrade to keep pace

Adoption of proactive management style
Ecological Environment

Climate change, noise, local air quality and pollution Effective mitigation

Global economic recession

High interest rates for investments
High inflation rate

Competition for hub traffic

“Pilferage and vandalism

Demands for higher wages by trade unions
Hostility by neighbouring communities

Rapid technological change
Growth of social media

Legal and Regulatory Environment
The  Constitution, local _ statutes and  relevant Compliance
international laws

N oﬁ, e 0 Kenya Airports Authority
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2.2 SWOT Analysis

The SwWOT analysis, summarized in Tables 2 and 3,
threats and Opportunities for consideration in the delivery of our Mandate,

Table

Strengths

. Home to KQ, one of the main airlines in East

O

2: Strengths and Weaknesses

and Central Africa region
Strategic location

Skilled and motivated staff
Strong leadership base
Business automation

Strong asset base

150 9001-2008 certification

Weaknesses

informed Strategy formulation by identifying the srengths, weaknesses,

Inadequate business diversification strategy
Inadequate Management of outsourced services
Ageing and inadequate infrastructure
Inadequate land for future expansion
Inadequate stakeholder engagement

Absence of regulations 1o support operations
Inadequate monitoring and evaluation system
Pilferage, trafficking and vandalism,

Table 3: Opportunities and Threats
—

Pportunities

*  Strong home carrier(KQ)

Public-Private Partnerships legal framework
in the development of projects

Extension of the railway network into JKIA
Projected growth in the aviation market
Ongoing expansion of airport facilities; and
Go support.

—_—

Threats

Global economic recession

Competition from regional airports

Terrorism and other organized crime

Political instability in the region

Incompatible land use around the airports
Effects of climate change and natural disasters
Disputed pre-existing contracts

Hostility from neighboring communities; and
Bird and wildlife hazards,

—_— 0 ]
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2.3 Stakeholder Analysis

Our stakeholders play a major role in the delive
ofthis Strategic Plan Table 4 lists the key st

Table 4: Stakeholder Analysis

ry of our Mandate and hence theig ex

akeholders, their B e

- vl <ane R el L R TRV R

Stakeholders

Responsibility

Expectation

Airlines

Air transportation

Adequate facilities and services for safe and
secure operations

Airline passengers

Consumers of airlines and airport services.

Pleasant airport experience.

Concessionaires

Retail & other services 1o airport users

Conducive business environment

Business, Commerce,
Tourism, Arts, Sports &
Education Organizations

Use the airports to interface their respective
local & international activities

Pleasant airport experience.

Kenya Civil Aviation
Authority

Air Traffic Control & Regulatory Services

Compliance with regulations

GoK and its Agencies

GoK ensures availability of aviation
facilities and services Immigration,
Customs, County Governments and other
agencies use these facilities to deliver
services within their respective mandates

Avail aviation facilities and services and
collaborate with the agencies to deliver their
respective mandates

World Bank and other

pectations are considered in the fomulation

Development Partners Financial and technical support Repayment of the loans
Suppliers Supply goods and services Timely payment
Employees Human resource

Rewarding career

Neighboring community

Sustainable development

Sustainable development

®
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2.4 Risk Analysis

The Authority is exposed to risks in terms of threats 1o
likely to affect our business have been identified, as
considered in the formulation of this Strategic Plan,

Table 5: Risk Analysis

service provision and potential of |
summarized in Table 5 below, a

0st opportunities. Tho ricke which sre
nd their attendam mitigation measures

failure, unauthorized access to ICT systems,

bird strikes, wild life menace and activities
of hostile squatters

Risk Area Risk Factors Mitigation Measures

Revenue Dominance of aeronautical revenue Enhanced diversification to grow commercial revenue base

Competition Competition for hub business by other Facility upgrade, enhanced service orientation and cost
airports within the region. consciousness

Safety Consequences of Fire outbreak, power

Adequate fire cover, power backups, policy against
unauthorized access, technological intervention,
management of birds and wildlife, perimeter fencing,
removal of squatters, enforcement of land use
compatibility and erecting buffer zones, installation of
CCTV media and general safely awareness by airport users

Governance

-

Non-alignment of KAA Act and Procedures
to the Constitution and applicable statutes
and regulations

Compliance with relevant laws and regulations.

Capacity

Security

Congestion due to inadequate airside and
terminal capacity. Inadequate land and
other resources for planned capital
expansions such as water supply, power
supply, drainage systems and inadequate
resources in existing facilities

Facility upgrade, land for facility development and
stakeholder buy in. Involvement of stakeholders such as
Nairobi Water Company Limited, KPLC, NEMA to ensure
resources is well planned.

Incidences of terrorism, vandalism and
pilferage

Installation of CCTV and access control media, controlled
issuance of access passes and periodic risk and

vulnerability assessment and implementation of corrective
action on deficiencies identified and enforcement of S| As

Litigation

Disputes on contractual agreements

Due diligence to be done on all new contracts being
drawn to ensure that the contract are in compliance with
all applicable laws and regulations.

Industrial
disharmony

Disruption of operations by staff

Structured dialogue

Succession

Ageing personnel in areas such as fire
management

Recruitment and training

Reputation

Erosion of Corporate Image

* Enforcement of the Code of Conduct and Ethics and
other Governance instruments and implementation of

aviation specific quality management system- AS9100
s Brand promotion

0 Kenya Airports Authority
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3: Strategic Model

The Strategic Model addresses areas of focus in pursuit of com
in the implementation of the 2010-2
expectations and the requisite mitigati

pelitive edge over the Plan period, taking, ino accour chalienps,

014 Plan, requirements for future success, results of the situation analysis, stakeholders’
on measures on the identified risks.

3.1 The Vision
“Globally competitive airport facilities and services”

3.2 The Mission

To provide efficient and effective airponts facilities and services in a sustainable environment”,

3.3 Core Values

W Customer focus: we will at all times make the needs of
productive relationships;
Team spirit: we will embrace teamwork in dealing with customers and other stakeholders

Integrity: we will uphold honesty, trust, respect and reliability at all times in our operations
Professionalism

Good governance and
Innovation.

our customers the primary focus in establishing and sustaining

copocoC

3.4 Pillars of Excellence

The following pillars of excellence will be pursued in the Plan period:-
1) Airport facilities

2) Airport Services

3)  Sustainable Business

4)  People and Culture

5) Technology

6)  Innovation

7) Security and Salety and

8)  Stakeholder Management.

®
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DERSHIP AND CORPORATE GOVERNANCE

The pillars are defined hereunder:

Airport facilities: Our pursuit of competitive edge requires adequacy of the requisite facilities such as passenger terminals,
airside pavements, car parks, hangars, commercial buildings, utilities, warehouses, fire stations, access roads, recreational
facilities, cargo facilities and air traffic control infrastructure and Navigation aids.

Airport services: Airport services include iy

Mter alia passenger, ramp, cargo and baggage handling,
food and beverage, retail, ground transportati

in-flight catering, security,
on and lounge and airline services.
Sustainable Business: As A going concern,

KAA must remain sustainable as
increasing revenue while adhering to sound en

a business. This includes reducing cost and
vironmental Management practices,

People and Culture: we wil focus on transformational leadership, succession planning programs, investing on training and
human capital development activities. The Authority will re-engineer its values and implement a Culture Change management
program that will be aligned to this plan. Employee productivity and a robust compensation system will be pat in place after a
lob Evaluation and structure Reorganization,

Technology: The Authority will leverage on the application of ICT as a strategic enabler in revenue growth, cost management
and service delivery to enhance business performance,

Innovation: Continuous R & D to establish and enhance competitive edge.
Safety and Security: We will continue to stren,

gthen our security and safety infrastructure 1o deter acts of unlawful inter
threats to safety and any possible criminal acts

ference,
against the persons or property within our jurisdiction,

Stakeholder Management: We will establish a framework for structured engagement with KCAA, Kenya Airways and other

airlines, Gok,, County Government, and non —aviation partners in major decisions to improve business performance,
Summary of expected processes and systems and outputs from the pillars of excellence is detailed below.

ﬁ_—o—L_ g__ﬁ_——_h_k___—,._.___ﬁ_—*_ﬁ_.ﬁv—_h_——__._u_mﬁ.—_ 0 Kenya Airports Authority
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347 Expected Oulputs
' Perspective Airport Facilities Technology Innovation Safety and Stakeholder
Financial Funding facili Fundi Funding Funding safety ‘
I dgvelo";rmhq hnln: R&D and security mh !
? T R L automation requirernents engagement
Revenue from commercial adtivities
Revenue from airpon facilities, revised Vit ok
facilities Jaeronautical tariffs and evenue from Revenue earned
Vi G B G e TR system services on fire
Cords savings from andl rescue and
paperess operations, security
utilities and outsourced Cost savings
‘| services from process
! Customer Passenger and cargo Commercial facilities Efiicient service | Efficient Safe and secure cient service
| terminals, airside pavement, } delivery service airports delivery
alrcrait sands, Oypsvational special i
| wtifities fuel & office space econamic zones at JKIA
I Systems and | Stakeholder buy-in for cient delivery of 7T Emvironmental Robust and Creativity Centificated/ Synergy
Processes facility upgrade outsourced services reliable system culure licensed aiports
Well maintained facilities Automated Public Private
business Pannership
Land for facilities processes
development
Efiiciency in project
] management o
[ | Compliance with all
Technological support in 0| relevant laws and
project management ] regutations b
Data and information for | Efficient and effective
project planning Procurement process -
Efficient and effective
procurenient process
_ Learning Competency in project Competency in Recognition Competency in Engagement
- and Twowth | management reqquisite skills and reward requisite skills f
) framework
| Adequate human capital

@




3.4.2 Corporate Scorecard

Balanced e Lo
f‘mﬁe Performance Indicators Measure Unit Jan-13 Jun-14 Jun-15 {6 un-17
Traffic throughput Aircraft Movements-000 No. 257.93 277.77 286.10 294.68 303.52
Passengers- 000 No. B,406.54 9,418.07 9,981.03 10,581.73 11,240.72
Cargo -000 Tons 27585 336.94 361.92 J93.07 47455
Fi ‘al Revenue(R) Aeronautical: Ksh.M 9,260.26) 11,187.46 11,780.24 12,548.19 13,368.07
Non-Aeronautical: 1,958.83 2,109.94 2,451.10 2,685.78 2,942.38
Cost (C) Recurrent : Ksh.m 6,196.29 8,177.35 9,523.81 12,042.80 12,785.96
Capital: 5,025.35 18,831.25 36,737.13 32,7001 10,244.82
Customer delight Customer perception index % 72.77 74.64 76.28| 76.97 78.08
Service level Artival processing time Minutes XX| 45 45 45 45
Passenger handling Annual capacity Na. 5,330,000 8,220,000 8,220,000 8,220,000 26,470,000
Cargo handling Annual capacity Tons 1,458,000/ 1,458,600 1,519,810 1,542,300 1,544,180
Runway and taxiway Availability % 100 100 100 100 100
Key equipment Availability % 99 99 100 100 100
2nd RW at |KIA Completion % 0 0 100 0 0
Aircraft Parking Stands Slots No. 77 98 112 115 172
Cuslomer Aircraft Maintenance Hangar Hangars No. 41 44 49 52 57
Utilities Availability % 100/ 100 100 100 100
Car parking capacity Slots No. 1,557 3,077 3,182 3,216 4,716
Access Roads- New Completion Km 4 " 15 1 1
Upgrade Availability - 20 - -
Airport Hotels Haotel No. - - 4 4 .
Convenience facilities Facilities No. - 4 - - -
Comfort facilities Facilities No. - - - 3 .
Intermodal connectivity- JKIA, MIA Space Hectares - 511 - .
and KIA

®
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3.4.2 Corporate Scorecard

Balanced A L.

'S,c;o;;:;r;e | Performance Indicators Measure Unit S o i R un-17
Commercial facilities Facilities Nao. - 27 - .
Variety i 9 . | -
Seakehotder relation Stakeholder approval rating | % 100 100 1 100 100
Preventive maintenance Forced down time Yo - - “ 4
Land for fulure development Acreage Hectares - 211.0 169.4 -
Project management Timeliness % 100 100 100 100 100
Procurement Cycle Time Timeliness % 100 100 100 100 100
Management information Reponts No. 4 4 4 4 4
Outsourced services Performance Rating 815 B81.5 815 81.5 815
Cust. Complaints handling Timeliness % 100 100 100 100 100,
Service with integrity Compliance % XX 50 70 100 100

Environmental protection Certification 14001 Certificate 1
’5):,';':‘:":"" mily (aviation) Cenification AS9100 Certificate 1 2
Risk exposure Impact Rating High High Moderate Maoderate Moderate
Brand Positioning Brand Vibrancy Rating Average| High High| High Very High
Responsible cormorate citizen Compliance level % 100] 100 100| 100 1

Performance accountability Perfor. Mgt System Grading Very Good Very Good Very Good Very Good Very Good
Process Automation Rating 61 73 B84 90 95
Performance % 98.5 98.5 98.5 98.5 98.5
Research & Development Innovation No. 0 0 1 0 1
Safety Implementation of SMS % 30 70 75 80 a5
Security Compliance with sandarnd % 100, 100 100 100 100
Conducive work environment Employee perception index % 67.3 68.2 8.9 69.6, 70.3
Le 1 and Skilled and competent staff Competency index % 73.6 74.5 75.4 76.4 77.3
_‘3'# i Employee welfare Emplayee satisfaction index % 68.0 60.8 69.5 701 70.8




4.0 Implementation of the Plan

The Authority has available skills in Engineering, Architect, Law, Audit and R
Technology, Human Resources Management, Environmental Man
Procurement, Marketing, Planning and General Management.

isk Management, Finance. Information Commumnication
agement, Safety and Security Management, Customer Service,

mplementation of the Plan will be done through performance management system. The Board of Directors will provide overall

|
guidance in the implementation of the Plan. The Managing Director will be in-charge of day-o-day implementation of the Plan
supported by other members of the management

Corporate targets will be developed in each financial year with requisite financial and human resources and logistical support. Each
functional area will cascade the corporate targets based on its mandate and deepen the implementation to lower levels, Innovation

will take precedence in the implementation. Enabling policies, procedures and processes will be developed as necessary to aid the
implementation. The organization structure will also be reviewed to support the implementation of the Plan.

4.2 Quick wins

In each implementation cycle, activities that guarantee quick wins will be

initiatives (RRI). The quick wins approach will also give impetus to the imple
programs,

identified and implemented through rapid results
menting functional units to roll out other strategic

Kenya Airports Authority
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5:0 Financing the Strategic Plan

5.1 Cash flow projections

Revised
Actual Budget Forecast Forecast Forecast
201213 2013/1‘_‘ 201415 201516 2001617
Description (Kshs'000) (Kshs’000) (Kshs’000) {Kshs’000) (Kshs’000)
Internal Sources
Opening Cash Balance 3775 4,448 11,219 7,344 3,028
Cash 470 1,330 1,423 1,523 1,631
| debiors 4,228 4,023 4,304 4,608 4,936
APSC 6,360 7,835 8,383 8,970 9,598
Investment income 161 110 121 133 146
——_h—_——_—*_—_*‘—-— —]
Sub Total Internal Sources 11,219 13,297 14,231 15,234 16,311
External Sources
GOK (Airstrip, Wiaijir and Kisumy runway) 606 631 1,675 1,965 1,125
.
GOK (Lan(l—MiA,KlA,UKU,MND & WAP) - 2,554 2,000 - -
GOK-(2nd Runway, Temporary Terminal) 7,070 3,870 3,870 3,870
WB(Including Design works) 185 794 5,629 95 -
“AFD Loan 1 3,386 1,742 405 .
1,236
—_
AFD Loan 2-MIA - - 559 1,957 1,398
EIB - - 3,600 2,442 750
Greenfield Borrowing 5,559 15,000 18,800 15,950
5ub Total External solurces 2,026 19,994 34,074 29,534 23,093
Total Inflows 16,021 37,739 59,525 52,112 42,432
Outfllows
Salaries and wages o 2,683 3,062 3,338 3638 [ 3,966
Administration cosls 1,380 1,975 1,574 1,978 2,086
Pochieeee—————— | — —— L
Purchases of stores 97 136 143 150 157
Repair and maintenance 575 652 684 718 754
Finance charges 148 166 175 183 193
Staff Housing Scheme 50 50 50 50 -
. SO 11
Staff Computer Scheme - - 10 10 -
Dividend - - 100 100 100
Taxes 1,115 1,227 1,423 1,667 1,874
Sub total 6,048 7,268 7,496 8,494
——— 9,130
Loan Repayment
WB Loan repayment 150 175 175 175
e
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Revised
Actual Budget Forecast Forecast Forecast
201213 2013/14 2014/15 201516 eNnT
Description (Kshs"000) (Kshs"000) (Kshs’000) (Kshs'000) (Kshs’000)
AFD Loan repayment - - - - 558
Interest on WB Loan 73 139 144 157 167
Interest on AFD Loan 1 75 316 425 473 474
Commitment fee -on AFD Loan - 8 - . -
Interest onAFD Loan 2 - 17 91 191 | 191
Greenfield Interest on borrowing - 250 667 1,334 2,224
Interest on EIB Loan - 80 250 444 -
Sub total 20 959 1,752 2,773
3,788
Capital projects
KAA component of Co-funded projects
World Bank Projects i 794 5,629 95 | -
AFD JKIA Projects - 3,386 1,742 405 | T
AFD MIA Projects = . 559 1,957 1,398 |
EIB Projects - - 3,600 2,442 750
Greenfield Project -JKIA - 5,559 15,000 18,800 15,950
GOK-JKIA (2nd Runway/Temp T/Building) 814 - 7,070 3,870 3,870
HQ 542 640 553 145 20
JKIA 1,843 3,137 3,397 3,106 2,355
MIA 729 2,317 2,577 2,977 -
EIA 35 328 576 520 -
wap 134 616 200 1,000 a5
MLD 42 200 - 500 500
KIA 348 309 105 35 500
I —— - 53 50 - N vy
M____.“ 225 250 =] D
MANDA 39 400 - - -
WAJIR- GOK Funding 26 206 412 618 950
AIRSTRIPS-GOK Funding 366 125 1,263 1,347 175
Sub total 5,324 18,293 42,932 37,817 27,227
Total Outflows 11,573 26,520 52,180 49,084 40,145
Sllfp|usl(Dcfi(:it) 4,448 11,219 7,344 3,028
2,287

e @
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6.0 Monitoring and Evaluation

Monitoring and Evaluation will be don

€ to ensure timely implementation of the Plan in pursuit of broad indicators of:the Corporate
Scorecard.

Monitoring and Evaluation will be done through periodic review meetin
monitor programs and projects administered within their respective juri
progress made, any deviations, their causes and i ate Planning and Swrategy Department will
consolidate and present 1o the Senior Management.

The Managing Director will then submit the attendant reports to the Board of Directors on quarterly basis,

The Plan will inform the annual budget and be reviewed annually to guide business activities of the Authority for the subsequent year,

‘_0 a Kenya Airports Authority
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Annex: Implementation Matrix

Airport Facilities
Objective: Provide adequale modern airpont facilities
i Ll COST ESTIMATE (KSHS MILLIONS)
INITIATIVES PROJECTS LOCATION | RESPONS (FY 2013-2017) INDICATOR
IBILITY Yi IY2IvY3[valvs Y1 Y2 Y3 Y4 Y5
Expand 2nd Runway JKIA PES Runway 3,870 3,870 3,870 3,870
capacities of Remote stands JKIA PES Parking slots 1,150 1,000
nunways, Taxiways and new apron JKIA PES Taxoways and 500 500
Laxiways and apron
aprons Aircmfl_mye- JKIA PES Pavement %00 1800 1800 %00
rehabilitation
Cargo apron and stands IKIA PES Apron and stands 500 750 500
RW & power distribution MIA PES Runway 627 217 2,317 2,317
Cargo apron MIA PES Clapron 400
Faxiways and cargo apron | KIA PES C/pavement 1.026
waorks %
Cargo pavement EIA PES C/pavement 35
Runway EIA PES Runway S00 500
Airsidle pavement WAP PES Pavement 316 200
Airside pavement Malindi PES Pavement 150 200 500 500
Ausu:le pavements & Waijir PES Pave_ment & 206 412 &18
| lighting Lighting
Pavement Lokichoggio PES Pavement 200 50
Pavement Manda PES Pavement 450 400
Pavement Ukunda PES Pavement 150 75 !
Aircraft pavement Garissa PES Pavement 250 250
Aircraft pavement Moyale PES Pavement 275
hircraft pavement Embu PES Pavement 250
Aircraft pavement Wanguru PES Pavement 72
Aircraft pavermnent Murang’a PES Pavement 150
Aircraft pavement Homa Bay PES Pavernent 200 100
Aircrait pavement Kitale PES Pavement 150
Abrcraft povement Kabsamwt PES Pavewnent 30
Aircrait pavement Olentare PES Pavement 150 200
|Rurmway Kiunga PES Rurmway 175
Aircraft pavement Mandera PES Pavement 12 175
|Aircraft pavement Wamba PES Paveinent
" Runway Migori PES Runway 200
B 1s and Hangar & (FBO) IKIA M&BD Space -2014

0 Naova Aspants Autbimity
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Objective: Provide adeq ol

n airpont facilities

-

KEY TARGET
INITIATIVES PROJECTS LOCATION | RESPONS (FY 2013-2017) INDICATOR COST ESTIMATE (KSHS MILLIONS)
IBILITY YU Y2 Yi]va][vs Y1 Y2 Y3 Y4 Y5
Fixed Base
Operators
Capacity Facilities and Equipment- | JKIA PES Facilities and 5220
restoration WB/GoK equipment
Teminal Ternminal 4 JKIA PES Terminal 4,180 2,150 500
Buiklings T4 arrivals building JKIA PES Building 1,402 490
Linits I_,L! 5.._( re- JKIA PES Adkditional space 3,600 2,442 750
Organization
Green Field JKIA PES Terminal 5,559 15000 18800 15950
Tempaorary tlerminal- Gok JKIA PES Terminal 3200
h_g)dwmzation of T1 and MIA PES Additional space 260 260
Offices and false roof EIA PES Additional space 15
Teominal buikdong KIA PES g space )
Teaninal facility WAP PES Tenminal 1,000 415
Terminal facility Waijir PES Terminal 950
Terminal facility Lodwar PES Terminal 35
Terminal facility Lokichogio PES Terminal 144
Terminal facility Ukunda PES Terminal 75 75
Terminal facility Kitale PES Terminal 77
Terminal facility Kakamega PES Terminal 35
Terminal {aciliy Moyale PES Temminal 76
Terminal facility Garissa PES Tenminal 135
Infrastructure and | 2nd freight arca JKIA PES Infrastructure 125 125
utilities Water supply EIA PES Water 23
improvement Freight Area EIA PES Water and power 76 20
Fuel depot EIA M&BD Space
Fuel depot KIA M&BD Space
Boreholes KIA PES Boreholes 8.9 4
Freight area KIA PES Infrastructure 51 35
Water supply Manda PES Water supply 1032
Office Building Office block on parking JKIA PES Office Space 7% 100
arage
New Office park KIA PES Office block 50
Commercial Commerclal Centre JKIA M&BD Space
iy "
Ll _scquisition | Land Ukunda Legal 45 Hectares 500




Objective: Provide adequale modern airpon facilities

KEY TARGET
INITIATIVES PROJECTS LOCATION | RESPONS (FY 2013-2017) INDICATOR COST ESTIMATE (KSHS MILLIONS)
1BILITY Y1 Y2 | Yl [ ya] vs Y1 Y2 Y3 Y4 Y5
Land Maoi Legal 74 Hectares 1,000
Land WAP Legal 47 Heclares 500
Land Malindi Legal 164.4Hectares 254 2000
Land KIA Legal 50 Hectares 300




Airport Services

Objective: lmprove customer experience

KEY COST ESTIMATE (KSHS
INITIATIVES PROJECTS LOCATION | RESPONSIBIL INDICATOR MILLIONS)
ITY Yi Y2 Y3 Ya Ys
Commercial facilities Airport Hotel JKIA M & BD Space 100 | 100 | 100 | 100 | 100
Airport Hotel KIA M & BD Space 25 25 25 25
| Shopping facilities JKIA M & BD Space
Restaurants JKIA Space
Barks and Forex IKIA Space
Business center JKIA Space
Airline lounges IKIA M & BD Lounges
Spa JKIA Spa
| 4 Hotspot JKIA Hotspot 10
L.unies in the aerotropolis Infrastructure PES Infrastructure
Intermodal Connectivity Space PES Space
Provide car parks Car parks at cargo JKIA PES Parking space 300 {100 | 100 [ 100
Car park MIA PES Car park 20| 2| 20| 0
Car park WAP PES Car park 4 5 5 - | 3
Car park Ukunda PES Car park 50 25 25 25 25
Provide access roads Access road, & vehicle inspection IKIA PES Access road and
|_shelter,& secure access control inspection shelter
Connecting road 1o dongo-kundu MIA PES Access road
Access road WAP PES Access road
Management of outsourced Enforcement of service level Airports AMs Improved serviced
services and customer agreements and implementation of delivery
complaints service charter

- Y—
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COST ESTIMATE (KLS 1
000,

000}

Y2 Y3 Y4 Y5

Sustainable Business
Objectives: Increase revenue, oplimize cost and ensure cor e and envirc | sustainability

KEY TARGET

INITIATIVES PROJECTS LOCATION RESPONSIBI (FY 2013-2017) INDICATOR

LITY YI[Y2]Y3i]va YS Y1
Consultancy services in fire and rescue and HQ sS & o o Consultancy Income
securily Lo L A L ¥
Review charges and fecs 2016 HQ M & BD New aeronautical tariffs
Implement the PO)S system 2014 HQ ICT . Operational POS |
Facilities for special economic zone at JKIA 2016 HQ M & BD Facilities i
Outsource non-core services HQ HODs / AM Cost savings from

|_outsourced services
Managing cost of utilities HQ HODs / AM Cost savings on utilities
Risk Management HQ HODs/AM Decline in likelihood of
occurrence
Implement waste Management in all airports HQ PES Waste Management
initiatives
|_Compliance with ke lations HOQ PES Mmmsg.ukﬂﬂ)iwe
Implement Green Initialives HIC PES Carbon credit eami
—K —_— 1 ]




People and Culture

Objective: Develop Human Capacit

KEY TARGET COST ESTIMATE (KES
INITIATIVES PROJECTS LOCACTION RESPONSIBILITY INDICATOR “000,000)
YIIY2]Y3Tvs Y5 Yo vz [viva YS
Review Organization Struclure HQ HRD New structure
Adopt open office plan HQ HRD Additional office space |
Implement PMS HQ HRD Performance Accountability
Develop Human Capital ALL HRD Competency level
Initiate Culture Chan ALL HRD Productivi
Y r T —— .__“—‘—‘—_H_"_—‘—-—"__ r ry D . E—— T
Staff Welfare initiatives | ALL HRD Level of staff motivation
Skill upgrade ALL HRD Competency levels
1ablish Aviation Academ PES Aviation _Academy
——=12Viatlon Academy
Technology
Objective: Enhance utilization of Information and Communication Technology in business processes
KEY TARGET COST ESTIMATE (KES
INITIATIVES PROJECTS LOCATION (FY 20132017 INDICATOR (M), 000)
RESPONSIBILITY vilv[vi[valvs vi|lvzivi]valvs
Develop and Implement ICT Strategy HQ IcT ] U 0 " | 1CT supported business
4. B systems and processes
Innavation
Objective: Undernake Research and Development to support business growih
KEY TARGET COST ESTIMATE (K5
INITIATIVES PROJECTS LOCATION RESPONSIBILITY (FY 2013-2017 INDICATOR 000, 000)
YI Y2 v3 Y4 | v5 Yi[v2]vy3 Y4 | Y5
Develop and implement R & O HQ MD P B ) v R&D framework
framework g
vy
o Koy Sarpata Sathens it
i e i



Safety and Securi

Objective: Improve Safe and Security
KEY L K COST ESTIMATE (KES 000,006
INITIATIVES PROJECTS LOCATION RESPONSIBILITY (FY 2013-2017) INDICATOR
YiIvy2]vi]va Y5 Y1 Y2 Y3 Y4 s
Fencing of airports ALL PES ¥ | ol i | Perimeter fence 106 | 100 [ 100 [ 700 [T00
Acquire land title deeds HQ Legal g 1 [ et | ai ] Title deeds 0
lnslal!at‘mnuflnlegmted ALL 55 BNy Ly N N YT 100 100 [ o0 | 100 LV
Security Management L Rt Bl IS [k
System ¢
ilomate security 15 Intrusion systems JKIA/MIA 5§ o G L || ntrusion systerns 200 | 200 [ 200 [ 200 200
ocesses
(a
5 gate vehicle scanners JKIA 58 e P . |- | Vehicle scanners 200 {100 | 100 [ 100 | 00
LScugupauu SCanners IKIA 55 ol ) Cairgo scanners 100§ 50 |50 50 | 50
3 Scan vans IKIA 55 Y | Scanvans 50 10 10 10 10
B P T — B 5 BT T £
7 body scanners JKIA SS ) o) o] Body scanners 150 25 125 |35 [55
60 screening equipment ALL L] F: o IS ET Screening equipment
30 NVGs, 2 intrusion ALL ] " bt LS L8 ERET NVGs and intrusion
systems (JKIA & MIA) H B Sk ] syslems
‘ Wb 2y e
0o e r - 3 x oo o =1— E
40 patrol vehicles ALL SS (B o “ | Pawrol vehicles 100125 125 [ [ 35
Fire Tenders Ss e ) b e B
i f
Access control system in 55 1 = : ! Access control system | 10 5 5 5 5
10 sites . Je g B e
Aulomated pass sysiem ALL 55 0] BAT [t sy bae el 5 S R B
Automale security 55 B i Wl | Automated SeCiny 0
processes A R P B B Processes
Develop Regulations Legal el [ oo 2| | Regulations 6
Ly 'lx- f ‘ Ty '|'

—o\ Kemna Aepocts Athoa: ite

el



Objective: Improve Safety and Security
KEY MY COST ESTIMATE (KES 000,000
INITIATIVES PROJECTS LOCATION RESPONSIBILITY (FY 2013-2017) INDICATOR -
Yi1Y2[v¥3]valvs Y1 Y2 Ya Y4 Y5
Develop and implement S5 by fe : % . | Counter terrorism 54 150 |25 |25
counterterrorism plans SE¥ el il | ptans
“Develop and implement [ S Y i .| Emergency plans [ AT T 1
airpon emergency plans # NS b o E R
Acquisition of specialised ALL 55 Rescue equipment | 100 | 50 |50 50 |0
rescue equipment
A
vareness creation on ALL 55 R e R Emergency awareness | () 25 |25 [as 25
emergency response E |1,
Promole satety within the ALL tH ¥ va & - | Safe airports 15 5 5 5 5
airpons ¢ gus ":, 4§ Blin] (R
Centification of workplace ALL -] o B | Centified equipments 15 3 5 5 5
equipment and facilities Bl bU R S & facilities
Control of wildlife hazards ALL S8 by o] B A | wildTife management | 11 25 125 [25 |25
in airports ol | 3 ol | program
Establishment of Airpart 58 ey 37 R PR Ry 3 Q 200 | 200 [ 200 | 200
Emergency Operations st it LRSS o L
Cenires (EOQ) VA b o A Y B A
Review the Airport Crash SS A RN e Maps 0 0 3 |o 0
Site Identification Maps e 411
Develop/review Safety $s ] peaA B Manuals 0 0 05 | o 0
Management System il g
Manuals : X
Drevelop safety databuase 55 ] Database 0 [ 5 |o [
T
Ccrlificarior\.'l.irensiug of 55 Certificates/ Licenses | 12 12 12 12 12
airports
| : 1

i, J———

K Arqprany acegeine
R S R



INITIATIVES

Objective: Improve Safety and Security

Procure Safety Equipment

Business Continuity
Plan(BCP)

_Develnp and implement

TARGET G 4
PROJECTS LOCATION RESPO'I'(\:ES\:BILITY (FY 2013-2017) INDICATOR COST ESTIMATE (KES 000,000}
YilY2[vi]va ] Y1 Y2 Y3 Y4 Y5
10 Fire Tenders S5 v : Fire vehicles 150 1150 [ 150 | 150
1 Fire fighting Simulator S5 SER simulator 400
Wildlife Management | 55 i Equiprment 4
Equipment o | 47
* 4
1 Rubber  Removal 58 ¥ Machine 50
Equipment y p
3 mechanical sweepers 55 FEE | Sweeper 10
3 Safety vehicles 3 o ] Vehicles 18
Modemization of GFs sS 3 Tower 400 | 400
Tower i
1 Follow me vehicles sS =T Vehicles ] 10
s
Rehabilitation  of  fire sS Hydrams 300 | 400 | 450
Hydrant System ‘.-'
Installation of Fire 55 150 | 180
detecting  and fighting ; i
Systems  in Terminal b
L'nlildm& a al airpons o “
HODs/AMs N 3 I N Ty |

Yolder Management

@




rove stakehokder engagement

INITIATIVES

r___———_____
PROJECTS

Develop and implement a stakeholder
management framework, including CSR and

——

communication strat

KeY [ TARGET COST ESTIMATE (KES
LOCATION RESPONSIBILITY (FY 2013-2017 INDICATOR “000,000)
Y1 Y21 Y3 Yilvz2ivalva Y5
HQ M& BD Ltk . Operational stakeholder
; management framework
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KPMG

Topic

Description

Net working capital
Net debt

Net assets

9,834,351
4,297,803
62,983,488

5,809,893
(7.494,140)
28,336,901

4,124,459
11,791,943
34,646,586

KPls
EBITDA margin

67.8% 57.9%

13.5%

The table above presents the split of revenue, costs, assets and liabilities based on application of a separation framework.

Air Passenger Service Charge (APSC) accounts for 60% of the revenue realised for the financial year ended 30 June 2018.

It should be noted that effective October 2018, the APSC Act was amended such that KAA would retain 60% of the APSC from
international flights, whilst 20% is allocated for KCAA and the remaining 20% to the Tourism Promotion Fund (TPF) and 50% of the
APSC from domestic flights with 30% being allocated to KCAA and the remaining 20% to TPF. Previously, KAA retained 80% of the
APSC revenue collected. Revenues and profits post 30 June 2018 are therefore likely to be lower.

— The separated FS does not take into account for separation one-off and recurring costs that may arise as a result of the transaction.

In the time available an accurate separation exercise was not possible, for example, the allocation of shared administrative costs to
KAA standalone and JKIA standalone, we noted instances where HQ expenses were fully allocated to KAA standalone. It is therefore
likely that KAA's standalone EBITDA may be understated while JKIA standalone EBITDA may be overstated.

Additionally, KAA should undertake a detailed exercise to quantify all the separation costs (both one-off and recurring) that may arise
from the separation as this is likely to impact on KAA standalone’s profitability and cash flows post-separation.

However, given the complexity of KAA and JKIA, we envisage a 12 month period will be required for a full separation to take place.
Some of the separation challenges to consider include:

Location of KAA standalone head office staff

Use of ERP and other systems,

Novation of contracts

Some JKIA employees are highly (specialised) trained and conduct trainings for the other aesrodromes. If the JKIA staff are
transferred to the SPV, KAA will need to fill the skill gap

How will transfer of pension be managed?

Location of the SPV has to be provided to transferring staff, this may mean a change in commute for seconded staff and may
have an impact on their choice.

Treatment of certain benefits (e.g. staff housing and benefits) needs to be clear — for example, will housing benefits continue
to be provided to staff, and if so, at what level?

Will the housing assets in question will be transferred to the SPV?

Settlement of any legal or contractual matters that lay claim on assets that are transferable to the SPV

Airport is a national security point. What would be the impact of JKIA being run by private company?

Key consideration

standalone and JKIA
standalone, which do
need to be reflected
in  the opening
balances of the final
transaction model.

JKIA
standalone

Financials

The operator of JKIA
should be given KPlIs
to increase share of
non-aeronautical




Description
JKIA summary income statement (FY16 -
FY24, FY47)

Key consideration

30-Jun-  30-Jun-  30-Jun-  30-Jun-
KES mn 30-Jun-16 17 18 20 21 22 23 24  30-Jun-47
Revenue 11,636 13,082 13,841 - - - - -
Aeronautic revenue 9,700 11,009 11,480 9,781 10,335 10,928 11,541 12,204 45,49
PR Aaronm i 1936 2,072 2,361 2,602 2,920 3,296 3,744 4285 1,312,052
revenue —
Concession fees . - . (821) (865) (913) (9686) (1,027) (68,079
Employment expenses (2,363) (2,631) (2,558) (2,100) (2,272) (2.459) (2,660) (2,879) (17,636
Administrative
24 1,495 4,591
expenses (1,673) (1,509) (1,548) (1,230) (1,291) (1,356) (1,424) ( ) ( I
Establishment costs (757) (327) (484) (587) (620) (656) (692) (732) (2,729 ‘L
Reported EBITDA 6,957 8,748 9,386 17,309 18,504 19,820 21,255 22,864 1,458,03%
— JKIA standalone is a profitable business, albeit, based on our benchmarking exercise, the portion of non-aeronautical revenue share
to aeronautical revenues is low. We also noted the aeronautical charges are low compared to other airports.
Traffic
::,fosf"ge' i 2019-2022  2023-2027  2028-2033  2034-2037  2038-2042 2043 -2047
KQ 41,802 65,649 82,800 101,864 123,332 147,046
KAA 37,456 64,064 81,480 132,090 193,086 285,886 | —

revenues. KPIs
should also include
minimum capex

spend p.a.

The higher traffic
projections should be
used in the final
transaction model. If
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 flight

The higher
development cost
should be considered
in the final
transaction model as
this will impact on
transaction returns.

More importantly,
given the traffic

w




Description
TA

35,703 59,485 85,399 124,141 178,607 240,868

2023-2027 2028 - 2033 2033 - 2037 2038 -2042 2043 - 2047

Flight traffic (000) 2019 - 2022

1,514,932 1,830,159 2,178,653

983,680 1,235,226

629,886

511,568 786,892 890,036 1,245,612 1,567,170 1,645,728

TA 511,568 786,892 990,036 1,245612 1,567,170 1,971,736

— We have looked at projected traffic at JKIA per the PIIP versus our projections of potential traffic footfall. The latter is based on GDP
regression and shows a higher traffic forecast. KAA Management's forecast projection is based on their estimate of traffic growth,
which is on the lower side compared to PIIP. As Transaction Advisors, we have reviewed the detailed master plan and provided our
suggested traffic and capital expenditure plan.

It should be noted that JKIA currently achieves air traffic movement (ATM) of 130,000 planes per annum but only achieves a capacity
of 60 passengers per flight. This indicates that JKIA currently accommodates smaller planes resulting in lower than expected landing
and parking fees and APSC despite the relatively higher ATM.

Development cost

— Based on our technical due diligence JKIA requires immediate development to accommodate the current traffic of 7.7million. We
noted, there have been delays in planned projects at JKIA which is causing a strain on passenger flows, aircraft flows and service
levels. Therefore, we recommend the phased plan shown in the table below.

— The cost shown in the table (TA estimate) is higher than the PIIP and the KAA Management projections as we have taken into account

the 2018 key material prices in Kenya and the requirements in the development plan.
— KQ's proposed investment plan is based on KAA's 2010 investment plan and does not take into account the current passenger

volumes.
Entity

Passenger

Timelines Description

Traffic
{,000)
KQ
Phase 1 2019 - 2023 | Terminal expansion to cater for additional 5 million passengers 390,000 11,876
(Terminal B, C, D)
Enhance current runway
Phase 2 2019 — 2023 | Parking, apron and civil works 510,000

Key consideration

growth  projections,
we recommend
Phase | and Phase I
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.
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Key consideration

Topic Description
Phase 1 2019 - 2023 Construct greenfield terminal building
h e

Enhance cargo facilities 1.071.418 10,377
Phase 2 2030 - 2035 Construct new parallel runway

Enhance taxi ways

4

Enhance greenfieid terminal B

Enhance cargo facilities 24,708
Phase 3 2030 - 2035 Construct new domestic terminal 92522

Enhance cargo facilities -~

— As TA we have considered two scenarios for the development of the second new parallel runway.

—  The first scenario could be the immediate development of the second runway without enhancements to the taxiways and the current
runway.

—  Scenario two would be to enhance the capacity of the current runway by building parallel taxiways and rapid exits. This will increase
the capacity of the current run way to 170,000 ATMs, coupled with a plan to build the second runway in phase 2 which will become
operational in 2035. Passenger traffic will exceed 25 million at that point.

—  Once the combined capacity of both runways have been exceeded, enhancement to the taxiways of both runways shall be carried
out in the second phase. Due to the current challenge of low passenger occupancy per flight, scenario 1 is preferred because it
enables JKIA to operate a higher number of ATMs, thereby assuring that the passenger traffic growth that is forecast, will be achieved.

PIIP model —_ We have reviewed the KQ PIIP model and we believe, until the KCAA Concession Order of July 1996 is amended to reflect KQ's | _  KAA should ensure a
review inflated aeronautical charges, the rates shown in the projections and resultant cash flows and returns are overstated as shown below: revised Concession

(USD'000) 2019-2023 2024 - 2028 2029 - 2033 2034 - 2038 2039-2043 2044 - 2048
Revenues 1,009,315 1,388,318 1,812,421 2,327,514 2,937,740 3,677,596
Opex (291,854) (331,018) (434,402) (635,312) (797,102) (997,596)
EBITDA 414,132 665,807 880,224 1,080,549 1,406,586 1,784,465
Dividends (141,428) (734,801) (1,073,074) (1,605,420) (1,867,091) (529,836)
Equity Return 22.7%

Project Return 20.0%

Other findings include:
— The forecast period used in the model is from 2019 — 2050, i.e. 32 years while the expected PIIP concession is for 30 years,

albeit it could be renewed for a further period.

Order is sanctioned,

reflecting the
proposed KQ
aeronautical

charges/rates before
the KQ PIIP model is
accepted.

KAA should ensure
the undeveloped
land of 11,000 acres
as well as the old
Embakasi airport are
excluded from the
proposed PIIP, or
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Aeronautical
revenues

Description

Assumes changes in the Concession Order, 1996.

Assumes an immediate uplift in the price to compensate for the period post
1896 and a further escalation of c2% pa.

Landing charges are assumed to be increased by 30% in the first forecast year
to USD 490 / aircraft

Key consideration
investment/capital
expenditure plan
by phase/stage.

— Account for debt
service reserve

and major
maintenance
account.

— Update debt

calculations using
GoK financing
parameters.
— Develop detailed
master plan as part
of the negotiation

Assumes current rates as stated in the Concession Order, 1996
Weighted average Landing charge is USD 348 / aircraft

Non
aeronautical

No projections have been made on the land side development for the new
capital expenditure proposed.

No projections has been made on the land side development for the
new capital expenditure proposed.

Traffic
forecast

Based on GDP regression and shows a higher traffic forecast

Based on KAA management projection and estimates of future traffic
growth

Domestic — 11%

International — 6%

APSC

Assumes collecting APSC and increasing the charge

Assumes only collection of KAA share of collection

Capital
expenditure

Phase | - 2019 — 2023 USD 390mn
Phase Il — 2019 - 2023 USD 510mn

Phase | - 2019 - 2022 USD 1.1bn
Phase Il — 2024 — 2026 USD 348mn
Phase Il — 2030 - 2032 USD 150mn

DSCR

The debt service reserve account is negative over 3 years from 2028 to 2031.
The minimum DSCR in the investment proposal is shown at (0.22).

While there is, at that time, a forecast cash balance in the SPV of USD 295
mn.

Maintains a 6 monthly debt service reserve account

Dividends

PIIP assumes 100% dividend payout from the year 2031 onwards. Hence
there is no cash balance left in the SPV.

Assumes only 80% payout.
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Key Outputs

Description
Concession

Fees (USD'000) 2043 - 2047

2019 - 2022 2023 - 2027 2028 - 2033 2034 - 2037 2038 - 2042

Key consideration

KQ 118,904 165,579 185,905 321,927 380,613 451,761
J KAA 34,359 56,544 87,267 178,660 549 476 2,327,331
lTA 34,359 56,544 87,267 178,660 549 476 2,327,331 ‘
Internal rate of return
KQ KAA TA
Project 20.0% 20.8% 23.1%
Equity 22.7% 20.2% 22.4%

KAA
standalone

are not

KAA standalone (without JKIA) will require funding since other regional airports and aerodromes volumes and revenues
sufficient to cover operating expenses.

Moreover, one off liabilities such as environmental remediation, pension deficit funding and contingent liabilities are deemed to remain
with KAA which require funding.

Concession fee proposed by KQ reduces the KAA funding requirements but not entirely. Therefore, we have presented 2 other
concession fee options which reduces the KAA funding requirements but not entirely.

requirements under different

‘Maxim um

’ 5 years 5 years 5 years 5 years 5 years 5 yearsifunding
IKES million FY18-FY23 FY24-FY28 FY28-FY33 FY34-FY38 FY39-FY43 FY44-FY48 |requirement
INet cashfiows generated b - - =
'lKM standaloneg y{20,0:,5) (22,087) (27,716) (39,847) (63,420) (103,028) !(275,134) '
|
{Scenario 1: Net CF including l
| |concession fees from PIIP (4,842) (4,976) (6.432) (6,239) (23,648) (55,783) (101,919)
, jmodel
! ;Scenario 2: Net CF including
| fconcession fees from
;!shadow bid model (KM(TS.OBB) (16,171) (18,397) (20,034) (27) 230,114 (77,272)
| fcase)

KAA standalone to
consider increasing
revenues  through
increase in  non-
aeronautical
revenues
asronautical
charges.
They may also
need to look at
synergistic ways of
operating  other
airports to reduce
costs, with early
retirement  being
an option for some
staff.

and




Key consideration

Description

Scenario 3: Net CF including
ncession fees  from(15,854) (16,082) (18,446) (20,283) (781) 228,061

shadow bid model (TA case)

Environment | _  As the transaction advisors we were not provided with all the required E&S documentation by the Kenya Airports Authority (KAA)and | — [t is the transaction
al Kenya Airways (KQ) in particular, it has been assumed that some aspects of E&S management are deemed not to be in place, or advisors opinion that
the high risk actions

not adequately managed. The absence of the requisite documentation, or proof that the E&S aspects and risks identified are being

adequately managed on the JKIA site, implies that several significant red flag items require attention in the short term to ensure as listed in the ESAP
compliance of the facility with Kenyan laws as a minimum, and to the requirements of the IFCs Performance Standards. are necessary to
Some of these red flags require immediate attention and have been flagged as such in the Environmental and Social Action Plan reduce E&Srisks to a
(ESAP) presented in our detailed report. In summary, there is a major gap in the lack of identification, quantification and mitigation of scale that can be

potential site impacts. For example, and likely one of the site’s largest potential environmental liabilities, is a significant quantity of CO'!SidefEd
hydrocarbon seen on the ground at workshops and in the storm water drains flowing onto the road, as well as a lack of pipeline satisfactory. It is
integrity tests for underground fuel pipelines, both of which points to poor hydrocarbon management, with the risk of soil, surface and estimated that ESAP
groundwater contamination. Until a Phase 2 assessment of soil and groundwater ascertains the residual contamination levels, this 30“9"‘ items can be
remains one of the highest environmental liability risks facing the site as a whole. This is one example of a non-functioning rectified within  a
Environmental and Social Management System (ESMS) implemented for the site. period of 12 months,
but  will  require

Assuming that all these tasks are subcontracted to third parties, we estimate the financial quantum of rectifying 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
identified as a result of observed hydrocarbon spillages and/or the results of underground pipeline integrity testing, which may

management effort
and commitment to
complete. The cost of

increase this amount.

this remediation is
included in the
projected KAA
standalone forecast.
— However, it is
important that these

environmental
remediation is
undertaken prior to
the transaction
completion so that
the new

owner/operator of
JKIA is given forward
looking
environmental KPls.
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Topic

Description

Key consideration

Such remediation, if
not undertaken, may
impact on the SPV's
bankability and
hinder its ability to
secure financing.

We recommend a full
ElA report IS
conducted as part of
the CPs to this
transaction.

Structuring =

options

The transaction advisor is proposing alternate transaction structures for consideration:

Option 1 — As per PIIP. Under this option, KAA would earn a fixed concession fee of USD 20 million per annum, a variable
concession fee of 5%of revenue upto 2032 and 10% from 2033 onwards. The total consideration under this option is USD
1,724.9 million

Option 2 — Operations contract, whereby KAA retains control over JKIA but gets an international operator to operate, manage
and develop JKIA for variable periods over a 30 year period. KAA remains 100% shareholder of JKIA. All the revenues
generated from JKIA remains with KAA. Under the KAA case, KAA would earn total revenues USD 85.2 billion while under
the TA Case, KAA would earn total revenues USD 84.7 billion.

Option 3A — PPP, whereby KAA forms a SPV for operating, managing and developing JKIA for a concession period of 30
years. Hand back of the JKIA assets to KAA at the end of the 30 year concession. KAA gets a private sector consortium to
operate, manage and develop JKIA for a concession of 30 years. KAA retains the minority shareholding in the SPV. Private
sector consortium has the majority shareholding in the SPV. KAA retains 25% shareholding in the SPV and will be entitied to
dividends. KAA would earn a fixed concession fee of USD 60 million, variable concession fee of USD 4,263 million while
dividends of USD 12,523 million would be paid out. Under the TA case, KAA would earn 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 3B — PPP as per Option 3A, but where KAA and KQ own a majority in the SPV. KAA forms a SPV for operating,
managing and developing JKIA. KQ gets a stake in the SPV, such that, KAA and KQ have a majority shareholding in the SPV.
KAA and KQ gets a private sector consortium to operate, manage and develop JKIA and pays a management fee for this
service. Private sector consortium has the minority sharehiolding in the SPV, thus may also request a share in dividends. Both
KAA and KQ are expected to have majority stake. We have assumed 75% as their total stake, i.e. 37.5% for each. Under both
the KAA and TA case, KAA and KQ would earn USD 38.9 billion (USD 19.9 billion each)

Option 4 — Merger, whereby KAA, KQ and JKIA assets are held under a new holding company (Holdco) which is fully owned
by Ministry of Transport (MoT) on behalf of the Government of Kenya (GoK) .The Holdco could have separate operating
entities for KQ, JKIA and KAA (for the rest of the airports). GoK delists KQ and ultimately nationalises it. JKIA is hived off as
a separate entity fully owned by Holdco. The MoT/GoK could invite different investors into the different entities to provide
either additional capital or technical capacity. E.g. the JKIA could be operated, managed and developed through a SPV under
the operations contract or PPP options set above in this report. No concession fee is paid out. The merged entity will enjoy
100% dividends from 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
operated by a private
sector operator to
maximize revenues
and profits. Allowing
the national airline to
operate an airport
may be seen as anti-
competitive by other
national carriers and
their respective
governments.

Given the above, the
most flexible
structure for
MoT/GoK is option 4.




Topic

Description
— Option 5 — Divestment, KAA divests all the assets of JKIA through one off private sale for an upfront consideration.

Key consideration

Operating
analysis

— As per the PIIP, KQ proposes to engage an external advisor to assist in day-to-day operational activities at JKIA, should the PIIP be

sanctioned. The PIIP recommends five operators, all seem to have international experience in both developed and emerging markets
of operating airports, other than Flemingo International, who only operate duty-free stores. As such Flemingo International should not
be considered for airport operations. The airport operator determines the best way to manage retail space.

With respect to the five recommended operators, as at the date of this report, KQ has only availed marketing materials, financial
statements and letters of intent with respect to one of the pre-qualified airport advisors, TAV. Not only do we not have any detail on
the other potential operators but KQ Management have recently indicated that they now intend to operate JKIA themselves, using an
operator only as a consultant or under an interim management agreement. This is a substantial move from the PIIP and there must
be a risk that the operational expertise may not be delivered, especially as KQ is going through a substantial turnaround exercise/

second restructuring.
Government procurement 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:
Aena SME, S.A., a Spanish state owned company that operates, maintains, manages, and administers airports in

internationally.
Fraport AG, a listed German company that offers airside and terminal management, airport security management and ground

handling services.
Malaysia Airport Holdings Berhard, a listed Malaysia company that engages in the development, management, operation, and

maintenance of airports.

VINCI Airport SAS, a leading global airport concession holder and operator that recently acquired Gatwick Airport, London.
GVK Consortium comprising of Mauritius Bid Services Division, GVK and ACSA Global of South Africa, the current operators
of the Mumbai International Airport.

Sovereign airport authorities have regularly entered into concession agreements (via a SPV) with private sector consortium
(consortium comprises operators and funders), in a bid to make the airport operationally efficient and profitable. These
concession agreements are between the airport authority and a private sector consortium. With each holding an equity stake
in the SPV. The private sector consortium injects equity into the SPV so that there is ‘skin in the game'. Typically, there has
been initial consideration to the airport authority for the contribution of the assets to the SPV.

It is proposed, KQ operate JKIA. The reason for airlines not operating airports is to avoid anticompetitive behaviour on all matters,
including slot availability, space, service, charges, etc. However, there are varying operating arrangements seen where an airline is
indirectly involved in operations of an airport by virtue of joint ownership by the respective Governments. Examples of this have been
at Addis Ababa Bole International and Hamad International Airport. There are examples of airlines operating a terminal within an
airport such as Silverjet Airline in the UK, however, this is not a typical operating model for an airport.

The decision to
appoint an airport
operator needs to be
made at the Board
level and a public
procurement process

should be
undertaken for such
procurement
contracting.

There appears to be
uncertainty as to
whether KQ is to
employ an operator
to run the day to day
activities at JKIA or to
engage an operator
as a consultant. This
should be clarified
upfront to ensure
there is sufficient
expertise to run JKIA
(a national asset) in a
fair and transparent
manner as well as

efficiently.
Airdines do  not,
typically, operate

airports or hold a
stake in these SPVs.
The reason for
airlines not operating
airports is to avoid
anticompetitive

behaviour on all

matters,  including
slot availability,
space, service,

charges, efc.
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Description

Key consideration

deemed
discriminatory

Tripartite option

All staff should be
transferred  without
any changes to their
pension or other
benefits.

The SPV must be

required to
demonstrate a
“minimum critical

mass of staff
acceptance”, as a
condition for the
concession. If they
fail to gamer that
level of acceptance,

the concession
should be
immediately
renegotiated.

Tax

Tax implications of the proposed PIIP

Income tax:
KAA will account for corporation tax at the rate of 30% on the concession fee. The assets will remain in KAA's books allowing the

entity 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

consolidated tax position of KAA results in reduced profitability.
Value Added Tax:
Since the ownership of the assets does not change, there are not additional tax implications on the arrangement. However, KAA will
charge VAT when invoicing for the concession fee.
Stamp Duty:
The concession arrangement 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 staff:
The tax implications will depend on the agreement signed between KAA and the SPV with respect to the staff. However, if the arrangement

is for KAA to provide services to the SPV, then it will be deemed to be professional services which is subject to VAT at the rate of 16%
and withholding tax at the rate of 5%.

The SPV is liable for
payment of the
stamp duty but can
apply to the Cabinet
Secretary for
National  Treasury
through the Cabinet
Secretary for Lands
for exemption if it can
prove that the
transaction is in the
public interest.
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Value for
Money (VM)

— KQ presently does not have the credentials to develop or operate an airport. It is therefore difficult to verify the efficiency matrix
presented in the PIIP.

Key consideration

The evaluation of the
proposed VfM KPls
may be deferred to a
later stage when, the
investment plans,
costs and phasing of
the investment are
finalised.
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: Key consideration

Topic Description
| —
: Financials i — KPMG recommends that a
: — KPMG has not received the detailed financial information that is required to confirm KQ is today able to fund the PIIP. review of credit
i We are advised that the documents (e.g. lenders offer letters and terms of the November 2017 Restructuring) are : documentation and KQ's
confidential and cannot be released without lender consent that will not be forthcoming within the timescales set down financial ability to comply
: by this DD. Financial outturn for 31 December 2018 has also been withheld. with the PIIP, be set as a
i — Furthermore, the KQ 5 year plan (FY18-FY22) has not been updated to cover the concessionary period. From : Condition Precedent prior to
: discussions with Management we are aware that certain financial amortisations have, under the November 2017 closing the deal as it will be
Restructuring, been rescheduled to years post the Syear plan. Such rescheduling could detrimentally impact the cash : necessary to adequately
: flow at KQ and thus their ability to fund the PIIP. i assess KQ's ability to meet
: — Based on discussions with Management, we understand that KQ was in breach of certain financial covenants as at : its obligations in respect of
June 2018 and received waivers from lenders to that effect covering the period through to 31 December 2018, : funding the proposed
KQ Management however could not confirm whether KQ remained in breach after the financial year end. : investment.
standalone : — KPMG understands that despite KQ having restructured their debt in November 2017, KQ has continued to face | — KPMG has been unable to
: difficulties in se%icing its debt. Management advise that they intend to initiate discussions with lenders on the : confirm KQs abilty to
possibility of further rescheduling/reducing principal repayments to lenders. KPMG considers that lenders are likely : finance the PIIP due to the
to find this further restructuring as unwelcome. However, it does indicate that there are serious liquidity challenges lack of certain financial
faced by the KQ management team at this time, which therefore questions the ability of KQ, under the existing terms : information being made
of support from lenders, to be the operator of JKIA and/or the key stakeholder of the SPV proposed under the PIIP. : available. If a second
If a second restructuring can be negotiated, then the full terms/impact of this should be released so that KQ's ability : restructuring occurs at KQ
: to fund the PIIP (including concessionary fee and capex) can be fully evaluated. : this may result in greater
i Approvals liquidity to finance the PIIP.
i — We understand that KQ's non-equity participating lenders have not been apprised of the PIIP. This could delay i
i receiving the necessary consents, and without these there is a risk that the PIIP may constitute a Material Adverse :
Change under the existing loan documentation. :
Separation !
matters :
— In the time available an accurate separation exercise was not possible, for example, the allocation of shared | —
administrative costs to KAA standalone and JKIA standalone, we noted instances where HQ expenses were fully :
allocated to KAA standalone. It is therefore likely that KAA's standalone EBITDA may be understated while JKIA :
Separation .  Standalone EBITDA may be overstated. f
matters : — Additionally, KAA should undertake a detailed exercise to quantify all the separation costs (both one-off and recurring) :

that may arise from the separation as this is likely to impact on KAA standalone’s profitability and cash flows post- :

separation.

— However, given the complexity of KAA and JKIA, we envisage a 12 month period will be required for a full separation :

to take place. o g e




e T —

{ — Some of the separation challenges to consider include:

—_ Location of KAA standalone head office staff

— Use of ERP and other systems.
— Novation of contracts

— How will transfer of pension be managed?

benefits continue to be provided to staff, and if so, at what level?
— Will the housing assets in question will be transferred to the SPV?

Settlement of any legal or contractual matters that lay claim on assets that are transferable to the SPV
Airport is a national security point. What would be the impact of JKIA being run by private company?

Some JKIA employees are highly (specialised) trained and conduct trainings for the other aerodromes. If the
JKIA staff are transferred to the SPV, KAA will need to fill the skill gap :

Location of the SPV has to be provided to transferring staff, this may mean a change in commute for seconded

staff and may have an impact on their choice.
Treatment of certain benefits (e.g. staff housing and benefits) needs to be clear — for example, will housmg

JKIA

standalone :

: Financials

JKIA summary income statement (FY16 - FY24, FY47)

KES mn 30-Jun-16 30401717- 30-Jun-18 30-Jun-20 30-Jun-21 30-Jun-22 30-Jun-23 3(
Revenue 11,636 13,082 13,841 - :

Aeronautic revenue 9,700 11,009 11,480 9,781 10,335 10,928 11,541

Non- aeronautic revenue 1,836 2,072 2,361 2,602 2,820 3,296 3,744

Concession fees - (821) (865) (913) (966)
Employment expenses (2,363) (2,631 (2,558) (2,100) (2,272) (2,459) (2,660)
Administrative expenses (1.673) (1,509) (1,548) (1,230) (1,291) (1,356) (1,424)
Establishment costs (757) (327) (484) (587) (620) (656) (692)
Reported EBITDA 6,957 8,748 9,385 17,309 18,504 18,820 21,255

The operator of JKIA should
be given KPis to increase
share of non-aeronautical

revenues. KPIs should also

r

~
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i — JKIA standalone is a profitable business, albeit, based on our benchmarking exercise, the portion of non-aeronautical :
revenue share to aeronautical revenues is low. We also noted the aeronautical charges are low compared to other

airports.
: Traffic
Passenger traffic {000) 2019 - 2022 2023 - 2027 2028 - 2033 2034 - 2037 2038 - 204
101,864
KAA 37.456 64,064 91,480 132,090 193,08 _
TA 35,703 59,485 85,399 124,141 178,60
2019 - 2022 2023 - 2027 2028 - 2033 2034 - 2037

Flight traffic (000)

1,235,226 1,514,832

629,886 983,680

511,568 786,892 990,036 1,245612 1,567,17

TA 511,568 786,892 990,036 1,245,612 1,567,17.

{ — We have looked at projected traffic at JKIA per the PIIP versus our projections of potential traffic footfall. The latter is :
: based on GDP regression and shows a higher traffic forecast. KAA Management's forecast projection is based on :
their estimate of traffic growth, which is on the lower side compared to PIIP. As Transaction Advisors, we have
reviewed the detailed master plan and provided our suggested traffic and capital expenditure plan.

It should be noted that JKIA currently achieves air traffic movement (ATM) of 130,000 planes per annum but only :
achieves a capacity of 60 passengers per flight. This indicates that JKIA currently accommodates smaller planes :
resulting in lower than expected landing and parking fees and APSC despite the relatively higher ATM. :

Development cost

— Based on our technical due diligence JKIA requires immediate development to accommodate the current traffic of :
7.7million. We noted, there have been delays in planned projects at JKIA which is causing a strain on passenger :
flows, aircraft flows and service levels. Therefore, we recommend the phased plan shown in the table below. :
The cost shown in the table (TA estimate) is higher than the PIIP and the KAA Management projections as we have
taken into account the 2018 key material prices in Kenya and the requirements in the development plan. :
KQ's proposed investment plan is based on KAA's 2010 investment plan and does not take into account the current :

passenger volumes.

1,830,15 __

include  minimum
spend p.a.

capex

The higher traffic projections
should be used in the final
transaction model. If such is
adopted then a concession
fee structure of fixed + a2
variable fee as a % of
Revenue could work.

JKIA needs to devise
strategies o maximize
revenues by optimizing
passenger numbers on each
flight

The higher development
cost should be considered in
the final transaction model
as this will impact on
transaction retumns.

More importantly, given the
traffic growth projections, we

recommend Phase | and
Phase Il development
commence simultaneously

and immediately.
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Phase 1 2019 - 2020 Terminal expansion to cater for an additional 5 million passengers
(Terminal B, C, D)

Enhance current runway

Enhance cargo facilities

76,682

Phase 1 2019 - 2023 Construct greenfield terminal building
Enhance cargo facilities

1,071,418

Phase 2 2030 - 2035 Construct new parallel runway
Enhance taxi ways

Enhance greenfieid terminal
Enhance cargo facilities

232,748

Phase 3 2030 - 2035 Construct new domestic terminal
Enhance cargoe facilities

92,522

i — As TA we have considered two scenarios for the development of the second new paralle! runway.

: — The first scenario could be the immediate development of the second runway without enhancements to the taxiways

and the current runway.

: — Scenario two would be to enhance the capacity of the current runway by building parallel taxiways and rapid exits. -
: This will increase the capacity of the current run way to 170,000 ATMs, coupled with a plan to build the second '
: runway in phase 2 which will become operational in 2035. Passenger traffic will exceed 25 million at that point. :
: — Once the combined capacity of both runways have been exceeded, enhancement to the taxiways of both runways :
: shall be carried out in the second phase. Due to the current challenge of low passenger occupancy per flight, scenario -

1 is preferred because it enables JKIA to operate a higher number of ATMs, thereby assuring that the passenger :

traffic growth that is forecast, will be achieved.
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KPMG

: — The KQ PIIP model could be altered so that KQ maintains a debt service reserve account which may be used for future timely :

debt service, thereby reducing the risk of covenant breaches.
— The PIIP does not include a detailed master plan. It is therefore difficult to ascertain the achievability of KQ's proposed

_investmentplans. L e e

Po— Assumes current rates as stated in the Concession Order, 1996
P— Weighted average Landing charge is USD 348 / aircraft

Aeronautical revenues . —  Assumes changes in the Concession Order, 1996.
C— Assumes an immediate uplift in the price to compensate for the
period post 1996 and a further escalation of c2% pa. :
— Landing charges are assumed to be increased by 30% in the first
: forecast year to USD 480 / aircraft :

C— No pro]ectmns has been made on the land side development for the
new capital expenditure proposed.

Non aeronautical " —  No projections have been made on the land side development for
the new capital expenditure proposed.

| i | —  Based on KAA management projection and estimates of future traffic

Traffic forecast | — Based on GDP regression and shows a higher traffic forecast |
5 ; growth
| — Domestic = 11%
| — International — 6%
APSC e Assumes collecting APSC and increasing the charge — Assumes only collection of KAA share of collection
Capital expenditure = Phase | — 2019 - 2023 USD 390mn - Phase | — 2019 2022 USD 1. 1bn
—- Phase Il - 2019 - 2023 USD 510mn — Phase Il — 2024 — 2026 USD 348mn
— Phase Il - 2030 — 2032 USD 150mn

32
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KPMG

y ) _ |
DSCR P— The debt service reserve account is negative over 3 years from 2028 ‘r
to 2031. The minimum DSCR in the investment proposal is shown : i
' l

|

|

|

|

Maintains a 6 monthly debt service reserve account

: at (0.22).
P— While there is, at that time, a forecast cash balance in the SPV of :

USD 285 mn.

| Dividends { —  PIIP assumes 100% dividend payout from the year 2031 onwards.

I
|
|
|
{ | i ards. | —  Assumes only 80% payout.
‘ Hence there is no cash balance left in the SPV. i

i

Key consideration

- Description
I| .
Concession

¥ Fees (USD'000) 2019 -2022 2023 - 2027 2028 - 2033 2034 - 2037 2038 - 2042 2043 - 2047

l KQ 118,904 165,579 185,905 321,927 380,613 451,761
! i | KAA 34,359 56,544 87,267 78,660 549,476 2,327,331
i [ TA 34,359 56,544 87,267 178,660 549,476 2,327,331
| Key )
ICEEECN Internal rate of return
|
| : |Project 20.0% 20.8% 23.1%
.‘ - |Equity 22.7% 20.2% 22.4%
ﬁ
3 i — KAA standalone (wﬂhou.t Jr(lA) milrreqelﬁreﬁfu'\_él-r;; é;HE:S:Eér regicr}elﬁe;r;)rc:rfte ;Eé'e:o—é}o_rﬁgvéﬁ{e—s -a_n—:i—re\;e-nues areﬁf ;“I&-Airst;n_(;;(;e_le_ .c.c:n-elde;‘
| KAA_ not sufficient to cover operating expenses. i increasing  revenues  through
! standalone : _  Moreover, one off liabilities such as environmental remediation, pension deficit funding and contingent liabilities are deemed increase  in  non-aeronautical
L : to remain with KAA which require funding. : revenues and aeronautical charges.
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" Concession fee proposed by KQ reduces the KAA funding requirements but not entirely. Therefore, we have presented 2 © —

BKAA  funding

other concession fee options which reduces the KAA funding requirements but not entirely.

requirements under different
gl scenarios
: Maximum
- 5 years 5 years S years 5 years 5 years 5 years/funding
¢ |KES million FY19-FY23 FY24-FY28 FY29-FY33 FY34-FY38 FY39-FY43 FY44-FY48 |requirement
. |Net cash flows generated by
. |KAA standalone (20,03¢) (22,087) (27,716) (39,847) (63,420) (103,026)  |(276,134)
Scenario 1: Net CF including
. lconcession fees from PIIP (4,842) (4,976) (6,432) (6,239) (23,648) (55,783) (101,919)
: Imodel
: |Scenario 2: Net CF including
: lconcession fees from
lshadow bid model (KAA(16,083) (16.171) (18,357) (20,034) (27) 230,114 (77,272)
: lcase)
. IScenario 3: Net CF including
: jconcession fees from (15,854) (16,082) (18,446) (20,283) (781) 228,061 (77,615)
: [shadow bid model (TA case) |

They may also need to look at
synergistic ways of operating other
airports to reduce costs, with early
retirement being an option for some
staff.

Environme |

ntal

As the transaction advisors we were not provided with all the required E&S documentation by the Kenya Airports Authority :
(KAA) and Kenya Airways (KQ) in particular, it has been assumed that some aspects of E&S management are deemed not to :
be in place, or not adequately managed. The absence of the requisite documentation, or proof that the E&S aspects and risks :
identified are being adequately managed on the JKIA site, implies that several significant red flag items require attention in
the short term to ensure compliance of the facility with Kenyan laws as a minimum, and to the requirements of the IFCs :

Performance Standards.

Some of these red flags require immediate attention and have been flagged as such in the Environmental and Social Action :
Plan (ESAP) presented in our detailed report. In summary, there is a major gap in the lack of identification, quantification and :
and likely one of the site's largest potential environmental liabilities, is a :
significant quantity of hydrocarbon seen on the ground at workshops and in the storm water drains flowing onto the road, as :
well as a lack of pipeline integrity tests for underground fuel pipelines, both of which points to poor hydrocarbon management, :
with the risk of soil, surface and groundwater contamination. 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 site as a whole. This |

mitigation of potential site impacts. For example,

is one example of a non-functioning Environmental and Social Management System (ESMS) implemented for the site.

It is the transaction advisors opinion
that the high risk actions as listed in
the ESAP are necessary to reduce
E&S risks to a scale that can be
considered satisfactory. It is
estimated that ESAP action items
can be rectified within a period of *

months, but will require
management effort and commitment
to complete. The cost of this
remediation is included in the
projected KAA standalone forecast.
However, it is important that these
environmental  remediation is
undertaken prior to the transaction
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Operating

analysis

As per the PIIP, KQ proposes to engage an external advisor to assist in day-to-day operational activities at JKIA, should the :
PIIP be sanctioned. The PIIP recommends five operators, all seem to have international experience in both developed and :
emerging markets of operating airports, other than Flemingo International, who only operate duty-free stores. As such
Flemingo International should not be considered for airport operations. The airport operator determines the best way to !
manage retail space. :
With respect to the five recommended operators, as at the date of this report, KQ has only availed marketing materials, :
financial statements and letters of intent with respect to one of the pre-qualified airport advisors, TAV. Not only do we not have :
any detail on the other potential operators but KQ Management have recently indicated that they now intend to operate JKIA ¢

themselves, using an operator only as a consultant or under an interim management agreement. This is a substantial move ;
from the PIIP and there must be a risk that the operational expertise may not be delivered, especially as KQ is going through :

a substantial turnaround exercise/ second restructuring.

Government procurement 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:
N internationally.
ground handling services.
operation, and maintenance of airports.

London.

operators of the Mumbai International Airport.

Aena SME, S.A., a Spanish state owned company that operates, maintains, manages, and administers airports in
Fraport AG, a listed German company that offers airside and terminal management, airport security management and
Malaysia Airport Holdings Berhard, a listed Malaysia company that engages in the development, management,
VINCI Airport SAS, a leading global airport concession holder and operator that recently acquired Gatwick Airport,
GVK Consortium comprising of Mauritius Bid Services Division, GVK and ACSA Global of South Africa, the current

Sovereign airport authorities have regularly entered into concession agreements (via a SPV) with private sector :
consortium (consortium comprises operators and funders), in a bid to make the airport operationally efficient and
profitable. These concession agreements are between the airport authority and a private sector consortium. With each :
holding an equity stake in the SPV. The private sector consortium injects equity into the SPV so that there is ‘skin in the :
game'. Typically, there has been initial consideration to the airport authority for the contribution of the assets to the SPV. :
It is proposed, KQ operate JKIA. The reason for airlines not operating airports is to avoid anticompetitive behaviour on all :
matters, including slot availability, space, service, charges, etc. However, there are varying operating arrangements seen :
where an airfine is indirectly involved in operations of an airport by virtue of joint ownership by the respective Governments. :
Examples of this have been at Addis Ababa Bole International and Hamad International Airport. There are examples of airfines
operating a terminal within an airport such as Silverjet Airline in the UK, however, this is not a typical operating model for an :

The decision tc appoint an airport
operator needs to be made at the
Board level and a public
procurement process should be
undertaken for such procurement
contracting.

There appears to be uncertainty as
to whether KQ is to employ ar
operator to run the day to d:
activities at JKIA or to engage an
operator as a consultant. This
should be dlarified upfront to ensure
there is sufficient expertise to run
JKIA (a national asset) in a fair and
transparent manner as well as
efficiently.

Airlines do not, typically, operate
airports or hold a stake in these
SPVs. The reason for airines not
operating airports is to avoid
anticompetitive behaviour on all
matters, including slot availability,
space, service, charges, efc,
However, there are examples of joint
ownership of an airline and airport
by Government.

airport. U

HR

PIIP clarifications are essential in the following areas:

Placement of JKIA Head Office staff in the proposed SPV organisation structure.
The detailed SPV organization structure has not been provided, which is essential for determining which staff will/ are required
to transfer.

Criteria for selection and retention of seconded staff needs to be known upfront.

Clarity on the policies and procedures (e.g. disciplinary, code of conduct, etc.) to be applied during secondment should also
be provided.

Secondment option

The negotiated approach should
use the secondment period as a
“test” or “condition for a concession”,
as opposed to a part of the
concession period.

]




DEBT ANALYSIS KENYA AIRWAYS OWES KENYA Al RPORTS AUTHORITY

SINCE 1* JULY, 2005-30™ JANUARY, 2019.

What to note:-

i. For the last ten years Kenya Airways PLC has been making loses,
ii.  Kenya Airways PLC owes Kenya Airports Authority approximately Kes:

4,853,625,353.68.

iii.  Kenya Airways PLC revenue base is approximately Kes: 120 billion annually
compared to what Kenya Airports which is Kes: 16 billion annually while
JKIA being part of KAA generates approximately Kes: 10 billion annually.

iv.  The balance sheet of Kenya Airways PLC is on the negative and more debts

than equities.
V. The exchange rate of the USD to KES is 102,

vi.  The monies in dollars are charged at the international rates (landing fee, airside

parking fee, take off fee, aeronautical air bridge).

These are the debts:-
. oo

—

Kenya Airways Limited PLC

YEAR KES

1" January, 2010 to 30" January, 2019

455,232,648.28

Us

Kenya Airfreight Handling

1 1" July, 2005 to 30" ) L2019
Limited T Sy 247,980,600.84
African Cargo Handling -
o | 1" July, 2007 to 30" L2019
| Limited 3 S e (208

744,649,411.04

Airport Passenger Service

2,447,862,660.16

Charge(A.P.S.C) B 1,000,000,000,000.00

23,585,908.76% 107

=2,405,762.693,52

TOTAL DEBT

Kes: 4,853,625,353.68 Billion

2,447,862,660. 16+2,405,762,693.57--

SO



Kmyq Sub.miwrp chuid:nan 1996

THE KENYA A.IRPORTS AUTHORITY ACT

. = Y- (Capr399)- - -

T THE KENYA AIRPORTS AUTHORITY REGULATIONS

’ ’ (Sub. Leg)

IN EXERCISE of the powers zanferred by seciizz 1L (3)

. : and secton 39 (1) (i) of the Keaya Airports Authorizy Act the
2 ¢ e Minister of State responsible for marters reladog to lerut_rﬁme:
2 ; : “makes the following Order:—

THE KENYA AIRPORTS AUTHORITY CONCESSION

b EosTald Iy 5 = ORDER, 1996
’ 1. This Order may be cited a1 the Kenya Airports Authoriry
.Concessian Order, 1996 and shail be deemed to have come inwm
aperation on lst July, 1996.

Lola aliiiiin o3 othe cexzeal faa3, ather charges 1t omates
levied by the Authoriry the !oilcwing business cazegaries 1aaii
acract a Concsasion Rarte i every gaze=sd aiorw

i o s < . . i 4 ! Concession |
A ';‘.‘- . _" wr v ! Rate—p.a. ] Gueranteed
T T Buniness Careyury (Grosx Minpneem Fes
: . Turnover) 1 17.2)
Vel % Sh.
' " ° »Ground Handling Cargo and
Passenger o) 1% 12¥% ! 1.000.5rQ //
.Ground Handling (C.u'go} i T w 10% © 1000720
"Ground Facilitatioc and Co-ordi-
r aation .. 25 £00 09
. ‘o Adr Charter and Broknn w8 et l 25C.00
Sdx Alircran 1 echnical Sesvicn it 3*e ! 1m.eco
A mmunnmwn o | 2g0.peemd j
o3 Shops .. i 10% lusss ﬂﬂ’\:r Q. .
WMAS .Lz-erinc Servicai (Infligh. Catcrmn i .
Bars and Restaurana 24 —_— 100, "30
Ausines Centres . e 65 100,770 .
Tqun and Travel Daiks . o] 6% 120.00%)
Tax. Caunters . i 482 . .0¢ o
Hotel Booking Booths 8§ 123 70
Forax Bureaux o 123,000
served Lounges for Al r'inn —_ 120,900
Adwml:ln: Billboards and [{oar- 5
ding ‘o s . 0y -_
0y Advcnhlnr (Othm) “ e 25, -
& Car Roaualy .. 8% .
Clearing aod Forwnrdlng (Alr- i
frelght Services) . ea | 4% 150.000 K
Courer Services ., v vy 64 £39,000
- Carpo Cometidatan .. ke 6% 230.000
r Banking Services . = R | 250,000 ner unit
—aft Luggage . ' 3ie 4% 100,000
Cargo Handling ('WAP) as b th Sperkg e
Sell-Handljng Alrcrann ., e Uss?, 500
per flight

Made o the Sth July, 1956, J. KALWEN,

S N Minister of State.
&



Kenya Aviation Workers Union

= LAt ial
All correspandents should be addresacd to el Asrpart gmphe fad

b llags .
SRIA Carps
il TIRALE S

Nairotn. hewys
lel G719 00 e

3" Nov, 2018
the Managing Ourector & CE O, 23", No

Kenya Airports Authonity,
0.0 Bax 11001- 00501,
NAIROBL,

Dear Sir,

RE; REPORTED TAKEQVER OF JKIA BY KENYA AIRWAYS PLC

It has come to our attention thiough local media reports and our membets o1 KAA that Jomo Kenryatta

International Airport is in the process of being feased/ taken over by Kenya Airways PLC

As you are aware, Kenya Aviation Workers Unian has o subsieting Recogrution Agreement with your
organization. tn ine with our mandate of representing and safeguarding the interests of employees, we
ask to be given the following information:

¢« Whether or not there are such plans to Merge/lease JKIA 1o KQ,

e Andif so, the status report of that process,

«  Whether such plans will have any bearing on employees and more precisely to the Unioncable
cadre.

Your response within seven (7) days of this letter will be appreciated.

Yours sincerely,

il

o

Moss Ndiema
Secretary General
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RIGHT OF REPLY

Proposed JKIA

There has been a lot of
speculation about the
proposed (note proposed
only at this stage) Private Public
Partnership (PPP) between Kenya
Alirways (KQ) and Kenya Airports
Authority (KAA) for the operations
of Jomo Kenyatta International
Airport — much of it ill informed,
inaccurate and, quite honestly,
damaging for both parties and
Kenya.

The proposal, which winsg
initiated by KQ, and supported
by the Kenyan Government
through Cabinet approval, was
firstly to reposition Nairobi as a
major African hub for business
and tourism. Businesses would
find it convenient to place their
headquarters in Nairobi bringing
with them new jobs, more
opportunities for Kenyan companies
and to make connecting through
Nairobi easier and simpler.

The second objective is to
increase the importance of JKIA
in terms of passengers and other
airlines by improving airport
facilities, terminals, runways and
ancillary services. This would bring
additional revenue not only to JKIA
but also to KAA and Kenya Revenue
Authority.

The third objective was to
improve the financials of KQ so
inat it couid expand both 1ts ileet

and the network, enabling it to offer
more destinations to both Kenyans
and visitors and compete on a level
playing field with other airlines
such as Ethiopian, Qatar, Turkish,

Emirates and RwandAir among
others.

What seems to have escaped most
of the ill-informed commentators
is that the position of JKIA and
Nairobi as a financial and business
hub has been deteriorating over
the last 10 years. Just look at what
Ethiopia is doing at its revamped
Bole Airport. Both passengers and
cargo are moving to Addis Ababa.
Why? Because their Government
has decided to invest in both its
airline and airport as a strategic
move for the country. Rwanda is
doing the same.

What is Kenya doing? Have you
seen the state of our airport? Do
you know that KQ’s operating costs
are among the highest in the world?
Kenya allows everyone to fly here
but we, as KQ, are not afforded
similar rights in our neighbouring
airports. Do you know that we carry
less than 3 per cent of the cargo
leaving JKIA? Do you know that
foreign airlines are allowed to carry
cargo from Nairobi to anywhere in
the world but we are restricted?

Do you know that all revenue from
aviation in our competitors’ aviation
hubs stays within the hubs and goes
to improving both the airline and
airport? The essence is to create

a system where all the assets are
supporting each other. 1< it going to
heip KQ? Yes, of course.

Yes, we have made mistakes over
the years — we have never admitted
that this is a unique industry
requiring special skills and financial
investments. We have not invested

deal in best interest

Most of these
comments are ill-
informed because most
people are not aware of the
challenges facing our airline
and do not understand
the process of a Privately
Initiated Public Proposal”

in our staff with the result that now
we have to employ more expatriates
than we would like.

We made some bad financial
decisions in the past which we are
now trying to rectify. The fact ig
that if we do not Erow our network,
our fleet, our systems, ow airport
and our staff, we will be relegated
over the next years to becoming
smalier and smaller and perhaps
even cease to exist.

I came on board as Chairman
of KQ to restore the pride in the

Pride of Africa and to grow this
airline and this industry to be an
important component of Kenya's
Gross Domestic Product. It is
disappointing to read comments
from people, politicians, union
leaders and business people that
this is a corrupt deal that will
benefit a few, that will destroy KAA
and KQ and that will lead to a loss
of jobs.

Most of these comments are ill-
informed because most people are
not aware of the challenges facing
our airline and do not understand
the process of a Privately Initiated
Public Proposal. This is only a
proposal only at this stage which
needs to be reviewed, analysed and,
if thought to be in the best interest
of both parties, approved. We are
still in the proposal phase and to
ridicule it at this stage is premature.

This is a well-thought-out
proposal after considering a number
of other options. This is considered
to be the best option for Kenya as a
whole, KAA, KQ and all the various
stakeholders and shareholders, This
was not done to protect any bank
or individual or family but a clear
business decision based on the

. proposition that KQ should be seen

as a strategic asset of Kenya (even
though it is only 48 per cent owned
Dy the Government of Kenya and
hence the Kenyan taxpayer), and
should be able to compete on a level
playing field with airlines that are
mostly 100 per cent State-owned
together with their airports.

There is no intention to take over

A dne. Davriawr | 19

of Kenya

the most important and profitable
asset of KAA without ensuring

that the authority receive an
appropriate concession fee to allow
them to continue to operate all the-
remaining airports and airstrips
cost effectively.

This concession fee will be
part of the negotiations, which
are yet to begin, together with
other important criteria such
as job protection, service level
agreements, commitments to
build and/or improve the JKI1A
terminals and infrastructure and,
most importantly, to treat all other
airlines equally and correctly in
exactly the same manner as KQ.

Despite the various allegations,
there will be no job losses from
either JKIA or KQ but indeed
we estimate that there will be an
increase in the number of jobs in
the Kenyan aviation industry.

We are forecasting that the
number of KQ aireraft will double
over the next five years, the
number of jobs will increase over
the concession period to more
than 3,000 from the 950 currently
and the number of passengers will
increase from 7 million to nearly 12
million by 2022 and to 30 million by
the end of the concession.

o dlans oL

In eonchicinn T halieyn that ¢,
current PPP proposal is in the best
interest foremost of Kenya and
Kenyans, business, tourism and wil]
increase the country’s GDP.

e
The writer is the Chairman, Kenva
Airways Board of Directore



KQ CEO Office

From: KQ CEO Office

Sent: 28 February 2019 12:37

To: KQ Group Members

Subject: CEO staff Communication : Myth or Fact - Sharing the Facts

Dear KQ Family,

whilst Creating a happier, Motivated ang productive workplace, Considering that we all spend g large amount
of our time here every day.

What js 2 Special Purpose Vehicle?

This is a term may have seen in the media ag well as socig) forums. s Meaning ang implicati
largely Mmisunderstooq. Simply put, the SPy js a subsidiary Company or legal entity with th
facilitatin_q the parent Company's financial arrangements including investments Whilst not compromising the
whole KQ group. This Ensures that the KQ group and staff are not in any way CoOmpromised and are hence
Protected o shielded from any possible adverse impact or risks.

What js the role of the SPV ip our current context?

In our current context, if the terms of concession jn the proposeq Private|
(PNIP) are agreed upon between kq and KAA, the SPV will e Created. |ic
assets and OP€ralions. As he concessr‘onaire, that js, th

Y Initiateq Investment Proposa|

Sole aim wiy be to Manage JKIA4'

- s
€ entity Chargeq with "Unning the operat?ons the
1



SPV will be responsible for all JKIA operations, save for those of the Kenya Civil Aviation Authority or any
other agencies.

As this is a separate entity, | want to assure you all that this will not have any impact on KQ staff as you are
not part of the SPV arrangement. In fact, the SPV is designed to make our operations as KQ more efficient,
offer distinctive customer experience and even create more opportunities for Kenyans.

Will the salaries of JKIA employees be reduced after the transaction? Won't they lose the pension
scheme benefits that are to be granted to them as public servants?

Not at all. The salaries of JKIA employees will not be reduced after the transaction and the Public Private
Partnerships Act (PPP Act) provides that the seconded employees are deemed to be employees of the SPV

and their terms not be lower than their current terms and conditions and further these will be mutually agreed
upon.

Are there any plans to declare KQ employees redundant?

Let me dispel this rumour once and for all. The Privately Initiated Investment Proposal (PIIP) does NOT
propose for any KQ staff to be seconded to the SPV. One of the underlying principles of the PIIP is to increase
jobs and provide more employment opportunities for Kenyans.

business aspirations.

How many aircraft does KQ really own? There is a rumour that we only own 3.

This is preposterous! KQ has a fleet of 40 aircraft out of which we own 20 aircraft, 3 aircraft have been fully
paid for and the remaining 17 aircraft are still under financing arrangement. Within the aviation industry today

Remember, opening a new route may sometimes mean that an airline may make losses on the route for
some months or even more than a year, as it establishes itself and gains market share and confidence and
most importantly have a return on investment. As KQ, we have had to go through this as well.

Coming back to KQ planes, | want to confirm that we have since fully paid for 3 aircraft and the other 17 are
currently being financed.

Is it true that we have reduced the New York Frequency of flights down to 3 flights per week?
This is absolutely not true! We as a business, opted to adopt a seasonal cycle that would either have 5 flights



It is true that | am not in favour of insourcing staff and this has been a topic of discussion and 3 point of
disagreement with the Union. Awarding staff the same rates as KQ mainstream not only rapidly increases
our employee costs by over 300% but also hinders our plans as KQ to create more employment opportunities
for more Kenyans as less number of jobs will be available as a result of the increased costs, One of the
commitments we as management made to the Government when they agreed to grant us their sovereign
warranty was that we will create more job opportunities for Kenyans. It is therefore not prudent for us to
increase salaries by 300% as a business whilst at the same time denying many Kenyans the opportunity to
work with KQ and further benefit from the numerous outsourcing opportunities that we provide under this
arrangement.

The above notwithstanding, the MoA clearly stipulates that during the 2-year contract period (due to end after
March 2020), parties will agree on the terms of service that will apply after the expiry of the initial contract
period. We are yet to complete this time period and the contracts are not even a year old.

At no point was it ever discussed that there shall be no outsourced staff or that a|| outsourced staff shall be
converted to permanent terms. | understand that this response may not necessarily be what you would wish
to hear at this point in time, but | promised you that | would always be open and honest with you on all matters
and | intend to keep this promise and not sugarcoat the facts and accurate position on the ground.

Is it true that the negotiations have stalled?
This is not true. Management held discussions with the Union last year ang informed them that we were
) le b ; .

Yours sincerely,

Sebastian Mikosz
Group Managqing Director & CEO
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-Directors’ Remuneration Report

(Gontmued)

INFORMATION NOT SUBJECT TO AUDIT (Continued)

Directors’ Contract of Service .

The tenures of the Directors In office at the end of the current financlal period are tabulated below: .

Director Start of Contract End of Contract Notice Period
Mr. Michael Joseph 2016 2019 ' N/A
Mr. Sebastian Mikosz 2017 2020 ' -
Mr. Josef Veenstra 2017 2020 | N/A
Mr. Jason Kap-kirwok 2015 2019 N/A
Ms. Caroline Armstrong 2017 2020 N/A
Dr. Kamau Thugge 2013 2019 N/A
Prof. Paul Mwangi Maringa 2017 2020 | N/A
Ms. Caroline Musyoka 2017 2018 N/A
Mrs. Esther Koimett 2017 2018 5 N/A
Mr. Martin Odour Otieno o201 2018 i N/A
Mr. Nicholas Bodo 2017 2020 j N/A
Mr. Festus King'ori 2014 2019 | N/A
(Rtd.) Major General M. Gichangi 2017 2020 i N/A

and secondment on the floor of the AGM.

The remuneration of all Directors is subject to reqular review to ensure that levels of remuneration and compensation are appropriate,

INFORMATION SUBJECT TO AUDIT
The remuneration pald to Directors in the period under review and the prior
31 December 2017

year Is summarised in the table below:

Value of

Compensation Non-Cash|
Salary Allowances Fees for Loss Btmrltsi Total
Director KShs. 000 KShs. 000 KShs. 000 KShs. 000 KShs. 000! KShs. 000

Mr. Michael Joseph 2 13,500 - - 13,500

Mr. Sebastian Mikosz 24,630 18,631 - 3,433 46,694
Mr. Mbuvi Ngunze*” 6,701 538 - 58,848 737| 66,824
Mr. Josef Veenstra . 568 395 . | 963
Mr. Jason Kap-kirwok - 742 665 - 1,407
Ms. Caroline Armstrong = 568 665 o 1,233
Dr. Kamau Thugge 395 - . 395
Prof. Paul Mwangi Maringa . 351 - 351
Ms. Carol Musyoka : 44 64 - - 108

Mrs. Esther Koimett : - - - -
Mr. Martin Odour Otieno 44 64 - -l 108
Mr. Nicholas Bodo - 699 - " g - 699
Mr. Festus King'ori - 786 - - 786
Mrs. Wanjiku Mugane . 655 623 - - 1,278
Mr. Ron Schipper 742 395 ‘ 1,137
(Rtd.) Major General M. Gichangi . 131 132 - - 263
Total 31,331 24,148 17,249 58,848 4170 135,746

ral




FROM

TO

Company: Interim Management Monika Kieltyka-Michna

Address: ul. Welniana 29,
02-833 Warsaw, Poland

Tax Identification Number: PL 9490966877

Company: Kenya Airways PLC

Address: Airport North Road, Embalkasi,
PO Box 19002-0501, Nairobi, Kenya

Unit price Total value s Totalva
No. Service name Currency  [Quamiiy{  with VAT tax {usp) | “n',' rts] - VilsaotvAT without the
%) tax (USD)
(usp) with VAT tax (uso}
Services in February 2018 as specified in the ik
Agreement signed as of January 2, 2018 United States applicable
1 dollars 108,000.00 108,000.00 0.00 108,00
Uslugi za miesiac luty 2018 zgodnie (UsSD) MNie
zumowsy z dnia 2 stycznia 2018 r. podiega
' including:| 108,000.00 usp | M 0.00 105,000.(
i applicable e
Not
| Payment method: Bank transfer TOTAL:| 108,000.00 USD applicable 0.00 ( 108,000.(
|

Date of payment: March 10,2018

Bank account number: PL 85103000190108400471058461

Total value: 108,000.00 USD

One hundred and eight thousand
United States dollars

Additional comments

KENYA AIRWAYS PLC

<: >C MS\QJL_“

INTERIM MANAGEMENT MONIKA KIELTYKA-MICHNA

/ L - -4 "
E [




02/2018 | Llssue date:

PR P

March 1, 2015

FROM

T0

Company( Michat §mierﬁcih

Address: ul. Poziomkowa 12

42-256 Olsztyn, Poland

Tax |dentification Number: PL 5732501856

Company: Kenya Airways PLC

Address: Airport North Road, Embakasi,
PO Box 19002-0501, Nairobi, Kenya

Unit price Toral value Total va
o, Service name Currency ant with VAT tax (usp) FIAT ::: rte “:'l:'s:;r without the
(uso) with VAT tax J it {ust
Services in February 2018 as specified in the
Agreement signed as of January 2, 2018 United States Not apglicable
1 dollars 1 82 000,00 82 000,00 0,00 82 00
Ustugi za miesiac luty 2018 zgodnie z umowg (UsD) NP.
z dnia 2 stycznia 2018 r.
including:| 82000,00 usp |NettePlcabie/ | o 82 000,0
Not applicabl
!‘ Paymeat method: Bank transfer TOTAL: 82 000,00 USD | 'p:,,f‘ B 0,00 ( 82 000,0
|

| Date of payment: Miarch 10,2018

|

Bank account number: PL 20 1140 2004 0000 3112 0196 7694

S

Total value: 82 000,00 USD

Eighty two thousand United States dollars

Additional comments

KENYA AIRWAYS PLC

(

~2

M- M

Wl

MICHAL SMIERCIAK
i

f] P
iy




b

Salama | thotta
INVOICLE

henva Arways LTD

PR 095337

0L Box 149002-0051

Fmbakasi Narohi Kenya

INVOICEFOR PROJECT DANTE - MAY 2018
PIN: POS139824 1011

Attention: Sebastian Mikosz

Drate: 20 Moy 2o
Invoice No SF(;'{.,I:{.‘I H/l64 4

o Numh: S
: Serial l)cstrlpllun "___H ) ' o 7l_h_n ! __ !l.llkt'ri o
{ 4 Close Protection Officere | P, USD 4,477 l S0
2. ! Satama Fikira Travel uu.111}'}}1.4;;_1_‘-__;._1;;. o <2 UsSh3vau | Osh
1. ! Overs Rt and Management Cost (550) _ | l l ush
4. [SubTotal , , ., UsD
o [VATattew. T g,
| 6. [ Total Duc ‘ ' | usn

f\l‘l"\rlllull :
1§,954.00 I
N !1 ll" |
15070 |
9,464.70 |
T1L614.15
10.979.05 |

Please transfer US Dollars Ten Thousand Nine Hundred Seventy Nine and Five Cents Qnly.

1 ¥

Kenya Shillings Amount USD 10,979.05

Please provide the following instructions to your remutters with regards to transter of funds in

Please provide the tollowing instructions 1o your remitters with regards to transier of tunds i

IATER
[ Amount Jusp10979.05 |
| Beneficlary Bank ] NIC Bank Lrd o
' Bank Code o041 B
Branch Galleria, Nairobi, Kenys t
BranchCode 115 o l
Swift Code | NINCKENA
1 Account Name Salama Fikira Group Ltd <]
[ Account Number | 1001107778

Invoiced prepared by Mich ol oo naved by Dishon Mahinda

Koad [_._;!',l’ INaira

ln. e 1



PRESS STATEMENT ON THE OWNERSHIP OF KENYA AIRWAYS' AIRCRAFT
FLEET

Kenya Airways has a (leet of 40 aircraft as at the date of this Press Statement.
These include 20 aeroplanes that are directly owned and operated by Kenva
Airways, and 20 aeroplanes that Kenya Airways has leased from other entities.

In-a bid to address overcapacity and to optimize the utilization of its assets,
Kenya Airways has leased a number of its aircraft to other airlines. Of the 40
aeroplanes in its fleet, Kenya Airways has leased three Boeing 777-300ER
aeroplanes to Turkish Airlines, and one Boeing 787-8 Dreamliner to Oman Air,
Kenya Airways earns lease rental income from these ar rangements,

Summary of Kenya Airways Fleet Structure:

'F‘*‘T!’"“’““‘"{r A TV R s Y
; §0 wmﬁﬁ

'l!y Je jb{ a1
Boeln: 777-300 ER |

L._....._u -

aoeing 7878 ' 13

'Boeing 737-800 - T Ty T ]

|

- —rns W e - - — - — - - - i
| Boeing 737-700 - 2 2

[Boeing 737-300 D Y I : 1 T

Boeing 737-300F D D 2

Tmbrnrwﬁ I 10 sy 15




OWNED AIRPLANES

Kenya airways PLC owns 20 airplanes and 17 of them are financed as shown
below:

i
¢

Boeing 787-8

« City Bank NA

|
i PAS - v avyse At iy

Boeing 777-300 1 ) i 2 * JPMorgen Chiese bank |
. * Afrexim Bank | '
Samburu Ltd Loan structure fnanced by '
[mbraer 190 10 [ NEX i e * Standard Chartered Banb. Ing!
’ i ¢ Alrexun Band
Bocing 737-300 3 fhy ran. el Fully paid for

LEASED AIRPLANES

Kenya Airways PLC has 20 airplanes that arc leased from 11 different Lessors,

iy o AR
| i a 1 £ ,”‘r |‘. " ,','_'-4'\ .’: : ol £ '..( .r,'.i, "\;l‘w g
\ R Gyt M ek R L A
Aviation Capital Group " Calitornia, USA 297 : 3 Boeing 737-800
| Boei 7-
! GE Capltal Aviation Services Dublin bre langa 5 031 ! ! ERETNTAon
GECAS lcut, USA |
( ) Connegtizut, 1 ' Boeing 7878
China Development Bank . . :
Be hina 5 1
(CDB) Leasing eijing, Chin ; 151 Boeing 737-R00
MACQUIRIE AlrFinance ‘ Sydney, Australia v 202 1 Boeing 737-800
Goshawk Aviation | Dublin Irelang 223 2 Boeing 737-800
AERCAP Dublin, reland 1,153 1 Boeing 787-8

Dobai Acro n ;
’ .ra‘ erospace Enterprise Bubai, UAE - : Boeing 787-+



Bank of China (BOC) Aviation S A e JRYS 1 Boeing 777-100 £r

Cross Ocean Partners [ondon UK N/A 2 Boeing 737700

China Development Bank

Ve hin 51 g 777300 FR
{COB) Leasing Beving, China I ! Saeing

Nordic Aviation Capital Bllund, Denmark AbK 5 Embraer 190
The Ministry of Transport, Intrastructun e, Housing, Urban Development and 1 ibli

Works continues to work with Kenva Airways to further optimize the airline’s fleet so s
to boost revenues and reduce costs

JAMES MACHARIA

CABINET SECRETARY,

MINISTRY OF TRANSPORT, INFRASTRUCTURE, HOUSING, URBAN DEVELOPMENT
AND PURLIC WORKS

A" March 2019
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efficiently managing air safely

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No ........ 2433 e,
;1._ -_N ationality and 2. Manufacturer and Manufacturer's 3. Aircraft Serial
Reaqistation Mark Designation of Aircraft Number
) EMBRAER S.A-Empresa Brasilerra
5Y~FFE de Aeronautica S.A 19000586
Embraer 190-100 19w

4. Name of Owner

Name of Lessee: KENYA ATIRWAYS LIMITED

Name of Financier: AFRICAN EXPORT — IMPORT BANK

: C/0 Intertrust Spv (Cayman) Ltd

Address of Owner
87 Mary Street
George Town
Grand Cayman KYI-9002

Cayman Islands

Address of Lessee: Airport North Road, Embakasi
P. O. BOX 19002-00501

NAIROBI - Kenya
Address of Financier: 72(B)El Maahad E1l Eshteraky Street

Heliopolis
Cairo 11341,
Egypt (as Security Agent for and on behalf
of certain leaders) , .

y entared on the Kenya Aircrall register in acei dance

Itis hereby certified that the above described aircraft has been dul
2 ! i i ivil Aviation daled 7th December, 1 5 ith the Kenya Civil Aviation 71, and
wilh the Convention on International Civil Avi m\ y

the Air Navigation Regulations issued thereunder applicable in Kenya. Q (oINS
(&)
Cas =2y
= Kg C
(2_ My F))
X o g

(2 \\‘,

g w5 I 34 41134 3 )
Date of issue ... XEEh Degember,;. 2012, L S
e g
by authorily of the Direclor General

NOTE

[ Thus Ceniificate is not proof of the Aircraft Ownership .
Y cnisies or endorsements miay be made in this certificate except in the manner and by the person authorised for ithat purpose
[1.T7.0.
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efficiontiy TAANAQING Air salety -
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KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

2439
No .......35

..............................

1. Nalionality and 2. Manutacturer and Manutacturer's . Aircraft Serial
Registafion Mark Designatior: of Aircrafi Number

Empresa Brasileira de
Aeronautica S.A 19000579
Fmbraer 190-100 IGW

5Y-FFD

4. Name of Owner

Samburu Limited'

Name of Lessee: FKenya Airways Limited

Hame of Financier: African Export - Import Bank

5. Address of Owner C/o Intertrust SPV(Cayman) Limited —~— — —— ——
87 Mary Street, George Town
Grand Cayman KYI-9002
Cayman Islands
Address of Lessee: P.O. BOX 19002-00501
Nairobi
KENYA
Address of Financier:72(B) Elmcahad El Eshteraky Street
Heliopolis
Cairo 11241
Egypt

It is hereby certified that the above described aircraft has been duly entered on the Kenya Aircralt registor in accordance
with the Convenlion on Intemational Civil Aviation daled 7th December, 1944 and with lhe Kenya Civil A

vialion “cl, and
the Air Navigation Regulations issued thareunder applicable in Kenya.

) ths ) v e a8
Date of issue 7thliovember,012 sj‘.i...&ﬁ]\f‘(i;..é.,.... e o
by | rllxr og_(ﬁb Director General.
Sk Ly
NOTE:
I This Certificate is not proof of the Aircraft Ownership.
2 No criries or endorsements may be made in this certificate etcept in the manner and by the person authorised for that purpose



efﬁcintly managing air safety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No ....... 2833 s
L Nationality and 2. Manufacturer and Manufaclurer's 3. Aircraft Serial o
Registation Mark Designation of Aircraft Number
EMBRAER S.A-Empresa Brasileira
5Y—FFC de Aeronautica S.A 19000577
Embraer 190-100 1GW

4. Name of Owner ‘Samburu Ltd

W

Name of Lessee: Xenya Airways Limited

Name of Financier: African Expert - Import Bank

}-77

5. Address of Owner C/O Intertrust SPV )Cayman) Limited
87 Mary Street,

George Town,

Grand Cayman KYI-9002

Cayman Islands

Address of Lessee: P. 0. BOX 19002-00501
NATIROBT

Adress of Financier: 72(B) Maahad El Eshteraky Street
Heliopolis
Cairo 11341
Egypt

6.

Itis hereby certified that the above described aircratt has been duly entlered on the Kenya Aircraft regisler in accordance
with the Convention on International Civil Aviation daled 7th December, 1244 and with the Kenya Civil Aviation A:zl, and

the Air Navigation Regulations issued thereunder applicable in Kenya. ,;/,\m
Date of issue .2¥ October ;12012 . . ‘\-.\::2;;........&..,;_
S AL
by autﬁo“rn;-bfiihe Director General.
NOTE:

I This Centificate is not proof of the Avrcraft Ownership

2 No cutries or endorsements may be made in this certificate except in the manner and by the person authorised for that purpose

8 e



Serial No. 4 K 8@'

KCAA (L) 25

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

NO ... 2823 i,
1 Nationality and 2. Manufacturer and Manufaciurer's , 3. Aurcralt Senal
Regislation Mark Designation ol Aircratt Number
EMBRAER S.A-Fmpresa Brasileira
5Y-FFB/ de Aeronautica S.A 19000572
Embraer 190~1007IGW

4. Name of Owner 'SAMBURU ' LIMITED S

Name of Lessee: KENYA AIRWAYS

Name of Financier: AFRICAN EXPORT-IMPORT BANK

Vﬁéﬁrxary Street, Georgé”Town
Grand Cayman KY1-9002,
Cayman Islands

Eddress of Lessee: P. O. Box 19002-00501
Embakasi, Nairobi

5. Address of O-wr.ar -

Kddress of Financier: African Export-Import Bank

72(B) E1 Maahad El Eshteraky Street
Heliopolis,

Cairo 11341,

Egypt

(as Security Agent for and on behalf of certa.n
B lenders) - -

6.
Il is hereby certilied that the above described aircralt has been duly enlered on the Kenya Aircralt register in accordance

wilh the Convention on Intarnational Civil Aviation dated 7th December, 1944 and with the Kenya Civil Avialion Ac
the Air Navigauon Regulations issued thereunder applicable in Kenya.

and

\

ali:amonty' vlthe Diector Generat

by

NOTE
| This Certificate 15 not proof of the Aircraft Ownership

2 No ritiricy ar endarsements may be made in this certificaie except in the manner and by the person authorised for that purpose



seiaiNo. 47276

KCAA (L) 25

efliciently managing air safety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No ........ 2413 ...
i_, Nationality and 2. Manufactur_e;-and Manufacturer's 3. Aircraft Serial
Registafion Mark Designation of Aircraft Number
EMBRAER S.A  Empresa Brasileirp
SY-FFPh' - de Aeronautica S.A 19000562
Fmbraer 190-1001Gw

4. Name of Owner

Name of Lessee: Kenya Airways Limited

Name of Financier: African Export-Import Bank

5. Address of Owner : C/0 Walkers Spw Limited, Walker House

87 Mary Street, George Town,
Grand Cayman KYI-9002,
Cayman Islands
Adress of Lessee: P. 0. Box 19002
00501, NAIROBI

KENYA
A@ress of 72(B) El Maahad El Eshteraky Street,
Financier: Heliopolis,

Cairo 11341,

Egypt

ILis hereby certilied that the above described aircrah has been duly entered on the Kenya Aircrah regisler in accorde \ce
with the Convention on International Civil Aviation dated 7th December, 1944 end with the Kenya Civil Aviation Act, and
the Air Navigation Regulalions issued thereunder applicable in Kenya.

Date of issue 24&5“9:‘15*—12012

NOTE:
I This Certificate is not proof of the Aircraft Ownership

2 Nocninies or endarcementc mav he made in thiv cortificnis srcent ir



- Sariai No. 4 3 ﬁs

KCAA (L) 25

eificiently managing air safety

KENYA CIVIL AVIATION AUTHORITY
Certificate of Registration of Aircraft

No....2856 ..

1. Nationality and 2. Mahufacturer and Manufacturer's ’3. Aircraft Serial
Registalion Mark Designation of Aircralt Nurmber
: . . !
. CHEL L 0.8 Teiprsasl 19000594
BE~-FFE Braigileira de Aeronautica S.A |
EMBRAER. 190-100 1GW e
¢ Neme of Ourer | ESNMBORO Tty T
Hawme of Lessea: KENYA ATRWAYS
‘ame of Financier: African Export - TImport Bank
5. Address of Ownor P

C/Q INTERTRUST SPV (cayman) Limited
190 Elgin Avenue.
Gsnrgé,waun . i
Grand Cayman KYI-9005
- CAYMAK ISLANDS :
Address of Lessea: Alrport Rorth Road
Fmbakasi
P, 0. BOX 19002-00501
HAIROBI, KHENYA
Address of Financier: 72(B) EL MAAHAD EI, ESTERAKY STREET
HERLIOPOLIS
Cajro 11341
EGYPT

6 '

ILis harsby ceditted that the above dascribad aircraft has bean duly entered on the Kenya Airctall reyister in accordance
with tha Coavention on International Civil Aviation dated 7th Decamber, 1944 and, with the Kenya Cwil Avistion Acl, and
the Alr Navigation Ragulalions 1ssuid Metaunder applcabh in Kenyd, .

NN

s :
’.927 ) N
s B

Date of issus sl thilannary., 2013

...... S | S _."'"*""“"-;ﬁl;j'i---'-----'--~-'-- T
» U N
by nhlhgﬁ‘}l“y\efjgd{éirecwr Genaral.
NOTE:

{. This Centificace is not proof of the Alrcraft Ownership.
2 No ewtries or endorsements may be moude b this cerilficate except in the maanner and by the person awithorised far thar purposs,

[P.7.0.]
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efficiently managing air salcty

Serial No g:}?g

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

T T 2483 e,
1. Malionality and 2. Manufaclurer and Manufacturer's 1 J. Aircralt Senal
Registation Mark Designation of Aircratt ' Number
l
USY_pRGg EMBRAER S.A--Empresa Brasileiral

| 19000599
de Aeronautica S.A !

|
S ]

4. Name of Owner

Samburn Hinitaar

Name of l.essee: Kenya Airways Limited

Name of Financier: African Export-Import Bank

5 Address of Owner
C/O Intertrust SPV (Cayman) Limited
87 Mary Street, George Town,
Grand Cayman KY1-9002
Cavman Islands

Address of Lessee: Airport North Road,
Embakasi,
P. O. BOX 19002—00501,
Nairobi-Kenya
Address of Financier: 72(B) El Maahad El Es
Heliopolis, Cairo 113
Egypt i

_*__H,(as_.gﬂmmi-‘:_y_.Agcn.t..HfoL_ancLﬁon—bahal f£. of certa.n
5. Lenders)

Itis hereby certilied that the abave cescribed aircrall has been duly eniered on the Kenya Awcralt rceqgister in accormare
with the Convenlion on International Civil Aviation daled 7ih Oecember, 1944 and watn the Kenya Coenl Auatior Aci, ar
Ihe Air Navigaiion Regulalions issued thereunder applicatble in Kenya.

Date ol 1ssue ...'l.;ﬁ.i.:.l.l‘.t.Eghr_u.a:y,.._.z.o.l3..-., g’v“w R

Ly authanty ol the Qirector Genaral -

hteraky Street
41,

MOTE

Poihes Cernticate o nit rroof ol ihe Arecraft thwaessing

PO T e LA G e 3 5 it et Jatnofs f,
< N caey or endvesements may he smade o s Cersicare o, COLRE W e o Dy Dne persont Qo fTf



KCAA (L) 25

Zenial Mo 6815

elficiently managing air safety-
WENVA CIVIL AVIATION AUTHORITY
Certificate of Registration bf Aircraft

L7 TR A N SSilbmaen
*__—_:'Tatior}alit / and E 2. Manufacturer and Manufacturer's 13 Aircran Serial o
Rzgistalion Mark i Dasignation of Aircraft ! Number
5Y-FFH' ‘ EMBRAER S.A 19000619
4_—1\1;”;;0; (Z)‘.:mer ?-.'_flm_:,f!.,‘ll! l:‘[ U1 3 A ) T T — e
KENYA AIRﬁAYS LIMITED

Name of Lessece:
AFRICAN EXPORT-IMPORT BANK

Name of Financier :
. .
S. Address of Owner Walker House, 87 Mary Street, George Town,
Grand Cayman KYI-9002, Cayman Islands.

Address of Lessee: Airport North Road,
Embakasi,
P. O. BOX 19002-00501,

Nairobi-Kenya
r

Address of Financier: 72(B) El1 Maahad El Eshteraky Street, Helipolis

Cairo 11341
Egypt

Itis hereby certified thal the above dascribed aircrafl has been duly entered on the Kenya Aircrali register in acc:rdance
he Kenya Civil Avialion «sl, and

6.
with the Convenlion on International Civil Aviation datéd 7th December, 1944 and with th

the Air Mavigation Regulalions issued Ihereunder applicabie in Kenya.

by authority of the Director General.

1#.7.0.]

i the minner and by the person awthared for tha: mwpese

NOTE
Arrcraflt Ownersizic
wwepl

1o Thes Cernthicwe oy vt proof of the
2o Nocminies or endcrsements may be made v ih.s certiiceic ¢
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efficiently managing air safety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No 2513

;—~Nauonan and 2. Manufacturer and Manufacturer's 3. Aircraft Seria

Registation Mark Designation of Aircraft Number
EMBRAER S.A
bIERT 19000633
- EMBRAER190-100
4. Name of Owner 'f& —— - - TSI -3
Name of Lessee: KENYA ATIRWAYS LIMITED

Name of I'inancier: AFRICAN EXPORT-IMPORT BANK

i’ CSHGNISEEN G SIS RRE C/0 Walkers SPV Limited
Walker Hcouse
87 Mary Street
George Town
Grand Cayman KYI-9002
CAYMAN ISLANDS
Address of Lessee: Ailrport North Road
Embakasi
P O Box 19002-00501
NATROBI — KENYA
Address of Financier: 72(B) El Maahad EL, Eshteraky Street
Heliopolis CAIRO 11341 EGYPT(As security agent
B for—and-on—behalf of- Certa:i:n—‘lerrdtrrsj ey T

Itis hereby certified that the above described aircraft has been duly entered on the Kenya Aircrafl register in :ccordanc
with the Convention on International Civil Aviation dated 7th December, 1944 and with the Kenya Civil Aviatiin Act, ar
the Air Navigation Regulations issued thereunder applicable in Kenya.

Date of issue ... #i2tthehugust, 2013 |

NOTE:
/. This Certificate is not proof of the Aircraft Ownership.

2. No entries or endorsements may be made in this certificate except in the manner and by the person authorised for thal purpose.

[P.T.C



Serial No. 6905 T —

E( B KCAA (L) 25

No ....... 2228 e,
1. Nationality and 2. Manufaclurer and Manulaclurer S 3. Aircraft-Serial
Registalion Mark : Demgnahon of Anrcraﬂ o % i

il . :Number

R e v (719000642

4. Name of Owner

Name of Lessees

""-u

Name of Financier: - - AFRICAN nxponfr o mpop.'ru qux

5. Address of O\_.-mt_:r

Address of FlnaDCler. 72(33;31~H;;£;d” Lo
LRI BYLE Eshteraky Strect;.

~“Heliopolis ™ -

‘Cairo: 11341

Egypt:(as” sanrlgy Agent for and on behalf of

6. . certain® lenders) =
Itis hereby canrhed that the, above descnbed alrcrafl has bae.

) duly en(arad Dn the Kenya Alrcraﬂ rnguster in accordance
with the Convention on Intemallonal Civil® Avlatlon ‘dated” 7th- De:

Brnbe 944rand wnh tha‘}(enya CMI Aviation Act, and
the Air Nawgahon Regulalions |ssuad lharaunder appllcabla m Ke 1ya oS . TN

Ry R AR Al S e

Date of issue ‘&th"-ﬂgimﬁhéx ke

NOTE
.f This Centificate is not proof of the Aircraft Ow n(r:hfp
2. No entries or rndor.t(mmu may b( mad’z in .‘hu umfcarf ucepr in the manner ana' by the pmon nufhoruedfar that purpose.

iy

(P.T.O0.]
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r.ll dently moy m(_;mg] aii wiiliely

KENYA CIVIL AVIATION AUTHORITY
Certificate of Registration of Aircraft

ks ‘\lahonalnynnd
Regisiaiion Mark

Manulaclurer and ruanulaclurur 5 3‘ Alrt‘rall .mnm
Designation ef Aircralt Numbsar

BRE3
_ ‘ BOKING COMPANY .
W ISY-RZA J 35"

5510
BOLLMNG 7[!:—8
4. Mame of Owner e S T T e o
i ,Wﬁ ; ANCING  LLC
Hamoe of Tiessco: EENYA AIRWAYS LIMI'NTED
Mame of Financior: WELLS FARGO BAMNE NOTHWEST NATIOMAL, ASSOCTATION

o ia) WHMLH("J ON ’l'I{UST COHPI\NY
1100 NORTH MARKET STREET
WILMINGTON, DRELAWARE 19890-1605
UNITED STATES OF AMERICA

S Address ol Ownear

Addross of Leossce- AIRDORT NORTH ROAD
EMBAKAST
. O. BOX 19002-00501
NATHROBIL, KENYA
Address of Financier- 260N CHARLES LINDDBERGH DR
SALY LAKLE CITY, UTAIl BA116G
ONITED STATES OF AMERTCA

5

Itis hereby curtibied thal the above described aitcra’t Fas boan ouly entered on the Kenya Ancrall reqister i accor: b
wilh the Convenlion on Inlarnational Civit Avialicn daterd 7ih December, 1344 and vwith lhu Kenva Ciil Aviaton Act,

ared
the Av Havigation Requladions issucd thercuadar a: Ailnatie in Kepya,

Date ol issue % BILstﬁHux.ch“‘. 2014

by mmonw ol tho Duector General

MOTE
Lo Thoy Cernticate ox it pranf of the Avrcratt Owners in,n

D Noruteer @ enddortemeniy wery be s o Sy cert Hee vuoeoi o e smaaner and by e person anthucsed for tha Datpuoe

(~.7.0.)
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KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

MNO (v 2572 i,
1. .“f;.'ancma;Fand 1 2. Manufaciurar and I\'hmulacn_Jr_é:'Asr - iJ_ —ATEH br‘rl’:!
Reglslaf'ion Mark ’ Designation of Aircraft ] Mumber
; t : . P
5Y—KZB l THE BOEING COMPANY ; 35511
| BOEING 787-8 i
_____ -— 1 . _—— —_—— B —
4. Mame ol Owner N T . ‘
¢ { : GDJQ?-:?LLC

Name of Lessee: KENYA AIRWAYS LIMITED

NMame of ¥Financier: WELLS FARGO BANK NORTHWEST, NATIONAL
ASSOCIATION

5. Address of Ovne B L I

C/0 WILMINGTON TRUST COMPANY
1100 NORTH MARKET STREET
WILMINGTON, DELAWARE 19890-1605
UNITED STATES OF AMERICA

Address of Lessee: AIRPORT NORTH ROAD

EMBAKAS I
P. O. BOX 19002-00501
NAIROBI-KENYA

Address of Financier: 360 N. CHARLES LINDBERGH DR.

SALT LAKE CITY, UTAH 84116

UNITED STATES OF AMERICA

6. 7

Itis hereby certified that the above descrioed arcralt has been duly entzrad on the Kenya Aircralt registes in
with the Convention on International Civil Aviation dated 7ih December, 1944 and with the Kenya Cinl tuanicr
the Air Navigation Requlations issued thereunder agplicable in Kenya.

&) ¢
Dale of issue “19"&%“ ..... ne.,..20%14 .. Pttt ™

by authonty of the Oiraciar Genern

NOTE.

P Thes Eersifivtle ar not rr '(_ff frhe Nrrrg®s (e

SNocwinies or endorsements nuy be made i il CErticaie exfeptan the menne s and B the person awdhonsed o hal o

GCCCi dar,



KCAA (L) 25

JKCAA

efficiently managing air safety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

NO L2382 .ciieiiniene
1. Nationality and 2. Manu&_mrer and Manufacturer's | 3. Aircraft Serial -
Registation Mark Designation of Aircraft Number
5Y-KZC The Boeing Company 36040
Boeing 787-8

%: DA OF Ome ;Tsavd-hircraft;Financing LLC

Name of Lessee: Kenya Airways Limited

Financier: Wells Fargo Bank Northwest, National Association

5. Address of Owner

C/0 Wilmington Trust Company
1100 North Market Street
Wilmington, Delaware 19890-1605
United States of America

Address of Lessee: Airport North Road, Embakasi
P.O.Box 19002-00501,
NAIROBI.

Address of Financier: 260N, Charles Lindbergh Dr
Salt Lake City, Utah 84116
United States of America
(as Security Trustee for and _an hﬂa_lf—Of—Celltﬂ-i-n-—‘ll.‘ndOI-S——)ﬁ——-

6.
Itis hereby cerified that the above described aircraft has been duly entered on the Kenya Aircraft register in accordance
with the Convention on International Civil Aviation daled 7lh December, 1944 and with the Kenya Civil Avialion Acl, and
the Air Navigation Regulalions issued thereunder applicable in Kenya.

S
SRR
{fﬁ_:? o :\‘}

31st July,2014 :

Date ol iSSUE oo e EER S o2 SEERT Y
NG N
by autho(i_lyfoffﬂlqﬁﬂrec!or General.
NOTE:

I. This Certificute is not proof of the Aircraft Ownership.
2 Noentries or endorsements may be made in this certificaie except in the manner and by the person authorised for that purpose

[P.T.O)
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efiiciently managing air sofely

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aireraft

1 2. Manufacturer and Manulacturer's .

afl i o 73"." .I-‘i-i;é(a“ Serial
Nhﬁ;?tha |o?'1nl\4ark Daslgnalion of Aircralt Mumber
5Y-KZD 'HY: BOEING COMPANY 36041

TR

4. Name of Owner

TSAVO AIRCRAFT FINANCING LLC

Nume of Lessec: KENYA AIRWAYS LIMITED

Name of Yinancier: WELLS FARGO WANK NORTHWEST, NATIONAL

ASSOCIATION

=

5. Address of Owner

C/0 Wilmington Trust Com
1100 North Marker Strect
Wilmington, Delaware 19890-1605%
UNITED”STATLES OF AMERICA

Airport North Road
Emhakasi

P. 0. BOX 19002-00501
NAIROBI

260 N.Charles Lindbergh Dr
Salt Lake City, Utah &4116

UNITED STATES Ol AMERICA

pany

Address of lLessce:

Address of Financicr:

6
Ilis hereby cerilied that the abave described alrcralt has besn dul
with Ihe Convenlion on Inlernational Civil Avialion datad 71h Deceml
the Alr Navigation Regulalions Issuod (hereunder applicable in Kenya

25th August, 2014

Date of Issue .......

NOTE:
1. Thiy Certificase is not proof of the Airceaji Qvenership.
2 Naentties or endorsemenis may be madv in this certificeie exceptin the mammar

y eilered on the Kenya Aircrall register in accordance
1r, 1944 and with the Kenya Civil Avialion Act, and

I AL

.................
3

by aulhor‘il‘y.q';\jiiha:piréctor Generol,

and by ihe peesan antharised for that purpose.

(P.T.0.)



KCAA (Lj 25

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No .. 2294 . .
i i d 2. Manufacturer and Manufacturer's 3 Aurcralt Senal
1 Naﬂlg:gr};illg |01nrv‘la.'k Designation ol Aircraf l Number
THE BOEING COMPANY
5Y— 36042
FEEREE BOEING 787-8 ﬁ
4 f ne
» st ERan TSAVO ATRCRAFT FINANCING LLC
Name of Lessee: EKENYA ATIRWAYS LIMITED
Name of Financier: WELLS FARGO BANK NORTHWEST, NATIONAL
ASSOCIATION
5  Address of Owner C/0O WILMINGTON TRUST COMPANY

1100 NORTH MARKET STREET
WILMINGTON, DELAWARE 19890-1605%
UNITED STATES OF AMERICA

Address of Lessee- ATRPORT NORTH ROAD
P.O.BOX 19002-00501
NAIROBI-KENYA

Address of Financier: 260N CHARLES LINDBERGH DR.

SALT LAKE CITY, UTAH 84116
UNITED STATES OF AMERTICA

|

it is hereby certified hat the above described airzraft has been duly entered on the Kenya Aircrall regisler i accordarce
wilh the Convenlion con International Civil Aviation daled 7th December, 1944 and with the Kenya Cral Avialion Act, anc
the Air Navigation Regulaticns issued thereunder apphicable in Kenya.

Date of issue ..22Nd_September, 2014 .. .. <

s
by authoniy of the Cirector General,

NOTE
Pofh o eetitivate 35 0ol ,’17\‘.(,‘." ri.rH".' Arpera!l inrer ‘.“i:f'

D ONe ertries or eudorsements mav e made o1 this cernificale except i the manner g b the person auitivresed for hat purpoye,
- INor e i v r i 2] f

(P.T.0.)
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* efficiently managing air safety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

2601

] o SR S, Teqena ey
1. Nationality and 2. Manutacturer and Manufaclurer's 3.  Aircrall Senal
Registation Mark Designalion of Aircraft Number
THE BOEING COMPANY
5Y-KZF 36043
BOETNG 787-8

4. Name of Owner TSAVD AIRCRAFT FINANCING LLC

Name of Lessee: KENYA AIRWAYS LIMITED

Name of Financier: WELLS FARGO BANK NORTHWEST, NATIONAL ASSOCTATION

5. Address of Owner C/0 Wilmington Trust Company
1100 North Market Street
Wilmington, Delaware 19890-1605
UNRITED STATES OF AMERICA
Address of Lessee: Airport North Road
Embakasi
P. O. BOX 19002-00501
NATROBI
Address of Financier: 260N Charles Lindbergh Dr
Salt Lake City, Utah 84116
United States of America (as scurity Trustee
for and on behalf of certain lenders

6.
It Is hereby certified that the above described aircrafl has been duly entarad an the Kenya Alrcraft register in accordance
with the Conventicn on Intarnational Civil Aviation daled 7th December, Iﬁdywu%the Kenya Civil Avialion Act, and
the Alr Navigation Regulations issued thereunder applicable in Kenya. SR :

Date of lssue .12th October, 2014

by aulhorlty of the Director General.

NOTE:
1. This Cernficate is not proof of the Aircraft Ownership. ‘
2. No cniries or endorsements may be made in this certificaie except in the manner and by the person authorised for that purpose.

[P.T.0.]




Serial No - 4 o . IKCAA (L) 25

afficiently managing ar saluy

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No ..22713. T ———
1—- Nationality and 2. Manutacturer and Manufacturer's 3. Aircraft Serial
' Registation Mark Dasignation of Aircraft Number
Boeing Company 4
5Y-KzX Boeing 777-300ER ) 2097

Tsavo Adrcraft Financing LLC,

4. Name ol Owner

Name of Lessee:- Kenya Airways Limited.
Name of Financier:- Wells Fargo Bank Northwest.

(as security trustee for and on behalf of
certain lenders)

3. Addrass of Owner

C/0 Wilmington Trust Company
1100 North Market Street
Wilmington, Delaware 19890-1605
United States of America.
Address of Lessee: Airport North Road Embakasi
P.O.Box 19002-00501
Nairobi, Kenya.
Address of Financier: National Association
260N Charles Lindbergh Dr
Salt Lake City, Utan 84116
United States of America.

6.
ILis hereby cerified that the above described aircraflt has been duly entered on the Kenya Aircraft register in accordance
wilh the Convention on International Civil Aviation dated 7th Decempqr‘ 1944 and with the Kenya Civil Avalion Act, and
the Air Navigation Regulations issued thereunder applicable in Kenya

Dale of 1ssue 151‘3111}(,20]4

- hy authority of the Director General. |

NOTE
1. Thus Cerntficate 15 noi prccjuf the Arrcrafi Ownership

2 No entiies or endarsements may be made in this cernficate except in the manner end by the person cuthorised for that purpose

(P.T.0.]




Ccrtiﬁca!lc Number

DCA (L) 25 ‘
1777
State Issue: KENYA
Certificate of Registration of Aircraft.
1. Nationality and 2. Manufacturer and Manufacturer's 3. Aircraft Serial
Registration Mark Designation of Aircraft Number
5Y-KQD BOEING COMMERICAL ATIRPLANE COMPANY 29750

BOEING 737-300

\

4. Name of Owner
SIMBA FINANCE LIMITED
SECURED FINANCIER: FIRST SECURITY BANK, NATIONAL ASSOCIATION
LESSEE: KENYA ATRWAYS
3. Address of Owner CLAMENDON HOUSE CHURCH ST. HAMILTON HMCX BERMUDA
SECURED FINANCIER: 79 SOUTH MAIN ST. SALT LAKE CITY UT 84111 USA
LESSEE: P. 0. BOX 19002,

NATROBT

It is hereby certified that the above described aircraft has been duly entered on the register of the
state in accordance wich the Convention on International Civil Aviation dated 7th December, 1944,
and with the Kenya Civil Aviation Act, 1977, and che Air Navigation Regulations issued thereunder,
applicable in Kenya.

Date of iSSl.lC. 1st March 1999

Date of Rencwal......coiiieiiismiasiasecivavinssis
Date of Renewal......ooooiviiiiiiieiiiiiiiinianeninnns
Date of Renewal. . .ooooiiioiii e 5
Date of RENEWBL. ..icoiiiaiiiiiiiesnsiossnesmnnssassnsonnns
Date of Repewal............. P TS
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0CA {L 23 i Certificatz Numbe:
[ [N
Stnie [wsue:
KEXYA
Certificate of Registration of Aircraft.
1 Na'.ionllliry and I 2. Maaulecturer and Manulecturer } 3. Aircraf; Seria
Regintration Mark Deaiignetion of Aircraft | Numkber
BOEING COMMERCIAL AIRFLANE COMPANY |
~KQC 29084
Q BOEING 737-348 | AVAa

4. Name of Cwner ;
SIMEA FINANCE LIMITED

SECURED FINaANCIEZR: FIRET SECURITY BANK, NATIONAL ASSOCIATICN
LESSEE: KENTA AZRWAYS
o -‘\db't“_.—;.! el Owner i -
CLAMENDON HOUSE CRURCH S7. HAMILTON HMQGH EEFMUIA

S SOUTH MAIN ST,
ALT LAKE CITY UT EB4ill. Usa.

e ~J

LESSRE: F.D. BCX 19002
WAIROBIL

't 13 hereby cenificd thae the above described aiceraft has been duly entered on the regiver of ch-
1S TZ AT ur_m‘dan'c with the Convenrion on lnternatoas]l Civil Aviatian dazed 7k December. 1944,
ind with e Keay: Civil Aviation Acr, 1977, and the Air Niavigition Regulztions inued thercunder,

ipplicable in Kenya,

Duatz ef issuc

Dale ef Rencwal .
Date ef Remewsl oo e
Dare of Henewal ... . ...

Dat: of Renewal .
Dat= of Repews|
BRiaife of Reaewin v s inms s v e

NOTE.—Ma sntrier or endomcments may be made in the foregoing certificata cxcepd in tha 'm.i,.-mm. and
by the perans suthonwd for thet purposc.
(P.T.0



} Certificate Number
DCA (1) 23

1689
State Issue:
K ENY A
Certificate of Registration of Aircraft.
1. Nationality and 2. Manufacturer and Manufacturer's 3. Aircrafy Seria)
Registration Mark Designation of Aircraft Number
5Y-XQa BOEING COMMERCIAL AIRLANE GROUP G

BOEING 737-300 28746

4. Name of Owner sl :
SIMBA FINANCE -LIMITED
) SECURED FINANCIER: FIRST SECURITY BANK, NATIONAL ASSOCIATION

c} KFENXY LESSEE: KENYA AIRWAYS

5. Address of '
FESE OF P ZUCKERT SCOUTT AND RASENBERGER LLP, SUITE 600
WASHINGTON D.C. 20006,USA

¥+ SECURED FINANCIER: ZUCKERT SCOUTT AND RASENBERGER LLP SUTTE £00
WASHINGTON D.C. 20006, USA
c) LESSEE: ' KENYA ALRWAYS LIMITED

P. Q. BOX 15002, NAIRORI

[cis hereby cerified chac the above described aircrafe has been duly entered on the register of the
state in accordance with the Convendon on Intzrnational Civil Aviztion dated 7th Decemnber, 1944
and with the Kenya Cvil avistion Act, 1977, wad the Air Navigation Regolutions issuec .reieunder.

a4, LiEsile o 2

/i

T IV
T for and by authority of the DIM\'” Aviation

Date of issue

Date of Renewal.....ooooiiiiiii e
Date of Renewal........... B g e S S S R
rienowal......ooao. e A SR S

Ddle v
Doty of REnewa ] ...cummmnsmasprsssssesses s
Diake 0F Rentwinl ..ot s s
Date o

=~
o
=1
]
¥
=

NOTE.—Ng entries or endorsements may be made in the {oregoing ceriificate except in the manner and
by the persons authorised for that purposc.



w

erial No e . KCAA (L) 25

L :
R
mibciently mansging gi

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

.....................................

"at'enaiity and : 2. Manufacturer and Manulacturer's 13, Awcraft Serial
Szgistation Maik Designation of Aircraft [‘ Number
BOEING COMPANY 41819
5Y-KZY ,

BOEING 777-300ER ’

f- Nafhe of Owner CELESTIAL AVIATION TRADING 56 TLIMITED

Name of Lessee: KENYA ATIRWAYS LIMITED

AVIATION HOUSE, SHANNON, Co. CLARE
IRELAND

3. Address of Owner

Address of Lessee: AIRPORT NORTH ROAD,
EMBAKAST
P. O. BOX 19002-00501
NATROBI

KENYA

B.
itis hereby cetified thal the above described aircrait has been duly entered on the Kenya Aircratt register in accordance
with the Convention on Inlemational Civil Aviation dated 7th December, 1944 and with the Kenya Civil Aviation Acl. and
the Air Navigation Regulalions issued thereurider applicable in Kenya.

¥ g
: ¥ s A e —
Date of issue ...30th April, 2014 . : ‘/

by authority of the Director General

NOTE
L This Cerisficate it not proof of the Aircraft (Nverership.
o i vy o endersements may Ee e i ihis cerificar: Rz e micerer aned By the oerson auiagrized for el parcose

(P.7.0.]



Serial No. 6 8 9 2 KCAA (L) 25

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

L - L —
1. Nationality and | 2. Manufacturer and Manulacturer's - ’3 Aircraft Serial
Registalion Mark ; Designation of Aircraft ! Number
| THE BOEING COMPANY ‘
5Y-K2% : | 4IRlE

BOEING 777-300ER l

4. Name of Gwner

CELESTIAL’ AVIATION TRADING 53 LTMITED

Name of Lessee: KENYA AIRWAYS LIMITED

AVIATION HOUSE, SHANNON, CO.CLARE
IRELAND

Nddress of Lessee: AIRPORT NORTH ROAD
EMBAKXAST
P. O. BOX 19002-00501
NAIROBI-KENYA

Itis hereby cedilied tha! the above described aircrafl has been duly enterad on the Kanya Aircralt regisier in accordance
with the Convenlion on International Civil Aviaticn daled 7th December, 1344 and with the Kenya Civil Avialion Act and
the Air Navigation Regulations issued thereunde: apohcatle :n Kenya.

ST,
7”7 L ‘ sz,\‘{_
ix I,

) L e &

Date of issue 13th October, 2013 - 1; e KENYA S
W7 o/
by authgfy af the Lireclor General
e
HMOTE:
i T Crenlicste ot mroaf ol e Areseats e ship
DN PO e By enndv et CeriIEILT < e B T R T e et 0T e d S 1 Py e

(P:T.0.)
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KENYA CIVIL AVIATION AUTHORITY

LLESBEES

LESSEE

ir > 3
et

ificate of Registrati

on of Aircraft

cmaner ot Amengt Tl
THE BOFING COMPANY

IN 3567
BOETNG B737-800 MEN 35630

CELESTIAL AVIATION TRADING 12 LTD -

KEKYA ATRWAYS LTD

AYIATLION BOUSE
SHANNON

C 0. CLARFE
TRELAND

P.0O. BOX 19002
00501, HAIROBI
KENYA

Auzustosth 2008
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R ¥ ¥ i%? I KOAA (i) 2
HCE RS
A XA~
Pl

et pentiy anacieg i salely

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

‘;7 ?Nar_‘cnalily and 1 2. Manulfacturer and Manufacturer's !3. ArricraiiE:Se;igl'
Registation Mark, | Designation of Arcralt ' Number
i !
5 Y-KYY¥ | THE BOEING COMPANY © 35637
i BOETNG 737-800 ’
1
e ————— PN | S——— -

4 Name ol Owner
CELESTIAL AVIATION TRADING 12 LTD.

Name of Lessee: KENYA AIRWAYS LTD.

5 Address of Owner

AVIATICN HOUSE
SHANNON

CO. CLARE

I RELAND

Address of Lessee: P.0. BOX 19002-00501
NAIROBI
KENYA

6

it 1s hereby certilied that the above described aircrafl has been duly entered on lhe Kenya Arcrall regisier tn accordancs
salh the Convention on International Civil Aviation dated 7th December. 1944 and with the Kenya Cwil Ayianon Actl, and

Y A
i 4%%3”'w~*\
. T

ihe Air Navigation Regulations issued thereunder applicable ' Kan‘,-?

~ N
/ N ~J\_ﬁ<_/ 43 *‘;_,..‘
. 2N \ (15 l—"_,M ":,:"
Date of issue 11 February 2009......47. e T A A LT K
'. \ : r
by authonty oMbe DirectofiBeneral

NOTE
| Tins Cersificte s not proof of the Avreruft Ownership

D Necniroes or eradorsements nuy be made i his cerificaico o

ceptin the manner and by the person authorised for that purzase

(P.T.0.)
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Senal No (
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KCAA (L) 25

MT:L

e!lu,.u.ml; managing air safery -

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

2620
NO et

1. N:lrlconalll and 2. Manulfacturer and Manulaclurer's 8 Ai.rérafl Serial
Registafion Mark Designation of Aircraft Number
5Y-CYC Boeing Commercial Airplane 43400
Group
Boeing 737--800

4. Name of Owner Celestial Aviation Trading 16 Limited

Name of Lessee: Kenya Airways Limited

5. Address of Ow .
0 ress al Uwner Aviation House, Shannon, Co. Clare

TIreland

Address of Lessce: Airport North Road
Embakasi,
P.0O. Box 19002-00501
Nairobi
KENYA

G.
ILis hereby certified that the above described aircralt has been duly entered an lhe Kenya Alrcrall register in nccordance

with the Caonvenlion on International Civil Aviation dated 7ih Decamber, 1944 and with the Kenya Civil Aviaton Act, and
the Air Navigation Regulations issued thersunder apphcnbh; -n,l{ej‘\}-

/ ‘3\ O‘P\
." v Ca v \,
! 4L Ky l_l‘l c

i

- Nz T ?
Dale ol issue 22{1&?&1“3!11‘52015 L (— 7

AT
7

.- 'by1mhmﬂyohheDucaor

NOTE:
{. this Certificrie is not proof af the Aircraft Ownership.
2. No cutries wr endorsements may be made in this certificate except in the manner and by the person authorised for that purpose.

(P.T.0)
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efficiently managing air safety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

2638
3o R A —————
1. Nationality and 2. Manufacturer and Manutacturer's 3. Aircraft Serial !
Registation Mark Designation of Aircraft Number
5Y~-CYD Boeing Commercial Airplane Graup

Boeing 737-800

4. Name of Owner ! . X
‘Bank of Utah(not in its individual capacity but
solely as Owner Trustee)

Name of Lessee: Kenya Airways Limited

5. Address of Owner
200E. South Temple
Suite 210, Salt Lake City,
Utah 84111,
United States of America

Address of Lessee: Airport North Road,
Embakasi
P.O.Box 19002-00501
NATIROBI-KENYA

6.
It is hereby certified that the above described aircraft has been duly entered on the Kenya Aircraft register in accordance
with the Convention on International Civil Aviation dated 7th December, 1944 and with the Kenya Cwil Avialion Acl, anc
the Air Navigation Regulations issued \hereunder applicable in Kenya.

22nd April, 2015

Date of issue .....

by autherity of the Director General.

NOTE:
I. This Certificate is not proof of the Aircrafi Ownership.
2 No cniries or endorsements may be made i this certificate except in the manner and by the person authorised for that purpose.

[P.T.0.]



“seriaiNo. 3468 & | KCAA (L) 25
| CCAA. -

efficiently managing airsafety {

KENYA CIVIL AVIATION AUTHORITY |

Certificate of Registration of Aircraft

T L] S ————
1. Nationality and 2. Manufacturer and Manufacturer's 3. Aircraft Serial
Registalion Mark Designation of Aircraft Number
5Y-CYA THE BOEING COMPANY 40549
BOEING 737-800

4, Name of Owner )
, Bank of Utah (not in its individual capacity
but. solely as owner trustee)

Name of Lessee: Kenya Airways Ltd

5. Address of Owner
200 E. South Temple, suite 210

S5alt Lake City, Utah 84111

Address of Lessee: Airport North Road
Embakasi
P. O. BOX 19002-00501
NATROBI ~ KENYA

6.
itis hereby certified that the above described alrcraft has been duly entered on the Kenya Aircralt register in accordance

with the Convention on Intemnaticnal Civil Avlation dated 7th December, 1844 _and with the Kenya Civil Aviation Act, and
the Alr Navigalion Regulations Issued thereunder applicable in Kenya.

Date of issue . .13tk October.. 2014... ... @5

NOTE:
I. This Certificate is not proof of the Aircraft Ownership.
2. No entries or endorsemenis may be made in this certificate except in the manner and by the person authorised for that purpase.

i [P.T.0)
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efficiently managing air sufely

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

NO ..2808 s
1— Nationality and o 2. Manufacturer and Manufacturer's 3. Aircralt Serial o
Registation Mark Designation of Aircralt Number
5Y-CYB BOEING COMMERCIAL AIRPLANE 40550

GROUP
BOLEING 737-800

4. Name of Owner

BANK OF UTAH,not in its individual capacity
but solely as owner trustee

Name of Lessee: Kenya Airways Limited

5. Address cf Owner
PCA 72

Hanger 3-812, Building #4
7500 E. Marginal Way S.
Seatle, WA 98108
USA

Address of Lessee: Airport North Road
Embakasi
P. O. BOX 19002-00501
NAIROBI - KENYA

6.
Itis hereby certilied that the above described aircrall has been duly entered on the Kenya Aircrall register in accordance

wilh the Convention on International Civil Aviation dated 7ih December, 1944 and with the Kenya Civil Aviation Act. and
lhe Air Navigation Regulalions issued thereunder applicable in Kenya.

FECATIEN
’ L '_-’—‘V\\'.

’ \-

Dmeoﬁsmm.lg§§"§9X§Wbﬁrl 2014

NOTE:
I. This Certificate is not proof of the Aircraft Ownership.
2 No entrics or endorsements may be made in this certificate except in the manner and by the person authorised for that purpose.

(P.T.0]
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Y

KENYA CIVIL AVIATION AUTHORITY
Certificate of Registration of Aircraft

SMaianahly ard i 2 Manulacturar ana Manulagiurer’s r;‘ »’\ir:;r;l_ll Seral
Recvstnon Mak Cesigratan of Lrcealt fertee

| EMBRAER-LIMPRESA BRASILEIRA DE
S5Y-KYP ! AERONAUTICA — S.A. 19000398
FHBRAER ERJ 190-100 IGW

—_—te . - ————— e - r————

. JAG XVI LLC

4. Mame o Owner

Wame of iesser: KENTA AIRWAYS LIMTTED

Addlress of C wf‘--:":
10 S0 HEW RIVER DRIVE LAST, SULTE 200
FORT LAUDERDALE, FLORIDA 33301
USA

Address af lLessee: ATRPORT NORTH ROAD
[MBAEKAST, P.0O. BOX 19002-00501
NATROBL, KENYA

e - At i the o ey Mmreeeral ANIATEE e me AR e
N5 herony cendied thal e anove dasobed a0’ sas neen duy anered wn the Menpa Avcralt reqister o acening

ttemiabonal Coal &vinlior dsizn v Decenbuer, 1934 and wiln e 7‘%3!‘-‘,':': Crat Amalticn ot ol
. ) [ ‘

" (\1;{ : | - | . .
1% S
PECEMBER, 2010 .

DJaweehissut L ilch-

N
Uy guthanty ol (=2 Doasta Goneral
T
i
! : i\ i
1 : ' i I ’ [ " » r o i Y] FiVe o] ‘ 1 4t
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Serial No. 3846

KCAA (L) 275_

elficientiy rmanaging air salety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

2318
NO cesrsmnnnmenaaans
1- Nationality and 2. Manufacturer and Manutacturer's 3. Aircralt Senal o
Registafion Mark Designation of Aircratt Number
5Y-KYQ EMBRAER
FRJ190-100 1CW 19000440

4 Mama nf Chamar W"“’E'

JAC XVIT “L1C"

Name of Leusee: EENYA ATRUAYS T.TMTTWD

Nawe of Finmncler: BARK OF UTAH (a8 Security Trustee)

5. Acdress of Owner
10 S. New River Drive East, Suite 200
Fort Lauderdale, Florida 33301

USA
Addresns of Lessee: P. 0. BOX 19002-00501
o Hairobi
KENYA
Address of Financier: 200 East South Temple, Suite 210
- Salt Lake City, Utah 84111
UsAa

6.

It is hereby certilied that the above described aircraft has been duly entered on the Kenya Aircraft register in accordance

with the Convention on Intemational Civil Aviation dated 7th December, 1044 and with tha Kanya Civil Aviation Act, and
the Air Navigation Regulations lssued thereundar applicable in Kenya.

: - & ! ‘: g
ZStb m" 2011 T T L L L L L L ) T LI eusrepswe

Date of issue .......... R g R

by authority of the Director General.

NOTE:
I. This Certificale 1s not proof of the Aircraft Ownership.

2 No cnirics or endorsementt mav he mads im thic caveifiozie -



Serial I‘\IJO. 3 g O U

( KCAA (L) 25

efficiently managing air safety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No 2338
1. Nation.al'rt?( and 2. Manufacturer and Manufacturer’s 3. Aircraft Serial -
Registafion Mark Designation ol Aircraft umber
SY-KTR Embraer — Pmpresa Brasileira de
Aeronautica S. A. 19000468
EMBRAER 190-100

4. Name of Owner )
BLC LIS 468 330

Fame of Lessee: Kenya Airwvays Limited

5. Address of Owner ) T

2140 D Dupont Highway
Camden, Delaware 19934

U.S.A.

Address of Lessee: Alrport North Road - Fmbakesi
P.0. BOX 19002 - 00501
Nairobi
KENYA

: e

It is hereby certified that the above described alrcraft has been duly enterad on the Kenya Aircralt register in accordance
with the Convention on International Chvil Aviation dated 7th December, 1844 and wilh the Kenya Civil Avialion Act, and
the Air Navigation Regulations issued thersunder applicable in Kanya.

Date of issu ... Jth September, 2011

NOTE:
I. This Certificate is not proof of the Aircraft Ownership.
2. No entries or endorsements may be made in this certificate excepi in the manner and by the person authorised for that purpase

[P.T.0.]
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KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

(LT ——

KCAA (LS 25

1 t-lalionﬁlil\-‘ ar.d 2. Manufaclurer and Manufacturar's 13 Aircralt Sena:
Regisialion Mark Designation ol Arcreft ! Number
5Y-KY& { TEE BOEING COMPANY '

“ BOEING 737-800 35286
|

4. Name ol Cwaer

INTERNATIONAL LEASY. FINANCE CORPORATION

tame of Lessee: KENTA ATRWAYS LIMITED

A Acddress of Owner

10250 Constellatlon Boulevard
9th Yloor

0S8 ANCELES
CALTFORNLA, 90067
UNITED STATES OF AMERICA

Address of Lessce: ' O. BOX 19002 - Q0501
NATROB1

»

Itis haraby cerilied thal the above described aircralt ras ceen duly enteres on lhe Kenya Aircrah ragsier v accardance

wiln the Coavenlion on Iaternational Civil Aviation gated 7ih Cecember, 1944 and
re2 Ais Nawigauon Regulations issued thareunder epphicatle n Kanya,
i

/l,)

‘ CaAA
(‘\;,A._L Y KENY /
. N S e
Date el issue 13- Januawyp-200G - - \H T, et L A

by authonly cf tng Direcior General

tOTE
Fhen Civpcene oord peosfof te Arrcowft Dwnersiun,
DN st nr cpdursemerit meay be made e (Rag cestilicate excert ia

the manner asd oy ke pesson cutiionsed for ikai parpose

with 3 ,“(mn’:% Credt Awnaticn At an

(P.T.0.)



Serial No. 1 2 ﬁ 9

KCAA (L) 25

efficiently managing air safety

KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

No 227_:?
1. Nationalil?r and 2. Manufacturer and Manufacturer's 3. Aircraft Serial
Registation Mark Designation of Aircraft Number
Boeing Commercial Airplane Group
S5Y-KYM B737-306 28719

4, Name of O;r’wer and
Conditional Seller: Koninklijke Luchtvaart Maatschappij N.V.

Name of Operator apd Kenya Airways Limited
Conditional Purchaser:

5. Addrass of Owner and
Conditional Seller: Amsterdamseweg 55,1182 GP Amstelveen
The Netherlands

Address of Operator-and Airport North Road

Conditional Purchaser: FEmbakasi, P. 0. BOX 19002-00501
Nairobi
Kenya

6.
It is hereby certified that the above described aircraft has been duly entered on the Kenya Aircraft register in accordance
with the Convention an International Civil Aviation dated 7th December, 1944 and with the Kenya Civil Aviation Act, and
the Air Navigation Regulations issued thereunder applicable in Kenya. -

I
Date ol issue J.d ”"""&""-“"f ............................

' T by auihonty‘ DHhe&rQLr‘gmnr General.

NOTE:
1. This Certificate is not proof of the Aircraft Ownership
2. No entries or endorsements may be made in this certificate except in the manner and by the person authorised for that purpose.

[P.T.0.]
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KENYA CIVIL AVIATION AUTHORITY

Certificate of Registration of Aircraft

2239
NO ..
1. tionality and 2. Manufacturer and Manufacturer's 3. Aircralt Serial
Nz;qle?g;}s!; ion Mark Designation of Aircraft ) Number
5Y-KZC The Boeing Company 36044
Boeing 787-8

4. Name of Owner AWAS 36044 LIMITED
Name of Lessee: Kenya Airways Limited
Name of Financier: Wells Fargo Northwest

National Association

5. Address of Owner 190 Elgin Avenue
George Town, Grand Cayman
KYI-9005
CAYMAN ISLAND

Address of Lessee: Airport North Road
Embakasi
P.O. Box 19002-00501
Nairobi-Kenya

Address of Financier: 260N.Charles Lindbergh Drive
MAC:0U1240-026
Salt Lake City, UT 84116
Attn: Corporate Trust Lease Group

6.

Itis hereby cenified that the above described aircraft has been duly entered an the Kenya Aircraft register in‘ accordance
with the Convention on International Civil Aviation dated 7th December, 1944 and with the Kenya Civil Aviation Acl, and

lhe Air Navigation Regqulations issued thereunder applicable in Kenya.

29th April, 2015

Dateiof isale ... R e T e e s sans sevvs e R AT T T
by authorily of the Direclor General.

NOTE:
1. This Certificate is not proof of the Aircraft Ownership. .
2 Ne cutrics or endorsements may be made in this certificate excepl in the manner and by the person authorised for that purpose.

[P.T.0)
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L Definitions

=ASK: 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 kilometers (passengers multiplied by the distance flown); the basic unit of
consumption in the airline industry (e.g., passengers purchase an ASK and become an RPK)

*RASK: Revenue per ASK - a measure of revenue performance; unit revenue in the airline industry
*» CASK: Cost per ASK — a measure of cost performance; unit cost in the airline industry

* Load Factor: RPK divided by ASK; the percentage of available seat kilometers that were sold to
revenue-paying passengers; for a specific flight, the percentage of available seats that were filled

= Stage Length: distance of a flight in kilometers; average stage length is the average flight distance in
an airline’s given route network

*Yield: Revenue divided by RPK: the amount that a passenger pays to travel one kilometer; important in
the comparison of routes of different stage lengths

* 0&D passengers: origin and destination passengers; O&D passengers in a hub network include both
local passengers (e.g., passengers who take only one flight, like those traveling strictly between
Johannesburg and Nairobi), and connecting passengers (e.g., passengers who take multiple flights to
complete their journey, like those traveling from Johannesburg to Paris via Nairobi)

* Block Hours: the time that an aircraft is actively conducting a flight: typically measured from the time
the aircraft leaves the gate at the origin until the time the aircraft parks at a gate at the destination

* Flight Hours: the time that an aircraft is actually flying; measured from the time the aircraft takes off at
departure until the aircraft lands at its destination

SEABURY
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Executive summary — objectives and process

With the support of its advisors, Kenya Airways (“KQ” or the “Company”) has developed a
comprehensive restructuring proposal to stabilize the Company's capital structure

M Objectives

* The Company has engaged the Seabury Group (“Seabury”) to review its latest financial performance, forecasts, and related

restructuring proposal (the “Restructuring Plan®), and to provide an assessment for the Government of Kenya and other
stakeholders

* The engagement letter included the following scope provisions:

- Review and evaluate the feasibility of the KQ turnaround plan, including the progress of recavery process:

- Review and evaluate all proposals/options on the restructuring of debt, including leasing obligations and local bank debt;
- Review and evaluate all proposals/options on the capital structure;

Identify the key risks associated with the proposals/options and the KQ restructuring generally and recommend ways to manage these risks;
Engage with the Government of Kenya (“GoK") to understand its long term strategy for KQ;

i

Make recommendations to GoK on the most feasible restructuring option;

Monitor, on behalf of the GoK, the progress of the implementation of the agreed programmes;
- Provide on-going engagement / advisory services to the GoK technical and cabinet sub- committees;
- Undertake any other tasks that the GoK may require in relation to the to the KQ restructuring
* To produce this assessment, Seabury analyzed:
- The Company's latest financial results and revised forecast for the current fiscal year
- The status of turnaround initiatives being implemented by the Company and its advisors

- The latest revisions of the financial forecast and the Restructuring Plan, as provided by the Company and its advisors
- Market data related to the airline industry

B Process

* During the weeks of 12 December 2016 and 16 January 2017, Seabury representatives met with the Company’s management
team, its advisors, and certain representatives of the Government of Kenya in Nairobi to discuss and better understand the
Company’s current performance and the latest revisions of the Business Plan and the Restructuring Plan. In addition, Seabury

participated in various meetings in Washington, D.C. (Export-Import Bank of the United States), London (PJT) and Cairo (African
Export-Import Bank)

SEABURY



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

:13 Kenya Airways provides significant value to the country, much of which would be lost if the carrier were to cease
operations or substantially reduce its scale

S 1KQ's recent performance has lagged its budget / original forecast (from April 2016), with the most significant
variances coming in passenger revenues (where industry capacity growth is exceeding industry demand growth in
many of KQ's markets) and fuel expense (as current fuel prices are higher than those assumed in the Original Plan)

.- KQ's share of capacity has been falling over the last four years, while the capacity share of key competitors has
grown (e.g., Ethiopian Airlines in East Africa and Middle East carrier share to Africa from the rest of the world)

¢V As aresult of the weaker year-to-date performance than expected, the Company and Seabury have developed a

revised 5-year forecast with low- and high-case sensitivities that have been used as the basis to update the
Company's restructuring proposals

;} Seabury has worked with PJT to evaluate the impact of the weaker performance on the Restructuring Plan and to
develop adjustments to some elements to improve KQ's chances of achieving a successful and lasting restructuring

"“ ) Seabury believes the Restructuring Plan as defined by PJT is reasonable and necessary for the survival of KQ

,731 Seabury recommends that the Government of Kenya fully support the Restructuring Plan (subject to the substantial
agreement of all other stakeholders to requested concessions / restructuring of agreements) on an expedited basis,
by providing:
- Support for the MoU with KLM, which is critical to receiving the additional liquidity that KQ requires

- Approximately USD 800 million of

guarantees, as outlined in the Restructuring Plan, in order to achieve a consensual restructuring with all
key stakeholders

‘ﬂ:%Some elements of the Restructuring Plan may be difficult to achieve (e.g., concessions from certain operating
lessors, where lack of commercial leverage may limit KQ's ability to improve terms)
-.ff‘,’rSeabury further recommends that the GoK implement additional measures to provide value to KQ beyond
supporting the balance sheet restructuring (e.g., to help KQ compete with international competitors who receive
substantial support from their home governments)

SEABURY



I- Executive summary — benefits of a national airline
A successful and well-managed KQ will deliver significant benefits across five core areas

* Enable trade and
economic growth
within Kenya and
the region

= Encourage
investment

* Grow the inbound
L tourism industry

Economic
benefits

* Maintain and improve domestic
and regional connectivity

= Provide necessary
transportation infrastructure in
absence of other reliable modes

of transport

SEABURY

Transportation

infrastructure

Satisfy
demand for
air service
both today
and in the

future

= Unlock untapped demand
predicted by GDP growth over
next 5 years

* Provide direct flights on
underserved markets

= Support Nairobi at
an intermational hy
and commercial ci

Strateg[c for region
benefits = Opportunity to
become ‘de facto’
flag camier for
neighbouring
countries
Cultural
ambassador o
on the * Promote Kenya's reputation and
international image worldwide
stage = Develop a strong brand to
encourage foreign investment
and tourism




Executive summary — need for restructuring

While KQ can bring considerable value to the country, it requires an immediate balance
sheet restructuring to address its negative equity and unsustainable debt burden

B Capital structure

= As outlined by the l T £ L i A1« ; y ' ( 3 ‘
Company's advisors in the Lverview of |\""\_._':["FI.1‘| structure as O AU Heplaiiber
slide at right, KQ'’s debt
and lease obligations have
grown to US 2.2 billion e

= With KQ's cumrent P
operaling performance,
free cash flows are
insufficient to satisfy
contractual debt service

DRAFT FOR DISCUSSION

KQ has two forms of debt ebligations:

Tsave Sacond Len ! Sambury Second Lien Opeiating lease totas
* The Company requ‘”-es an Dubi: $5%m Debt: $29m ) .:-:r:j‘.:'ll-r'-.--‘--l,l. ) Sidras
urgent and comprehensive Gittndng S
restructuring to prevent a Ao LebO3%  Afemm/ PTA 2and +5.08% LAY RO At B A
financial collapse and LV T 1t P
ensure a solid foundation o Untacursd " Ove rdue Trada Creditor

for future growth
Corporate Debt: $101m

Gok Loans $hor Term Bank Loans
Debt §243m Debe: $232m

Averags Int 7 4% Avrage Inl 9. 8%
Insacurad Lraacired

ottt dmerre et WHITE ECASE  BOWMANS
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Executive summary — restructuring objectives

Working with the Company, its advisors developed a restructuring plan that was guided by
three key objectives, and based on the Company'’s financial forecast at the time (April 201 6)

B Objectives i DRAFT FOR DISCUSSION
* Seabury agrees with the : 1 - .
objectives of the | Restructuring Objectives
restructuring as outlined by ) , ) )
the Company's advisors in KQ's restructuring proposal addresses each of the following objectives for KQ and its stakeholders:

the slide at right

 suthicient free cash to maintain safe Lonunuing operations, arwd €7s.re rEmdins g

{oncern | evenunder downside business sensitivitie

B Basis for restructuring

* In developing the proposed
restructuring, the
Company’s advisors relied
on KQ's 5-year financial
forecast as it existed at the
time — April 2016 (the
“Original Plan™)

> No turther rescue financing required from the Government of Ker ya (" Beyond the 41
bridge loan already provided

T outhaent deleveraging 16 attract reinvestment from currert snareh

KLM) as well as providing a platform for further investr ent

* Althe money” equty value sutficient 10 establish appropriate emp oy e d manage
Ncentive F":ﬂ”‘-'

* The Original Plan defined
the expected profitability
and free cash flow that

» Minimise the risk of hold- oot miros ty staketioiders, wi'o

i SUpported restructurnng, bIcChing the Irarsacton (holaouts ™ anams
would be available for debt reaction
service payments going
forward » Least possible concessions required from the local meniyan banks while 4

shareholders 1o reinvest

WHITE ECASE GOPJ_M_Aﬂs
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Executive summary — current fiscal year performance

The Company’s latest results are falling short of the Original Plan, and the Company’s latest
outlook suggests that this shortfall will continue into the future

B Passenger revenues: current year

USD millions
[] original Plan 8724
[l Actual / Re-forecast
—n
!
i 235 2644
|
|
|
|
F ‘V l
Aprit — November Decermnber — March Full Year 2016417
(8-months actuals) (4-months re-forecast) (8+4)

B EBITDAR: current year
USD millions

(] original Plan s
B Actual / Re-forecast '

164.0
881433 Continge:
Wy

-
&

-

H N
Decemiver — March Full Year 2016817

(4-months re-forecast) 8+ 4)

* Non-cash provision of USD 14.3 million booked as contingency expense

in actuals and Original Plan, KQ has recently suggested this provision is
no longer necessary and will be removed going Iorwarq

»

374

Aprd = November
(B-months actuals)

B Projected EBITDAR: Original Plan
USD millions

2359 ‘ 2733
203.0

64.0

[] onginal Plan (kQ Aprit 2016)

3353
801 086

2015/18 (a) 201617 FY1718 FY18/19 FY19/20 FY20/21

Source: KQ Plan; Seabury analysis
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B Revised 5-year forecast

* In light of the profitability shortfall in the current fiscal year,
Seabury has worked with the Company to develop a quick
revision to the 5-year plan (the “Revised Plan”) that could be
used to revise the Restructuring Plan, as needed, to account
for the reduced cash flow potential

* The Revised Plan features reduced fleet growth and capacity
growth (especially in the near-term), and more conservative
assumptions regarding the macro environment

* The Company and Seabury have also independently
developed sensitivity cases to show potential downside and
upside performance versus the baseline Revised Plan



'. Executive summary - revised forecast

Seabury and the Company have both developed revised 5-year forecasts that incorporate the
latest results for the current fiscal year and a more conservative growth plan for the future

M Low case

= Assumes weaker revenue
environment (greater competition or
lower demand)

* Low case assumes the same capacity
as the baseline scenario

* If the Company tracks the low case,
additional strategy restructuring work
will be needed to redefine a
sustainable fleet and network

W Baseline case

* Revised 5-year forecast
incorporating latest results and
expected revenue trends

* Projected EBITDAR is generally
USD 70 - 120 million lower, per
year, than the Original Plan

* Reduced EBITDAR is somewhat
offset by lower fleet costs, as the
revised forecast assumes less fleet
growth

M High case

= Assumes improved revenue
environment (reduction in
competitive capacity and/or
additional demand / yield growth),
along with implementation of labor
cost savings

* High case assumes the same
capacity as the baseline scenario

Projected EBITDAR
USD millions

KQ low case
s Seabury low case

1645 1702 160.4 175.7 175.4

164.0 e 1618 s
130.4 1381

1617 1718 1819 19120 20121

Source: KQ Plan; Seabury analysis
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== KQ baseline case
tessuss Seabury baseline case

3353
Original Plan 308.6 e KQ high case 2975
2733 260.1 e Seabury high case
2359 2352
— 2140 2568
o m— ~
1702 178, 2128
148 198.0 2 1959
1640 1623 1727 1640 1702
1617 1718 18/19 19720 20021 1647 1718 1819 19720 20121



Executive summary — business plan outlook

Despite the negative forecast revisions, Seabury believes the Company is taking reasonable
steps to actively improve its performance and secure its future

B Operational transformation

« With the help of an outside advisor, the Company has implemented a wide-ranging operational transformation program to boost
revenue, reduce cost, and generate cash ("Operation Pride”)

* The Company has committed to a new strategic focus (“Winning in Africa”) and has improved operational efficiency and connectivity

= While Operation Pride has achieved significant improvements across multiple areas, there are notable gaps in some work streams
- Revenue performance is falling short of the Company's targets

- Certain labor initiatives hava not been achisved due 1o the Company's failure to reach consensual agreements with its unions

B Additional commercial initiatives

* In response to the lagging revenue
performance, the Company defined two
new waves of commercial initiatives

* A material shortfall in projected revenues
may trigger a need for additional support
from the Government of Kenya

We have a clearly defined vision for two new waves of commercial
turnaround, which will support our Winning in Africa strategy

0 O

Restora the commercial fungamentals

Build sustainable profitapility

* Restore our revenue Integrity

* Revenue: ensure delivery on largels vath improved

* Finalize the implementation of our Sales Force fevenug integrity and ancillary spend pes passenjer
Effectiveness approach * Yield: increase focus on higher yielding passengers

* Restore the compaetiveness of our key Economy and corporates, business class, and higher yielding dstnbut:
Premium traffic flows * Effectiveness’ improve network and parinefships. the

* Hit and run: Implement an O&D-based forward-looking commercial performance management, and SFE &
tactical approach fully aligned between Sales and PRM automation

Distribution” impsove the distribution SN alegy WO oflive
the cost of sales, and improve dired channel (e
commerce )

People: improve lalent management. the mcentve
siructure and mindsel and behaviors.

0 Winning in Africa; Home market control superior

connechvity within Alrica and simplified prodyuct

N

Seabury believes the initiatives identified by Operation Pride and the related transformation office structure gives
the Company a reasonable chance to turnaround its financial results and build a platform for future growth

SEABURY



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 applicable

W Key elements of the proposed restructuring plan by major obligation, as follows:
- T

i
,&

f
£
)
B

* Term to be extended by two years
= 30% amortization reduction equivalent to ~USD 25 million per year for five years in liquidity relief
* Guarantee by the Government of Kenya

= 777-300 to be sold to / remarketed by Boeing; proceeds to pay down senior facility

= Term to be extended by three years

= Straight line amortization over the three years of extended term

= Any shortfall in proceeds with respect to the sale of the 777-300 to be absorbed against all other aircraft in the Tsavo junior facility wiiist
retaining maturity

* Term to be extended by two years

* 15% amortization reduction equivalent to ~USD 6 million per year for five years in liquidity relief
* No guarantee provided by the Government of Kenya

= Term to be extended by three years
= Straight line amortization over the thiee years of extended term

= USD 243 million of debt converted to equity

= USD 800 million of guarantees to be provided (USD 525 million for Tsavo senior debt, USD 125 million for banks; USD 100 million for
letters of credit; USD 50 million for new liquidity facility)

= USD 232 million of debt converted to debt in special purpose vehicle to hold equity in KQ ("Equity HoldCo")
= Equity HoldCo debt terms: 10-year maturity; 4.0% payment-in-kind ("PIK") interest; 1.0% cash interest

= Three year extension on five E-190s whose current lease terms expire in 2018 thru 2020

* Reduced rate effective July 2017 of USD 190 thousand per month per aircraft; from ~USD 280 thousand per month per aircraft through the
extension period

= No extensions as contract termination dates are too far out in the future with leases currently expiring between 2022 and 2027
= Two years of reduced payments, followed by two years of payments at contractual rates, followed by increased payments until redelivery
date such that the impact to the lessor is net present value neutral

= Loan of USD 100 million to be
terms as GoK loan

= Request for an additional $50m to be provided in June 2017, that could be provided through an equity offer at a discount

provided by March 2017 and to be subsequently converted to equity at the same time and on the same

* Rights offering up to $100m at discounted price for new equity

SEABURY



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
B Restructuring plan

= Seabury agrees that Government credit support, mostly likely in the form of a guarantee, in a minimum aggregate amount of ~ USD 800
million, will be required to achieve key elements of the proposed restructuring plan

= Tsavo senior facility, Tsavo restructuring will likely not be achieved without Govemment of Kenya support; risk exists that assumed proceeds from sale
of 777-300 will not fully repay senior debt outstanding

= Portion of bank debt (55% or USD 125 million)
= Guarantee of a liquidity line of credit of LUSD 50 million (if not a direct loan), as cash balances are short of recommended levels
Guarantee of USD 100 million in respect of existing and future letters of credit, which will likely not be renewed without a guarantee

While the guarantee of the bank debt could be reduced, this may make achievement of that element of the restructuring more difficult; any
such reduction in the total amount of Government guarantees may be offset by additional credit support that would be required to address

any shortfall in 777-300 sales proceeds and / or to achieve a targeted cash level of 15% of trailing twelve months revenue (a Seabury
recommendation)

= Conversion of debt to equity is a critical element of the restructuring plan and is fully supported by Seabury; without the conversion of
shareholder debt (GoK and KLM, after funding) to equity, the plan will likely fail

The proposed restructuring of the Tsavo and Samburu facilities (both the senior and junior tranches) appears reasonable

- Tsavo senior restructuring will likely be achieved with Government of Kenya guarantee based on feedback from The Export—

Import Bank of the USA
("Exim"); failure of the Government to offer a guarantee or other credit enhancement will jeopardize the success of the Tsav,

0 senior restructuring
= Restructuring of the Tsavo junior facility and the Samburu facilities (senior and junior) are largely dependent upon the Afiican Export-import Bank

("Afrexim™) who may request a Government guarantee similar to the Tsavo senior facility; such a request should not be granted in light of the Exim
requirement to demonstrate justification for concessions and the enhanced LTV associated with the Samburu facilities

"

The Government of Kenya's support for the Kenya Airways restructuring plan should be conditioned upon the
substantial agreement of all other stakeholders to requested concessions / restructuring of agreements

SEABURY



Executive summary — recommendations (2 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
B Restructuring plan

= The conversion of the bank debt to debt in Equity HoldCo (off KQ balance sheet) is recommended, some form of Government credit
support is likely required in order to achieve the desired restructuring of the bank debt without disruption to the Kenyan banking system

= While most of the operating leases are well above market (range of 10% to 35% - see slide 50), the Company has very little leverage with

the operating lessors — either threats (e.g., Chapter 11) or sweeteners (meaningful lease extensions, many of the operaling leases already
run through the mid-2020s)

= Mark-lo-market rates do not reflect on the compelitiveness of the leases when Initially executed:; rather it reflects normal market movement over time

e s, ' .;.:' r.'.j = The offer of an extension of three years to the E190 lessors in exchange for a reduction to market rates (from ~USD 280 thousand per
M‘E }T; month per aircraft to USD 190 thousand per month per aircraft) is viewed as reasonable
A S
Phinbeine

= With respect to the remaining operating leases, given the relatively long remaining terms, the offer of an extension is not viewed to have
ey significant value; any liquidity relief that can be provided through consensual negotiations will be beneficial to the restructuring efforts

# Conversion of new debt in the amount of USD 150 million to equity is a critical element of the restructuring plan and is fully supported by
Seabury; without the conversion of shareholder debt (GoK and KLM, after funding) to equity, the plan will likely fail

* Dilution will likely be required to achieve the restructuring; equity holders must pay the price
= If necessary, force the equity dilution by achieving the necessary threshold of 75%

!

The Government of Kenya’s support for the Kenya Airways restructuring plan should be conditioned upon the
substantial agreement of all other stakeholders to requested concessions / restructuring of agreements

SEABURY



Executive summary — recommendations (3 of 3)

Seabury recommends that the Government of Kenya implement other means of supporting
KQ, in addition to supporting the proposed restructuring

B Additional Government support for Kenya Airways

* Support the Company's efforts to renegotiate contract terms with its two major unions by encouraging the unions to take a more produciive
stance when negotiating with the Company

* Explore options to reduce charges incurred by Kenya Airways, examples as follows:

- Absolute rate reductions in favor of Kenya Airways, only; however, would create an un-level playing Geld with respect to other carriers opefating in
Kenya

= Revenue neutral adjustments to passenger charges such that connecting passengers (favoring KQ's hib operation at JKIA) are charged at a

substantially lower rate than charges applicable to origin and destination passengers (Hong Kong Intemational waives airport taxes for stopover
passengers arriving and departing on the same day)
= Other

* Designate the airport as a tax free zone such that taxes are not charged on parts and other supplies and materials used by Ke nya Airways
in its maintenance and other operations at JKIA

= Examples indude Dubai Airport Freezone (UAE), Imam Khomeini International Airport (Iran), Aqaba Special Economic Zone Authority
(Jordan), Mattala Rajapaksa International Airport (Sri Lanka) and areas around various US airports

= Negotiate favorable bi-lateral agreements on behalf of Kenya Airways and, where appropriate, the Government could limit the air traffic
rights granted to other countries to protect routes for Kenya Airways

- GoK recently rescinded operating authority sought by Emirates Airfines to add an addllional frequency in the Dubai-Nairobi market, pending a review
of the bilateral air services agreement between the UAE and Kenya

= Enforce the Fly Kenya Act to ensure all Government employees and contractors utilize Kenya Airways for travel
= Similar action has been taken in other countries such as the USA, India, Kuwait and the Emirate of Abu Dhabi

= Improve the process for obtaining work permits to allow Kenya Airways to attract employees with requisite skills and to develop talent

locally

In light of the importance of Kenya Airways to the country of Kenya, the Government of Kenya should support
its national airline wherever reasonable
SEABURY
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'. Value of a national airline

A successful national airline can deliver significant benefits across five core areas

Satisfy
demand for
air service
both today
and in the

future

Economic

Strategic
benefits

benefits

4

Cultural
Transportation ambassador

infrastructure ; i the
international

stage
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'l'*? Air traffic has lagged GDP growth suggesting untapped deman

Growing wealth correlates strongly with expanded demand for air travel for business / trade,
inbound tourism / VFR' and outbound leisure travel

Kenya GDP and ASKs 2015 GDP and ASKs per capita
Real GDP (2010 adjusted) and ASKs (Indexed, 2009=100) ASKs per capita

800
® Kiribati * Kenya
i ® Kyrgyz Republic ® Africa
® Other
400 ® Tajikistan Real GI
Cambodia @ (010
* Kenya adjuste
<
2001 Ethiopia®  ® Nepal Cameroon ® Ghana Ud?taw
Sierra Leane g° Sod ® © eZamba ®Nigeria | 7
GDP ASKs Forecast 0 e . Cote d'lvoire
2009 2015 2020 0 500 1,000 1,500 2,000 2,500 3,000

B Kenyahas a relatively strong market for air travel

* A strong national carrier has supported development of a
relatively robust air travel market which significantly benefited the

B ASK growth has lagged GDP growth

= From 2009 through 2015, GDP exhibited a positive CAGR of 6%;
while ASKs increased at a slower CAGR of only 2%

* Studies estimate that ASKs typically grow between 1x and 2x the Kenyan economy
GDP growth rate, dependl.ng on region and market maturity? = While the Ethiopian local population is ~3x less wealthy, the

* From 2016 0 2020, GDP is forecast {o grow at a 6% CAGR; this recent growth of Ethiopian airlines has namowed the gap in the
W‘:”'Ff 'AOS""(W"Y be expected to lead to a similar or greater growth country’s accessibility, with Ethiopia’s accessibility currently only
rate in s

50% lower than Kenya's
= For Kenya, ASK growth (and related traffic growth) over this period

has likely been stunted by the threat of terrorism and related travel
wamings that have depressed inbound tourism traffic v

KQ is in a prime position to capitalise on a relatively strong market for air travel
where growth in ASKs has lagged behind real GDP growth

Notes: 'VFR stands for ‘visiting friends and relatives’ and is a common source of air travel demand for countries with a sizable population who have migrated to other countries;  Many
sludies by academics, economic consulting firms, governments and industry bodies

Sources: Ishutkina & Hansman: ICAOQ; Steer Davies Gleave: Oliver Wyman; The Boston Consulting Group; The World Bank; Innovata; Seabury analysis
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1 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

‘“ Airlines can contribute

‘ significantly to national
~~ Gpp

Airline revenue as percent of GDP
2015

1> 1%

SOUTH AFRICAN Amars

@ Kenya Alrways 3%
o L f ke o A,

K 5%
air MAURITIUS

/
Erhiopian™ 7%

oA o

* Revenues come from both domestic
and foreign points of sale generating
export income for the country

* Operation of ancillary businesses (e.q.,
Maintenance, Repair and Overhaul
facilities (MRO)) increases 'exports’
and develops Kenya's skilled labour
force

. Operating an airline

n requires a skilled

workforce

* A national airline can create good well
paying jobs and act as an aspirational
employer for young educated people
looking to work for an intemational
company

* Even relatively low-level workers
(mechanics, contact centre, sales
offices, airport gate and check-in staff)
will gain technical training, IT skills,
and a safety culture

* Both IAG and Ethiopian Airlines are
proposing to invest in MRO facilities in
Nigeria because of the existing pool of
skilled mechanics

* KQ has invested in training facilities
creating a valuable educational
establishment, with over 1,800 staff
trained in 2015

g

i

A strong national carrier
enables trade at all levels

*» Certain industries depend on the
speed of air travel and flourish when
local and national governments invest
in aviation infrastructure and airfines

- Kenya's horticulture and agribusinesses
depend on air freighting fresh flowers and
produce to Europe

- FastJet in Tanzania offers ‘fish boxes’ as a
checked luggage item to transpoit fresh fish
to intand dties from Dar es Salaam

- Express and package freight forwarders /
consolidators require aircraft belly capacity

'® Many small businesses and traders in

East Africa need access to distributors
/ wholesalers in Nairobi or outside
Africa and ability to import small
volumes

A well managed and successful KQ can be a major part of Kenya’s economy

Notes: 'South African Alrways if for 2014 (latest available annual report)

Sources: Air Mauritius annual report 2015, Ethiopian Airfines annual report 2015; Fastjet, Kenya Airways annual report 2015; MRO Network; John Kasarda: The World Bank; South

African Airlines annual report 2014, Seabury analysis
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= Case study: Ethiopia’s success building a national airline

Ethiopian Airlines has expanded remarkably in the last decade and the improved
connectivity has stimulated trade, tourism and economic growth

Kenya and Ethiopia comparison

Inbound

Real GDP (2010 adjusted), USD per capita tourists, M
1,500 20
1.5

1,000
1.0

500
05

2007 2008 2009 2010 2011 2012 2013 2014

B Kenya GDP / capita
B8 Ethiopia GDP / capita

== Kenya tourists arrivals
= Ethiopia towists arrivals

Ethiopian Airlines growth

Number of aircraft ASKs, billions

2009

2010 201 2012 2013

B Aircran

2014

ASKs

M Arrivals to Kenya could be ‘captured’ by flag carrier

= Ethiopia's tourism industry has expanded in-line with Ethiopian
Airlines’ growth

* Kenya inbound tourism, despite having a more developed tourism
sector, has stagnated in the last decade (due largely to the travel
warnings and associated depression of demand)

* It Kenya's national carrier were to cease operation, Kenya's
connectivity to the world is likely to deteriorate significantly, further
damaging the country’s tourism sector

M Ethiopia’s national airline has enabled growth

* Ethiopian Airlines’ robust growth (+17% CAGR in ASKs) is part of the
government vision to make it “the leading aviation group in Africa”

= Ethiopian Airlines' Africa network is the most expansive of any African
carrier
- Supports African Union Headquarters to Addis Ababa

- Major NGOs also find Addis Ababa an attractive base for staff (e g.
USAID)

- Partnerships / investments in ASKY (based in Togo) and Rwandair
(Rwanda) extend Ethiopia's reach into West and Southern Africa

%’

A revitalized KQ can be a major driver contributing to the return to growth in
Kenya’s tourism sector

Sources: The World Bank: Ascend, Innovata; Ethiopian Airlines
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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
¥ Hub for East African travel, trade and business B Connectivity detail
* Tourists and business travelers value the ability to reliably * Regionally, KQ operates a major regional hub in Nairobi
reach domestic and regional destinations which competes with the hub of Ethiopian Airlines in
- KQ has a market share of 70-80% on domestic routes from Addis Ababa, 700 miles away
Nairobi to Kisumu and Mombasa * On the world stage, Nairobi is well positioned a port of
- KQ has a market share of 90%+ on 24 out of 43 African entry to East Africa for tourists and business travelers
destinations served from Nairobi coming from Asia, Europe, Western and Southerm Africa

* Kenya Airways — much like the Gulf carriers — increases the =
visibility and stature of the country and attracts significant {
connecting traffic ‘

* A modern airline and robust infrastructure sends a positive
signal to foreign investors and tourists considering Kenya and

supports growth of the economy through modemisation and
foreign investment

- Support Nairobi’s position as a commercial capital of the
local region

- Africa’s market share of global tourism has risen from 3% in

the 1980s to 5% in 2010 and today stands at 6% with a plan
to attain double-digit figure by 2020

A hub operation in Nairobi makes the city an easier place to do business in the
region through improved connectivity and a schedule suited to the local market

Sources: Innovata, United Nations World Tourism Organization (UNWTO)
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2 Itis not unusual for governments to support airlines

The importance of accessibility for business, economic growth, governance and provision of
public services mean national governments often provide direct support to airlines

% USA: Essential Air Service (EAS)

= Government programme putinto place after deregulation in
1978 to guarantee that small and rural communities
maintain a minimum standard of service to larger hubs

* Subsidies totaled USD 261 million in 2015

°New Zealand: Nationalisation, restructure and sale

* In 2001, Air New Zealand was re-nationalised under a NZ$
885 million government rescue plan (76.5% stake)

* After an aggressive restructuring, the government sold a
20% stake for NZ$ 365 million in 2013

@ Brazil: Regional Development Programme (PDAR)

* PDAR will benefit 270 out of 689 local and regional
airports, allowing them to receive commercial flights

* The type of upgrades expected at each airport varies from
rehabilitation of runways to construction of new terminals

3 Ethiopia: a government owned successful airline

* The Ethiopian government succeeded in creating the most
profitable African airline in recent years without privatising it

* Ethiopian is implementing a 15-year plan (Vision 2025) that
will increase its fleet to 120 aircraft and destinations to 90

Sources: U.S. Department of Transportation; In
Agency; Australian Department of Infrastructure and Re
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donesian Ministry of Transpor; The Sunday Moming Herald (smh.com au), U
gional Development; atwonline.com: Seabury proprietary information

e Indonesia: Pioneer flights

* Subsidised by the Ministry of Transportation, pioneer flights
aim to better connect the island archipelago nation in order
to gain public interest and then gradually remove subsidies

» USD 36.2 million has been earmarked for use in 2016
*United Kingdom: Regional Air Connectivity Fund
;V

* The 4 year deal was announced in 2013 to maintain
important regional air connections and marks the second
PSO (Public Service Obligation)

* Fund size was doubled to GBP 20 million per year in 2014
aAustralia: Remote Air Services Subsidy Scheme

* Subsidises a regular weekly air transport service for the
carriage of passengers and goods to isolated communities

* There are currently seven air operators providing air
transport services to 260 remote communities

.Morocco: government supported restructuring

* Morocco’s government offered MAD 1.6 billion (USD 193
million) as part of a MAD 9.3 billion package required to
restructure the carrier from 2011-2016

* MAD 520 million profit in 2016 (MAD 203 million in 2015)

K Home office (gov.uk): U.S Trade and Development



[0 Value of a national airline
The Government of Kenya has three main options with respect Kenya Airways

B Support KQ restructuring B Re-nationalize KQ

= Support a “market” restructuring * Maximum capital required from the * The “default” scenario if
and recapitalization from third government — in exchange for government fails to act in a timely
parties maximum flexible to “reset” the manner

capital structure

M Allow KQ to fail

* Government is able to leverage

* Nairobi to lose airline hub status
support from other parties (new

* Gives the government the greatest

equity from KLM; concessions
from lessors and lenders)

* Balances public funding
requirements with minimizing
negative impact to the national
economy

* Support provided as guarantees
carries different risk than direct
cash injections (e.g., guarantees
on secured loans are much less
likely to be fully called, as aircraft
collateral retains value)

SEABURY

control over the outcome (at a
price)

* Allows the government to dictate
what level of service cuts, if any,
will be made

* Doesn'’t necessarily “fix” the
Company and may require
substantial future/ongoing capital
support

- Loss of regional connectivity

- Potential loss of corporate headquarters
as air travel less convenient to and from
Kenya

* Impact to the country may reach

beyond aviation sector (e.qg.,
collapse of local banks)

= Capacity lost will be partially made-

up by other carriers over time - but
likely never fully replaced

* May not be the cheapest option for

the government, when all
secondary impacts are considered:

- Labor impact

- Backstop support to local banks and/or
other creditors

- Impact to airport, business and tourism



B Support KQ restructuring

* Case study — TAP Portugal

* TAP Portugal is a Portuguese
national carrier, founded in 1945
with a hub at Lisbon Humberto
Delgada Airport (LIS)

Operates ~80 aircraft and serves
70+ destinations

The airline was partially privatized
after losing ~€80 miillion in 2014 and
accumulating debt of ~€1 billion

The Atlantic Gateway consortium
acquired 45% of TAP and made
capital injections worth €345 million

€250 million in pre-delivery
payments were made for aircraft in
2016 and 2017 (as part of a fleet
replacement program worth over €7
billion in new aircraft orders)

As part of the privatization, the
airline underwent a restructuring;
restructured €1 billion of debt,
raised over €350 million of capital
and raised €400 million of liquidity
through aircraft sale & leasebacks

SEABURY

% Value of a national airline
There are precedents in the airline industry for governments that have made each choice

B Re-nationalize KQ

* Case study — Malaysia Airlines

* Malaysia Airlines is a Malaysian
national carrier, founded in 1947
with a hub at Kuala Lumpur
International Airport (KUL)

* Operates ~80 aircraft and serves
50+ destinations

* The airline was de-listed and re-
nationalized in 2014 under a ‘MAS
Act’

* The government injected a ~USD
1.5B along with a deep restructuring
including a staff reduction of ~30%.

* As part of the restructuring,
Malaysia Airlines has significantly
cut its seat capacity (by ~20% vs.
2014), and became the 2™ largest
carrier at KUL behind KUL-based
AirAsia with ~25% seat capacity
share (vs. ~30% share in 2014)

* The company is expected to return
to profitability in 2018

B Allow KQ to fail
* Case study — Air Afrique

= Air Afrique was a pan-African airline
with headquarters and largest
operations at Port Bouet Airport in
Abidjan (ABJ) in Cote d'Ivoire

* The airline was founded in 1961 and
ceased operations in 2002

* The airline was owned by Air
France and 11 West-African
Governments

= Before collapsing, it operated 8
aircraft and its operations were
crippled by ballooning debts,
appalling service and significant
overemployment

* As a result of Air Afrique’s collapse
traffic at ABJ has reduced — from
1.3 million passengers in 1999 to
0.7 million passengers in 2004

]



lﬂ KQ represents the nation on the international stage

National airlines, with their strong brands can serve as an advertisement for investment,
tourism, and trade; successful KQ represents an opportunity to raise awareness about Kenya

"High-profile global
Sponsorship and endorsement
deals are also part of the

reason why the Gulf airlines’
brand valuations are soaring”
- The National

o0

L
Emirates

* Sponsorship deals
since Emirates’' early
years in 1987

* Vital part of the
marketing strategy
involves sports:
football, rugby, tennis,
motorsports, horse
racing, golf, and cricket

* Qatar Airways seeks to
link its brand attributes
and values with
customers

* Reinforces brand

position efforts and
delivers credibility

“On a good day, a national
airline is an embassy with
wings - transporting culture,

cuisine, commerce and
goodwill around the world” -
Monocle Magazine

= British Airways flies the
// Union Jack and
y/ represents the UK
l:l = Classic, refined; invokes

feelings of patriotism
and security

= Cathay Pacific is the flag
carrier for Hong Kong
= Safe, modern airine that
offers East Asian luxury
- associated with Hong
Kong

%

“The red-crested crane on
JAL's aircraft became a

national motif” - The New York '
Times

= Japan Airlines was
viewed by the government
as a national champion
representing the
economic resurgence and
power of Japan from the

‘Q 1980s onwards

= Bankruptcy in the 2000s

caused a deep shock to

the Japanese political and
business culture

= Restoration of the red
iconic crane motif
symbolized the rebirth
after restructuring

Although not easily measured, the branding merits of KQ are substantial and could

be a net positive for Kenya

Sources: Monocle Magazine; The National; The New York Times; Seabury analysis
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Bl KQ delivers positive impacts in the five core areas
A successful and well-managed KQ will deliver significant benefits across five core areas

* Enable trade and
economic growth
within Kenya and
the region

= Encourage
investment

* Grow the inbound
tourism industry

Economic

benefits

and regional connectivity
* Provide necessary

absence of other reliable
of transport

SEABURY

* Maintain and improve domestic

transportation infrastructure in

modes

Transportation

infrastructure

- BEAyu e )
e

Satisfy = Unlock untapped demand
demand for predicted by GDP growth over
; : next 5 years
air service

= Provide direct flights on

both today underserved markets

and in the
future

Strategic

benefits

Cultural
ambassador

= Support Nairobi &
an interational h
and commercial
for region

* Opportunity to
become ‘de facto
flag carrier for
neighbouring
countries

on the
international
stage

and tourism

= Promote Kenya's reputation and
image worldwide

* Develop a strong brand to
encourage foreign investment
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B Business plan assessment — overview

Over the last year, KQ has implemented a wide-ranging transformation plan, named
“Operation Pride”, designed to return the Company to profitability and financial stability

Operation Pride — The Turnaround Project

Why? Impact

Focus on revenues, pricing & sales,

Poor Commercial direct costs, fleet, overheads,

Closing the Gap on

Execution Profitability procurement, network
Flat Revenues - e "o Focus on competitive advantage In
drrb i
Markets Changes Butlmnos Model Africa and drive partnerships

and Externalities

Balance Sheet
Adjustment and
Capital Raise

Address negative equity position,
sell excess assets, recapitalise the
business

Excess Capacity
and Cost

Create a Sustainable Long-Term Business

Driving the hub of Nairobl and securing Kenya's econamic position in the reglon
Return KQ to profitable growth

Operation Pride High Level Overview

How does it work?

Operation Pride is committed to be 100% sustainable - so it is run
by KQ employees

- ‘ﬂ 8 Workstreams
« >250 initiative owners, >500 employeas dnving inttiatives
>500 initiatives: driving savings, generating revenue and
changing mindsets and behaviors

Pride performance managed through Weekly progress updates
govemed by a central transformation office

Operation Pride High Level Overview

What have we achieved so far

Financial Impact “ Sustainability Impact /'fl
w

We have introduced several
sustainability initiatives to
help improve our business, e.g.

Operation Pride is on track and in
the first 6 months has:

* Booked 41% of annualized recurring a »
lue * "Change management” work stream

va to build long-term capahbilities and
mindsets & behaviors for sustanable

success of KQ

* Booked 33% of one time value; ¢.g.
sale of aircrafr, retime/sale of London
Heathrow slot, etc. * A“Procurement Factory™ has been

. established to ensure we get the right
* Implemented 228 of total >500 N

initiatives

value from our vendor contracts

Source: KQ Plan; Company presentations
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M Transforming the Company
* KQ has implemented a number of key initiatives to boost
revenue, reduce cost, and generate cash

- The Company has committed to a new strategic focus ("Winning in
Africa®) and has improved operational efficiency and connectivity

* While Operation Pride has achieved significant
improvements across multiple areas, there are notable
gaps in some work streams
- Revenue performance is falling shont of the Company's targets

- Labor cost initiatives have not been accepted by KQ's unions
* The Company recognizes the need for continuous

improvement, and has shared action plans for identifying
additional commercial initiatives to further boost revenue




'. Business plan assessment - latest results

In the year-to-date period, KQ has been under-performing the Original Plan, with negative
variances in capacity (ASK), revenues and cumulative EBITDAR

B Capacity and revenue B Cumulative EBITDAR
Year-to-date through November 2016 USD millions
[} original Plan
B8 Actual

ASK (billions) Passenger Revenue Total Revenue
(USD millions) (USD mi ) Apr May Jun Jul Aug .Sep Oct Nm

B Variance to Original Plan

* From discussions with the Company, Seabury understands that the results posted for the first 8 months of the fiscal year (through
November 2016) are lagging the Original Plan, with a 4.6% shortfall in revenue leading to an 18% shortfall in EBITDAR

* Capacity has been lower in the year than planned as the Company took action to stem losses in markets with increased competitic
(e.g., GBE) or where political issues were creating banking difficulties (e.g., ABV)

* Passenger revenue has remained under pressure as increased competition has held yields below expected levels

- Load factors are tracking on-plan in the year-to-
(as a first step to increase unit revenues)

* Additional variance in EBITDAR results from gaps in:
- Fuel expense (due to higher oil prices than planned)

date period, as the Company has shifted its commercial strategy to focus on generaling passenger volumes

- Direct operating costs (due to a one-time charge booked for spare parts inventory adjustment)

- Overhead costs (higher than planned consulting expenses related to the restructuring)

Source: KQ Plan; Company reports
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h- Business plan assessment — current year reforecast

Considering the weakness seen in the first eight months of the year, KQ revised its forecast
for the full fiscal year, resulting in a material gap to the Original Plan
‘ s of Fi Full Year 2016/17

e
— £ Year (Dec 2016 - S (8 mo. actual + 4 mo. forecast
oo R P I ] e e e

Summary Income Statement

Passenger Revenue 579.0 551.1 -4.8% 2935 264.4 -9.9% 872.4 8155 -6.5%
Cargo and Other Revenue 1413 1362 -3.6% 66.6 649 -26% 2079 201.1 -33%
Total Revenue 720.3 687.3 -4.6% 360.1 3293 -8.6% 1,080.4 1,016.6 -5.9%
Fuel Expense 1407 1429 +1.5% 70.3 78.6 +11.7% 2111 214 +4.9%
Other DOC Expense 276.5 2758 0.3% 1315 1319 +0.3% 407.9 4075 -0.1%
Employee Expense 114 96.4 -13.4% 37.7 52.0 +37.9% 1491 148.4 -0.4%
Other Overhead Expense* 545 60.1 +10.2% 219 204 +34.5% 76.4 89.5 +172%
Total Expense (ex-DAR)* 683.1 §75.0 - 1.4% 261.3 2018 +11.7% 8444 866.9 +2.7%
EBITDAR 137.1 112.3 -18.1% 98.8 374 -82.1% 2359 149.7
EBITDAR Margin 19.0% 16.3% -2.7% 27 4% 11.4% -16.1% 21.8% 14.7% -71%
Statistics
ASKs (millions) 9.6 94 -25% 46 45 -23% 143 139 -2.4%
Load Factor 71.1% 71.0% -0.1% 70.1% 75.1% +5.0% 70.8% 72.4% +1.6%
Metrics
Revenue per ASK (cents) 75 7.3 -2.1% 7.8 7.3 -6.4% 76 7.3
DOC Cost per ASK (cents) 43 45 +29% 4.4 48 +6.8% 43 45 @
Fuel Cost per ASK (cents) 15 1.5 +4.1% 1.5 17 +14.4% 15 1.6 +75%

* Other overhead expense excludes “"DAR" (depreciation, amortization and rental); results shown include approximately USD 14M of contingency provisions (non-cash accounting
expense included in both the actual and revised forecast) that KQ now expects to be reversed by the end of the fiscal year
Source: KQ Plan: KQ reports
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I. Business plan assessment — revised 5-year forecast

In light of the shortfall expected in the current year, KQ and Seabury have worked diligently
to prepare a revised 5-year outlook that incorporates a number of material updates

B Capacity adjustment

* The Company’s actual capacity (measured by ASKs) is tracking 2.5% below the Original Plan over the year-to-date
period, as KQ has reduced capacity in some markets due to competitive or political considerations

- Considering the current macro environment, KQ has revised its growth plans and now expects capacity to be relatively flat for the next two
years —versus consistent year-over-year growth as assumed in the Original Plan
B Revenue adjustments

* The Company has reduced its revenue projections for both passenger and cargo revenue to reflect the weaker yield
environment that the Company is experiencing — particularly within Africa

B Fuel price adjustment

* The Original Plan assumed underlying oil prices (Brent crude) of USD 44 per barrel rising to USD 52 per barrel over the
forecast period, while the latest forward curve data shows Brent crude futures relatively flat at USD 56-57 per barrel

- Passenger yields have not been adjusted in the baseline forecast to reflect the higher fuel price environment (in some cases, increased fuel
prices will lead to increased market fares, as airlines pass along higher production costs to passengers

B Cost adjustments

* The Original Plan included a number of cost initiatives that have been implemented over the last nine months; in some
cases these initiatives have not been achieved

- In particular, the Company has failed to achieve approximately USD 23 million of initiative value from employee-related cost reductions —
much of which requires changes to collective bargaining agreements with organized labor groups

- Efforts remain under way within the Company to implement these initiatives; however, the timing and ultimate achievement of savings is
unlikely to meet the levels assumed in the Original Plan

B Other (one-time) adjustments
* Additional updates have been incorporated to reflect the actual results achieved in the 8-month year-to-date period

SEABURY



B Business plan assessment — capacity plan

In light of the challenging current environment, the Company has reduced its fleet and
capacity growth expectations

B Capacity (ASK) B

Available seat kilometers (billions) G
CBA%> ﬂ 18.4 [""] Original Ptan
17.0 T lea 16.8

15.4 15.8 2% Revised Plan
;_ 144 [

15
13.9 13.9 142 £ 14.5

200910  2010/1 201112 2012113 2013/14 201415 2015/16 2016/17 2017118 201819

2019/20 2020/21

2021/22
* KQ seheduled ASKumyphnwmmSunnmzsmzoﬂ) with 98.5% completion factor applied
M Fleet plan Base /17 17/18 1819 1920 2021 aup2
i B787-8 7 7 7 9 9
* The Original Plan included growth of at least 1 incremental w o B737-800 9 10 u 1 13
i 2 B737.700
alrcraft per year g E190 15 15 15 15 15
* The Revised Plan assumes no growth in aircraft units until Total ED} 32 33 35 37
year 5 ( w21) B787-8 7 7 7 9 9 9
- The Revised Plan does assume a significant up-gauging of capacity in } B737-800 8 8 8 8 9 10
year 4 (2018/20), when 2 787-8 aircraft are returned fo the KQ fleet (off -i B7347-700 2 2 2
sub-lease to Oman Air), taking the place of 2 737-700 aircraft that will g E190 15 15 15 15 15 15
be returned to lessors at that time Total 32 32 32 EY] 33 34
* Relative to the Original Plan, the Revised Plan includes less B787-8 0 0 0 0 0
aircraft ownership expense g B727-800 1 2 GRS S o
o0 RN g
E £150 0 0 0 0 0
Total 1 0 1 3 s

Source: Company reports; KQ Plan
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'.‘ Business plan assessment — capacity adjustment
The reduced capacity planned by KQ over the 5-year forecast period is expected to reduce
projected EBITDAR by over USD 100 million on a cumulative basis

B Methodology
* To estimate the financial impact of the reduced capacity growth relative to the Original Plan, Seabury classified P&L
items as either variable or fixed
- Variable items include passenger and cargo revenue, excess baggage revenue, fuel expense, maintenance and other direct operating cosls,
and operations employee costs

* Variable items are assumed to be reduced on a proportional basis with the projected reductions in capacity

- For example, the 5.6% reduction in ASK assumed for 2017/18 (versus the Original Plan) results in a 5.6% reduction in variable revenue items
and a 5.6% reduction in variable cost items

B Impact of capacity adjustment M Change in capacity and impact on EBITDAR
* The reduced capacity of the revised forecast results in USD millions
lower EBITDAR each year, as incremental capacity was l '
projected to be profitable in the Original Plan 7
-16.8
-190
-2.4% 255
-5.6%
-6.4%

-7.9% =399
= Reduction in capacity

[ Reduction in EBITDAR
11 6%

201617 2017118 2018/19 2019/20 2020/21
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B Business plan assessment — revenue adjustment

Actual results and the KQ reforecast for the current year suggest a significantly lower unit
revenue achievement in the current fiscal year compared to the Original Forecast

B Unit revenue (passenger revenue per ASK): current year (2016/17)

USD cents
|__] Original Plan 6.80 668 9
Aclual / Re-forecast T Em s 6.47 6.44
1% 1621 [ |——'
5.77
56

575

Apr May Jun Jul Aug Sep
Actuals Revised Forecast

M Revenue adjustment

* For the revised baseline forecast, Seabury assumed the reduction in unit revenu
to the Original Plan) would continue through the entire 5-year forecast

es expected for FY 2016/17 (relative

* While the Company is actively engaged in the implementation and identification of revenue initiatives to improve its
revenue production capability, Seabury believes the macro environment will remain challenging for KQ — absent a
significant capacity reduction by a major competitor (e.g., Ethiopian, Emirates, Qatar)

* Seabury used a similar methodology to adjust cargo revenue, with cargo revenue per ASK down nearly 12% for the
current fiscal year (8 months actual + 4 months forecast) versus the Original Plan
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B Business plan assessment — passenger revenue
KQ has produced its own revised forecast for passenger revenue which is generally in-line
with Seabury’s baseline forecast — although somewhat more optimistic in the latter years

M KQ passenger revenue forecast

* Unlike the Seabury passenger revenue forecast, which was developed by applying a reduction to the Original Plan, the
Company's revised passenger revenue forecast was developed as the product of yield and load factor assumptions
applied to the Company's revised capacity plan

- Based on recent trends and expected continued competitive pressures, yields are expected to continue to decline at a rate of approximately
1.0% per annum, while load factors grow with continued commercial initiatives, leading to modest growth in unit revenues (< 1.0% p.al)

Cabin factor (%) 0 Passenger yield (USD cents) P-RASK (USD cents)
755 '
741
7286 s Bf—--_._ﬂi_.__ 85 87 86 86 - o
2 e BB —— b
08 =727 127 128 734 &1 82 83
67.9 - - 82 P 5'.9///\ -
P KQ Revised Plan : 8.1 80 79 — 60 60 61
Original Plan ) 58 59 '

1516 1617 17/18 18/19 19/20 20721 15116 16/17 1718 18119 19/20 20721 15/18 1617 17118 18/19 19720 20121

M Passenger revenue forecast: Company versus Seabury (baseline case)

USD millions
‘-OQ'{___T o ——— KQ Revised Forecast
957 9& === Seabury-Revised Forecast
ars 941
841
816 — 873
829
201617 2017118 201819 2019/20 202021

Seabury views the revised passenger revenue forecast as a reasonable baseline, given that
two different methodologies (from Seabury and KQ) resulted in a similar 5-year forecast
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B Business plan assessment — fuel price adjustment

QOil prices have trended up over the last few months, leading to a gap between the current
oil futures curve and the assumed price of jet fuel in the Original Plan

@ Oil assumption (Brent crude price)
USD per barrel

[ orginal Plan = Actuals —— Forward Curve 568 56.8 56.8 56.7 56.9
a1 M7 %2
- 524
497 497 491 a3 i 49.4 : -
Bl e 470 o 0 473
\ 431 A . 439 443 447 450 453 457 459
419 423 427 42.5 -
Apr May Jun Jul Aug Sep Ooct Nov Dec Jan Feb Mar 2017118 201819 201920 200021
B Impact of higher oil prices M Fuel recapture
USD millions , . ;
| . * Seabury’s revised baseline forecast assumes no
20.0% = Increase in Brent price X : .
] increase in fuel expense Incremental passenger revenue from the higher oil
prices
14.9% )
- In some cases, market airfares can rise with increases in oil
11.1% prices, as the industry reacts to pass along increased fuel
/S ' prices to the consumer
35.0 8.7%
155 28 24.3 - Given the competitive environment currently facing KQ,
7.5% Seabury recommends using the conservative assumption that
l I KQ will be unable to pass along this price increase for purposes
| of the baseline forecast
201617 2017118 2018/19 2018120 202021 = Seabury's upside forecast does assume some

‘recapture” of the higher oil prices
Source: KQ Plan; Oil futures prices from cmegroup.com: Brent historical prices from Investing.com
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l. Business plan assessment - other cost adjustments

Other costs have been adjusted to reflect the latest view on employee initiatives, removal of
a non-cash provision, and other one-time alignments to match the current fiscal year outlook

® Employee cost reduction initiatives

* As part of the Company's restructuring initiatives, the human resources work stream identified a target of USD 36
million of initiative value that should have been achieved by July 2016

- According to the Company, only USD 13 million of this target has been achieved, leaving a gap of approximately USD 23 million unachieved

- This gap is largely the result of difficult union negotiations (as much of the initiative value requires reaching agreement with unions on
changes to collective bargaining agreements)

* While Seabury believes that the Company needs to continue working to achieve these initiatives (and the Government
needs to support the Company's efforts), Seabury also believes it is prudent to remove the USD 23 million of initiative
value from the baseline forecast

- The difficult union negotiating posture, coupled with a growing worldwide pilot shortage, are likely to combine to prevent the Company from
chieving meaningful concessions from the pilot group (and this may, in tum, lead to similar shortfalls with other labor initiafives, as non-pilot
employees may not be willing to provide concessions without the largest work group)

“ Contingency expense and other one-time adjustments

* The Original Plan included a non-cash labor contingency expense of approximately USD 14 million per annum

- The Company has indicated that this provision will no longer be booked, as the contingency is no longer viewed as necessary from an
accounting perspective

- As a result, Seabury has removed the provision expense from the S-year forecast

* Additional adjustments were made to the 2016/17 forecast to align the results with the Company’s latest reforecast for
the fiscal year (an “8 + 4 forecast” with 8-months of actual results coupled with 4-months of forecast results)
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Business plan assessment — revised 5-year forecast

Incorporating 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

M Projected EBITDAR

USD millions
35 * The reduction in EBITDAR is driven

—— Original Plan (KQ April 2016) primarily by:
- Revised Plan (Seabury baseline)

. - Reduced passenger revenues (caused by both
203 198 e1 a reduction in planned KQ capacity and

A — weaker market performance)

- Increased fuel prices

2015/16 (a) 201617 2017/18 201819 2019/20 2020/21 - Reduced employee initiative value

& Bridge of changes in 5-year cumulative EBITDAR (April 2016 — March 2021)

USD millions

B mm -
Mt
Original Plan Reduction in 98.5% Passenger Cargo Revenue Increased Employee Removal of non- Other (one-time  Revised Plan
(KQ Apnil 2016) scheduled completion factor revenue fuel price initiative cash contingency adjustments to (Seabury
capacity achievement current FY) baseling)
Capacity adjustment Revenue adjustment Fuel price Cost adjustments

Source: Company reports; KQ Plan
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# Business plan assessment — revised S5-year forecast

While the Revised Plan is more conservative than the Original Plan, growth is still projected
in both revenues and profitability

Revised Plan (Seabury baseline)

(USD millions) 2016117 2017/18 2018/19 2019/20 2020121
Summary Income Statement
Passenger Revenue 8155 8285 873.1 940.8 984.3
Cargo and Other Revenue 201.1 198.0 2053 214 2442
Total Revenue 1,016.6 1,026.5 1,078.4 1,162.2 1,2284
Fuel Expense 221.4 261.0 269.4 289.7 304.2
Other DOC Expense 4075 402.0 428.0 4548 4757
Employee Expense 148.4 1405 148.3 158.6 170.4
Other Overhead Expense* 753 80.7 60.0 61.1 654
Total Expense (ex-DAR)* 852.6 864.2 906.6 964.2 1,016
EBITDAR 164.0 162.3 1727 198.0 212.8
EBITDAR Margin 16.1% 15.8% 16.0% 17.0% 17.3%
Statistics and metrics
ASKs (millions) 13,927.8 13,968.3 14,4487 15,6201 16,2979
Revenue per ASK (cents) 73 7.9 75 7.4 75
DOC Cost per ASK (cents) 45 a7 48 4.8 48
Fuel Cost per ASK (cents) 1.6 1.9 1.9 1.9 1.9

* Other overhead expense excludes "“DAR" (depreciation, amortization and rental)

Source: KQ Plan; KQ reports
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M Business plan assessment — EBITDAR scenarios

In addition to the revised baseline forecast, Seabury has also developed high- and low-
sensitivity cases

& Projected EBITDAR
USD millions 25

 a

273 o _-:?32_-_____‘_.—-- === Original Plan (April 201

e 257 === Seabury - High Case
e

/,f// 237 = Seabury - Baseline
== Seabury - Low Case
p.o < J 207 i 213 ¥
185
M—/

164 162
175
T

130 139
2015/16 (a) 201617 200718 2018/19 201920 2020/
M Low case M High case
* Seabury's low case assumes more severe passenger = Seabury’s high case assumes a gradual improvement in the

revenue deterioration versus the Original Plan P-RASK variance versus the Original Plan

- 8.2% reduction in P-RASK versus the baseline, which assumes a 4.2% - High case assumes a 25% Improvement each year from 2018/19
reduction in P-RASK forward, reflecting improved market conditions (i.e., less competitive

- 8.2% matches the P-RASK vanance to Original Plan seen in the last 3 :m?)ty o n the Company's markets, and/or 'Mproved pricing
months of actual resulte (September — November 2018)

1 H 0,

- In contrast, the baseline assumption of a 4.2% reduction in P-RASK * The h'Qh case also 'n_cmdes fugl recapture of 40% .

reflacts the P-RASK variance assumed in the entire fiscal year (meaning 40% of the increase in fuel expense due to higher

reforecast (8+4) versus the Original Plan oil prices is recaptured as increased passenger revenue)

* The high case also assumes a positive impact from
employee initiatives, which are assumed to be implemented
at a 50% achievement (USD 11.7 million per year) from
mid-2017/18 forward (versus the baseline which assumes a

Bpurce: Company reports: KG Plan USD 22.5 million gap to the Original Plan)
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L Business plan assessment — KQ forecast

In addition to Seabury’s revised forecast, the Company has also prepared its own view of a
revised 5-year forecast, along with low- and high-sensitivity cases

B Low case

= Assumes weaker revenue

environment (greater competition or
lower demand)

* Low case assumes the same capacity
as the baseline scenario

* If the Company tracks the low case,
additional strategy restructuring work
will be needed to redefine a
sustainable fleet and network

B Baseline case

* Revised 5-year forecast
incorporating latest results and
expected revenue trends

* Projected EBITDAR is generally
USD 70 - 120 million lower per

year, than the Original Plan

* Reduced EBITDAR is somewhat
offset by lower fleet costs, as the
revised forecast assumes less fleet
growth

M High case

= Assumes improved revenue
environment (reduction in
competitive capacity and/or
additional demand stimulation),
along with implementation of labor
cost savings

= High case assumes the same
capacity as the baseline scenario

B Projected EBITDAR

USD millions
S KQ low case
wesew Seabury low case

1645 1702 160.4 175.7 175.4

164.0 e ____ ‘mw

130.4 139.1
1617 17118 18/19 1920 20/21

Source: KQ Plan; Seabury analysis
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s KQ baseline case
(s Seabury baseline case

297.5

3353
Original Plan 3086 s KQ high case
2733 280.1 s Seabury high case
2530
2359 2362 .
- 2140 2068 " 2568
645 1702 178 2128 183 = e
s 1m0 TTREECUR T
1640 1623 1727 1640 1702
1617 17118 1819 19720 2021 16117 1718 18/19
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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

B Key elements of the proposed restructuring plan by major obligation, as follows:
:’:l'- £ Wt

= Term to be extended by two years
= 30% amortization reduction equivalent to ~USD 25 million per year for five years in liquidity relief
* Guarantee by the Government of Kenya

= 777-300 to be sold to / remarketed by Boeing; proceeds to pay down senior facility

= Term to be extended by three years

= Straight line amortization over the three years of extended term

= Any shorifall in proceeds with respect to the sale of the 777-300 to be absorbed against all other aircraft in the Tsavo junior facility whilst
retaining maturity

= Term to be extended by two years

=" = 15% amortization reduction equivalent to ~USD 6 million per year for five years in liquidity relief
; * No guarantee provided by the Government of Kenya

* Term to be extended by three years
= Straight line amortization over the thiee years of extended term

= USD 243 million of debt converted to equity

* USD 800 million of guarantees to be provided (USD 525 million for Tsavo senior debt: USD 125 million for banks, USD 100 million for
letters of credit; USD 50 million for new liquidity facility)

* USD 232 million of debt converted to debtin special purpose vehicle to hold equity in KQ (“Equity HoldCo")
* Equity HoldCo debt terms: 10-year maturity; 4.0% payment-in-kind ("PIK") interest: 1.0% cash interest

= Three year extension on five E-190s whose current lease terms expire in 2018 thru 2020

* Reduced rate effective July 2017 of USD 190 thousand per month per aircraft, from ~USD 280 thousand per month per aircraft th rough the
extension period

= No extensions as contract termination dates are too far out in the future with leases currently expiring between 2022 and 2027

= Two years of reduced payments, followed by two years of payments at contractual rates, followed by increased payments until redelivery
date such that the impact to the lessor is net present value neutral

= Loan of USD 100 million to be provided by March 2017 and to be subsequently converted to equity at the same time and on the s ame
terms as GoK loan

* Request for an additional $50m to be provided in June 2017, that could be provided through an equity offer at a discount

* Rights offering up to $100m at discounted price for new equity

SEABURY



Restructuring plan overview (2 of 3)
While the base case does not require additional funding, net cash remains below recommende:
minimum cash levels based upon a target of 15% of last twelve months revenue

With restructuring of operating leases With no restructuring of operating leases
USD million (unless otherwise indicated) 2016/17 | 201718 | 2018/19 | 2019120 | 2020/21 | 2016/17 | 2017/18 | 2018/19 | 2019/20 | 20202

| Base case (assumes new USD 50M liquidity facility) i _ i : ,
EBITDAR 164 162 173 198 213 164 162 173 198 213

Net debt / EBITDAR (%) 11142« 8.00x 7.05x 587x 512x 11142x  8.10x 7.27x 6.10x 5.33x
Net Cash (after debt service and facility draws) 188 54 92 101 120 188 38 53 56 74
Undrawn facility remaining 50 29 50 50 50 50 13 28 31 49

Additional funding requirement (beyond facility) - - - - - - - - - -

" Low case (assumas new USD 100M liquidity facility) _ _ AL A
EBITDAR 164 130 139 162 175 164 130 139 162 175

Net debt / EBITDAR (%) 11.12x  10.20x  9.22x 7.81x 7.02x  11.12x  10.33x  9.50x 8.00x 7.28x
Net Cash (after debt service and facility draws) 188 23 26 - (20) 188 6 (12) (46) (85)
Undrawn facility remaining 100 48 51 25 5 100 31 13 - -
Additional funding requirement (beyond facility) - - - - - - - - 21 40
"High'case (assumes new USD 50M liquidity facility) : : ’ e
EBITDAR 164 185 207 237 257 164 185 207 237 257
Net debt / EBITDAR (%) 11.12x  6.88x 5.61x 4.49x 3.69x 11.12a  6.97x 5.80x 4 68x 387
Net Cash (after debt service and facility draws) 188 77 149 198 260 188 61 110 153 215
Undrawn facility remaining 50 50 50 50 50 50 36 50 50 50

Additional funding requirement (beyond facility) - - - B - - - - ¢ .
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B Restructuring plan overview (3 of 3)

While the base case with restructuring does not require additional funding, net cash remains
below recommended minimum cash levels (target of 15% of trailing 12-months revenue)

B Projected cash balance, assuming no incremental funding (beyond Restructuring Plan)

USD millions Baseline includes an additional USD 50 mi
undrawn liquidity facility that can help bridg
the gap to the 15% target cash level

200 1 e - <. Target cash (15% of LTM rev)
150 ( I
. h " .
100 —— Baseline with operating lease restructuring
- R @ i reccnacvsnccscrcnmamsma.n- Baseline without operaling lease restructuning
0 e T
_________ S Low case with operating lease restructuring
=t e i e v
© = = = Low case without operating lease restructuring
-100
2016/17 2017118 2018/19 2019/20 2020/21

12 4
b S T T R
s I T e
-------- > = ~ . Lowcase without operating lease restructuring
~~~~~ Low case with operating lease restructuring
L TR
-------- + Baseline without operating lease restructuring
\ Baseline with aperating lease restructuring
4 e
201617 201718 201819 2019/20 202021

If EBITDAR performance tracks the low case and/or the restructuring is not fully-
implemented per the plan, additional liquidity will be required
SEABURY |
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B Risks and mitigation (1 of 3)
There are two major elements of rigk associated with the restructuring of Kenya Airways:
business plan achievement risk and restructuring plan achievement risk

B Business plan achievement risk

= Pilot supply
- Current shortage of pilots exacerbated by hiring from the three major Middle Eastern carriers (Emirates, Etihad and Qatar)
* Fuel prices
- Business plan has been adjusted to reflect current forward curve for Brent crude
* Competitive pressure / capacity increases
- Middle Eastern carriers
- Ethiopian
- Other
* Demand shocks

- Terrorism

- Health scares (e.g,, Ebola)

- Upcoming elections in Kenya
- Africa risk - political instability

* Operational disruptions

- Stiikes
- Weather
- Airworthiness directives / aircraft groundings

B Business plan achievement risk - mitigation

* A material deterioration of the Company’s earnings relative to the modified business plan would require a review of the Company’s
strategy and possibly a major change in direction

- Fleet and network review and realignment

- Additional support from the Government of Kenya

- Sale of the Company to a stralegic investor / other airline
- Other

SEABURY



B Risks and mitigation (2 of 3)

There are two major elements of risk associated with the restructuring of Kenya Airways:
business plan achievement risk and restructuring plan achievement risk

B Restructuring plan achievement risk

* Failure to achieve requested concessions from key stakeholders:
- Tsavo
- Samburo
- Banks
- Operating lessors
- KLM
- Existing equity holders
* Lower market / sale value for sale of 777-300 ER assumed as part of Tsavo restructuring proposal

- Latestindication from Boeing is a sale price of USD 105 to 120 million; net proceeds likely below the outstanding senior obligation of ~USD 119 million,
which is assumed to be paid down in the restructuring plan

- Current market value estimate is ~USD 113 million; with an expected sale price of 80% to 50% of current market value, net proceeds would likely be in the
range of USD 90 million to USD 100 million; well below the outstanding senior debt on this aircraft
= Ability to achieve restructuring plan in a timely manner
- Government Quarantee / credit enhancement may require Parliamentary approval

- Elections to be held in August; desirable to have Government commitments / implementation completed well in advance of the elections as Parliament
goes inactive 90 days in advance of elections

- Delays in achieving stakeholder approval for restructuring terms

* Ability to repay lenders beyond the five year period of the forecast

SEABURY



B Risks and mitigation (3 of 3)

There are two major elements of risk associated with the restructuring of Kenya Airways:
business plan achievement risk and restructuring plan achievement risk

M Restructuring plan achievement risk - mitigation

* Tsavo and Samburu
- Tsavo likely to be achieved with Government of Kenya guarantee
- Samburu may request / demand a Government of Kenya guarantee
- Additional funding will be required if either of these facilities are not restructured
* Lower market / sale value for sale of 777-300 ER assumed as part of Tsavo restructuring proposal
- Addtional funding may be required from the GokK if the net proceeds from the sale of this aircraft fall below the senior debt outstanding
* Banks
- Some form of credit enhancement from the Government of Kenya may be required
- Scheme of Arrangement as fall back assuming 75% voting threshold can be achieved
* Operating Lessors
- As requests are not significant, the base case financial plan can absorb failure to achieve these concessions
= KLM
- Increased pressure from the Government of Kenya may be required
* Existing equity holders
- May be necessary to force the dilution where 75% threshold can be met
* Repayment risk beyond the five year plan period (Seabury is not able validate as no projections beyond FY21 exist)
- With lower LTVs, ability to refinance the aircraft mitigates this sk

SEABURY
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B 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

* Seabury agrees that Government credit support, mostly likely in the form of a guarantee, in a minimum aggregate amount of ~ USD 800
million, will be required to achieve key elements of the proposed restructuring plan

= Tsavo senior facility; Tsavo restructuring will likely not be achieved without
of 777-300 will not fully repay senior debt outstanding

= Portion of bank debt (55% or USD 125 million)

Govemment of Kenya support; risk exists that assumed proceeds from sake

= Guarantee of a liquidity line of credit of USD 50 million (if not a direct loan), as cash balances are short of recommended levels
= Guarantee of USD 100 million in respect of existing and future letters of credit, which will likely not be renewed without a guarantee

While the guarantee of the bank debt could be reduced, this may make achievement of that element of
such reduction in the total amount of Govemnment guarantees may be offset by a
any shortfallin 777-300 sales proceeds and/ or to achieve a targeted cash level
recommendation)

the restructuring more difficult; any
dditional credit support that would be required to address
of 15% of trailing twelve months revenue (a Seabury

« Conversion of debt to equity is a critical element of the restructuring plan and is fully supported by Seabury; without the conversion of
shareholder debt (GoK and KLM, after funding) to equity, the plan will likely fail

= The proposed restructuring of the Tsavo and Samburu facilities (both the senior and junior tranches) appears reasonable
- Tsavo senior restructuring will likely be achieved with Government of Kenya

guarantee based on feedback from The Export-=Import Bank of the USA
("Exim"); failure of the Government to offer a guarantee or other credit enha

ncement wi'l jeopardize the success of the Tsavo senior restructuring

(“Afrexim™) who may request a Government guarantee similar to the Tsavo senior facility; such a request should not be granted in lght of the Exima
requirement to demonstrate justification for concessions and the enhanced LTV associated with the Samburu facilities

%

The Government of Kenya’s support for the Kenya Airways restructuring plan should be conditioned upon the
substantial agreement of all other stakeholders to requested concessions / restructuring of agreements
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B Recommendations (2 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
@ Restructuring plan

* The conversion of the bank debt to debt in Equity HoldCo (off KQ balance sheet) is recommended; some form of Govermnment credit
support is likely required in order to achieve the desired restructuring of the bank debt without disruption to the Kenyan ba nking system

= While most of the operating leases are well above market (range of 10% to 35% - see slide 50), the Company has very little leverage with

the operating lessors — sither threats (e.g., Chapter 11) or sweeteners (meaningful lease extensions; many of the operaling leases already
run through the mid-2020s)

= Mark-to-market rates do not reflect on the competitiveness of the leases when initially executed; rather it reflects normal market movement over tiime

* The offer of an extension of three years to the E190 lessors in exchange for a reduction to market rates (from ~USD 280 thousand per
month per aircraft to USD 190 thousand per month per aircraft) is viewed as reasonable

= With respect to the remaining operating leases, given the relatively long remaining terms, the offer of an extension is not viewed to have
significant value; any liquidity relief that can be provided through consensual negotiations will be beneficial to the restructunng efforts

= Conversion of new debt in the amount of USD 150 million to equity is a critical element of the restructuring plan and is fully supported by
Seabury; without the conversion of shareholder debt (GoK and KLM, after funding) to equity, the plan will likely fail

* Dilution will likely be required to achieve the restructuring; equity holders must pay the price
* If necessary, force the equity dilution by achieving the necessary threshold of 75%

%

The Government of Kenya’s support for the Kenya Airways restructuring plan should be conditioned upon the
substantial agreement of all other stakeholders to requested concessions / restructuring of agreements
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B Recommendations (3 of 3)

Seabury recommends that the Government of Kenya implement other means of supporting
KQ, in addition to supporting the proposed restructuring

M Additional Government support for Kenya Airways

R e
b TH

* Support the Company's efforts ta renegotiate contract terms with its two major unions by encouraging the unions to take a more productve
stance when negotiating with the Company

* Explore options to reduce charges incurred by Kenya Airways, examples as follows:

Absolite rate reductions in favor of Kenya Alrways, only; however, would create an un-evel playing flekd with respect to other carrlers operating in
Kenya

Revenue neutral adjustments to passenger charges such that connecting passengers (favoring KQ's hub operation at JKIA) are charged at a
substantially lower rate than charges applicable to origin and destination passengers (Hong Kong Intemational waives airport taxes for stopover
passengers arrving and departing on the same day)

Other

* Designate the airport as a tax free zone such that taxes are not charged on parts and other supplies and materials used by Kenya Airways
in its maintenance and other operations at JKIA

= Examples include Dubai Airport Freezone (UAE), Imam Khomeini International Airport (Iran), Agaba Special Economic Zone Authority
(Jordan), Mattala Rajapaksa International Airport (Sri Lanka) and areas around various US airports

= Negotiate favorable bi-lateral agreements on behalf of Kenya Alrways and, where appropriate, the Government could limit the air traffic
rights granted to other countries to protect routes for Kenya Airways

GoK recently rescinded operating authority sought by Emirates Airlines to

add an additional frequency in the Dubai-Nairobi market, pending a review
of the bilateral air services agreement between the UAE and Kenya

* Enforce the Fly Kenya Act to ensure all Government employees and contractors utilize Kenya Airways for travel
= Similar action has been taken in other countries such as the USA, India, Kuwait and the Emirate of Abu Dhabi

= Improve the process for obtaining work permits to allow Kenya Airways to attract employees with requisite skills and to develop talent
locally

N g

In light of the importance of Kenya Airways to the country of Kenya, the Government of Kenya should support

SEABURY
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M Existing KQ leases

Existing KQ leases are 10-35% above current market rentals, with a total rent differential of
USD 225 million (NPV of USD 170 million)

Mark-to-market analysis of existing KQ leases

USD millions
Diff as % * Market lease rates refiect

Original Lease Monthly Market of current NPV current market conditions
Lessor - AC type / Reg lease exp  YOM term lease rate lease rate  Diff lease rate Total diff @7% for similar vintage aircraft
ALC - E-190 / KYR 30-Sep-19 2011 8 0.285 0.190 (0.10) -33.3% (3.1) (2.9) with assumed half-time
ALC - E-190 / KYS 30-Sep-19 2011 8 0.285 0.190  (0.10)  -33.3% (3.1) (29)  status; no allowance is
ALC - £-190 / KYT 3May20 202 8 0285 0200 (0.09) -298% (35) (3.1  made for specific
Jetscape - E-190 / KYP 31-Dec-18 2010 8 0,278 0185  (0.09)  -33.4% (2.2) (21)  configuration
Jetscape - E-190 / KYQ 31-May-19 2011 8 0.282 0.190 (0.09) -32.5% (2.7) (2.5) * Market lease rates
ACG - B737-800 / CYA 31-0ct-26 2014 12 0.403 0.305 (0.10)  -243%  (11.6) (8.5) fluctuate over time:
ACG - B737-800 / CYB 30-Nov-26 2014 12 0.403 0.305  (0.10) -243%  (1.7) (8.5) deviations from original
ACG - B737-800 / CYD 30-Apr-27 2015 12 0.393 0.320 (0.07) -18.5% (9.0) (6.5) lease rates do reflect on
Macquarie - B737-800 / KYE 31-Jan-22 . 2008 14 0.262 0.235 (0.03) -10.3% (1.6) (1.4) management's
Pembroke/SCB - B737-800 /KYD ~ 31-Aug-22 2008 14 0.260 0.235 (0.03) -9.6% (1.7) (1.4) negotiation of the leases
GECAS - B737-800 / CYC 31-4an27 2015 12 0.373 0320  (0.05)  -14.2% (6.4) {4.7)  attime of execution
GECAS - B737-800 / CYE 30-Nov-27 2015 12 0.386 0.320 (0.07) -17.2% (8.7) (6.2) )
GECAS - B737-800 / KYF 28-Feb-23 2009 14 0250 0245  (0.01)  .2.0% (04)  (0.3) " Achievement of market
GECAS - B777-300 / K2y $1-May26 2014 12 1508 1045  (046)  -30.7% (523)  (38.8) :f:rzf:a\:; 'I‘:'j ;’g"ke'y for
GY/CDB Leasing - B777-300 /K22  31-Oct-25 M3 12 1.501 0.975 (0.53) -35.0% (55.7) (42.1) remaining terms without
AerCap - B787-8 / KZH 31-May-27 2015 12 0.995 0.835  (0.16) -16.1% (2000 (14.49) a credible threat to
AerCap - B787-8 / KZJ 31-May-27 2015 12 0.963 0.835 (0.13) -13.3% (16.0)  (115) lessors (e.g., U.S.
AWAS - B787-8 / K2G 30-Apr-27 2015 12 0.960 0.835 (0.12) -13.0% (15.5) (11.2) Chapter 11)
Total i 18 aircraft 10.07 177 (231)  229% (225.2) (168.8)

v

While lease restructuring has the potential to yield significant P&L and liquidity improvements, achievement of
those benefits may be difficult, particularly for those aircraft with long remaining terms
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B Macro environment — long-haul

Kenya inbound tourism appears to be recovering, but the absolute level of arrivals by air is
still far below the 2011 peak: yet inbound air capacity has remained relatively flat since 2011

Kenya inbound tourist arrivals by air

s of pas
Thousands o passengers 1,301 1,202 l
_ 01 I

2004 2005 2008 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016-e"
* Values for 2013 and 2016 are estimated (2016 based on Jan-Sep results, extrapolated to full-year based on growth from 2015)

Kenya inbound air capacity from beyond Africa
Thousands of seats

p—— R
~Li) m—
1,7
1,648 1643 1.679 =
2004 2005 2008 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017-¢

Source: Kenya National Bureau of Statistics; Diio.net (published schedules)
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B Macro environment — long-haul

While KQ capacity from beyond Africa has declined slightly from 2011, capacity from the

Middle East carriers into Kenya has grown at a CAGR of more than 6%

Kenya inbound air Capacity from outside Africa - KQ only
Thousands of seats 712

678

621

2008 2009 2010 2011 2012 2013 2014 215 2016

Kenya inbound air capacity from outside Africa — Middle East carriers*
Thousands of seats
* Middle East carriers includes Emirates, Etihad, Qatar Airways, and Turkish

2008 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Source’ Diio.net (published schedules)
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B Macro environment — long-haul
As a result of growth in competing capacity, KQ today offers about 35% of the seat capacity
into Kenya from outside Africa

KQ share of Kenya inbound air capacity from outside Africa
Percent of total market seats offered by KQ

429% 42.4% 426%
30.6% ; 40.5% r "
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B Implications of falling capacity share

* Flights from outside Africa represent approximately 51% of KQ's capacity (measured by year-to-date ASKs through Oct-20186),
generating 43% of its revenue {on an allocated/pro-rated basis)

* With increased competition and the reduction of KQ's widebody fleet (retirement of 777), KQ's long-haul market share has
fallen significantly over the last year

- While the reduction in capacity is not necessarily a bad development (removing money-losing routes is always positive to the bottom-line), it leaves KQ
more vulnerable to competitive pressure

- KQ has seen continued reductions in long-haul yields as its market position has eroded

* KQ does have a strategy in place to mitigate these losses by increasing traffic through a number of well-defined commercial
initiatives

Source: Diio.net (published schedules)
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B Macro environment — regional
Air capacity from Africa into the East Africa region has grown steadily; while KQ regional
capacity has also increased, the market growth rate has outpaced KQ's capacity growth

East Africa inbound air capacity from Africa
Thousands of seats

21,483
(6.6%) 20,024

16,808

16,479

12804 13383 13830

2000 2010 2011 2012 2013 2014 2015

East Africa inbound air capacity from Africa - KQ on ly )
Thousands of seats

2008 2007 2010
Source: Diio.net (published schedules)
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B Macro environment — regional

KQ's seat share of capacity from Africa into East Africa has been declining over the last 4
years — while Ethiopian’s share has risen sharply

Share of East Africa inbound seat capacity from Africa (including intra-East Africa)
Percent of total market seats

B Ethiopian Alrlines
Bl Kenya Airways

49.8% 49.5%
1
45.9% = 1% y —T
42.0%
357%
31 6
17.9%
2009 2010 2011 2012 2013 2014 2015 2018 2017-¢

M Intra-Africa market implications

* While KQ has increased its capacity within Africa, its share of seats from Africa into East Africa has gradually fallen over the
last 4 years — as a result of significant capacity growth from KQ's nearest major competitor — Ethiopian Airlines

- Capacity growth from other African carriers (e.g., RwandAir) is also taking a toll on KQ's share

* The capacity growth of competing carriers — both within Africa and from the Middle East —

has outpaced the growth in demand,
leading to a reduction in prices (yield), on average

* While a rationalization of competitive capacity might be the most lo
faces are government-controlled carriers with significant existing fl

- Seabury believes that while a competitive capacity “correction” may occur within the next 5-years (to the benefit of KQ), itis prudent to develop a
restructuring plan that isn't pradicated on competitive actions for success

gical commercial decision, most of the competitors that KQ
eets and/or aircraft orders

- Therefore, Seabury and the Compan
competition in the region

Source: Diio.net (published schedules)
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B Comparison to Ethiopian Airlines (1 0of 12)

While Kenya inbound tourist arrivals have
have grown substantially over the period

Ethiopia inbound tourist arrivals
Thousands of passengers

2010 2011 2012

contracted since 2010, tourist arrivals in Ethiopia

2013 2014p 2015

Kenya inbound tourist arrivals by air
Thousands of passengers
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B Comparison to Ethiopian Airlines (2 of 12)

While Kenya inbound capacity has grown by only 7%,
outside Africa) has nearly doubled

Ethiopian inbound capacity (from

. B2 . ? T
Ethiopia inbound air capacity from outside Afric == %
Thousands of seats 2,975
2,660
2,371
2,101
1,933
1,760
1,615 Ethiopian Airines
1,124 1,184
951
705
= - z . I !
308 383 417 a7 352 388 8 | All Other Carriers
92 81 104 169 204 305 358 0 5 6
2004 2005 2008 2007 2008 2009 2010 2011 2012 2013 2014 2015 2018 2017
Kenya inbound air capacity from outside Africa
Thousands of seats
1,648 186 . e
1,280 i 1279 1,375 L | Kenya Airways
1,132 1,160 g
All Other Carriers
018 .
735 ’m‘ ‘m‘ 805 731 818 865 g 1,004 943 967 913
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Source: Diio.net (published schedules)
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B Comparison to Ethiopian Airlines (3 of 12)
Ethiopian inbound capacity growth has been driven by ET capacity growth, while Kenya
capacity growth has been driven by other carriers

Ethiopia inbound air capacity from outside Africa - ET only
Thousands of seats 2,607

2009 2010 2011 2012 2013 2014 2015 2016 2NT-e

mmmmm

Kenya inbound air capacity from outside Africa - KQ only
Thousands of seats

M2
632 _ o e & ©1

2004 2005 2006 2007 2008 2000 2010 2011 2012 2013 2014 2015 2016 2017-¢
Source: Diio.net (published schedules)
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B Comparison to Ethiopian Airlines (4 of 12)

Inbound capacity from Middle East carriers has grown much more in Kenya since 2011 than
in Ethiopia

Ethiopia inbound air capacity growth from outside Africa
b Thousands of seats (indexed to 2011 capacity level)

Ethiopian Aldine
20 -

1.8 4
1.6 4
14 4 e — Middle East Can
12 4
10
08
06 -
04 4
0.2
0Q
2011 2012 2013 2014 2015 2016 2017-e

Kenya inbound air capacity from outside Africa
Thousands of seats (indexed to 2011 capacity level)

/ Middle East Carr
18 //,_\ — Kenya Alrways

0.5 4

0.0
2011 2012 2013 2014 2015 2016
* Middle East carriers includes Emirates, Etihad, Qatar Airways, and Turkish
Source: Diio.net (published schedules)
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B Comparison to Ethiopian Airlines (5 of 12)

ET has been increasing its share of the Ethiopia-inbound market, while KQ has been ceding
share of the Kenya-inbound market

ET share of Ethiopian inbound air capacity from outside Africa
Percent of total market seats offered by ET

84.0% 85.2% 87 6%
79.5% S 78.7% 78 6% 75.4% 78.2% 78.4% '* ETaeu l—
) ; ' : | i 69.9% CEEE Y o
£ £ .! 4
B
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2018 2017-¢
KQ share of Kenya inbound air capacity from outside Africa
Percent of total market seats offered by KQ
8% g7y ol
S . 35.1%
2005 2006 2007 2008 2000 2010 2011 2012 2013 2014 2015 2016 2017-¢

* Middle East carriers includes Emirates, Etihad, Qatar Airways, and Turkish
Source: Diio.net (published schedules)
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B Comparison to Ethiopian Airlines (6 of 12)
ET has grown intra-Africa capacity at a double-digit CAGR since 2011, while KQ's growth
has been flat for the last 4 years

East Africa inbound air capacity from Africa - ET only
Thousands of seats 6.780

2004 2005 2006 2007 2008 2009 2011 2012 2013 2014 015 2016 2017

2010

East Africa inbound air capacity from Africa - KQ only
Thousands of seats

3666 3,798 3,790 3,835

2004 2005 2006 2007 2010 2011 2012 2013 2014 2015 2016 2017-e
Source: Diio.net (published schedules)
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B Comparison to Ethiopian Airlines (7 of 12)

While KQ's capacity share of the Africa-East Africa market has been falling, ET's share has
grown steadily over the last decade

ET share of Capacity from Africa to East Africa (including intra-East Africa)
Percent of total market seats offered by ET

30.9% 31.6%

25.3%
21.8%
17.9% 18.0% 18.8%

17.0% 17 4%
16.2% 15.9%
14.2% 14 8%

2004 2005 2008 2007 2008 2009 2010 201 2012 2013 2014 2ms 2018 2017-¢

KQ share of capacity from Africa to East Africa (including intra-East Africa)
Percent of total market seats offered by KQ

24.1% 25.3%

18.4% 19.6% 19.8% |9, 17.6%

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

* Middle East carriers includes Emirates, Etihad, Qatar Airways, and Turkish
Source: Diio.net (published schedules)
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B Comparison to Ethiopian Airlines (8 of 12)

While both airlines had similar fleets in 2004, ET's current fleet is more than twice
than KQ's fleet, including 40 wide body aircraft (vs. 7 in KQ’s fleet)

ET fleet development
Number of aircraft at year end

larger

74
[ Turboprop

[ Narrow body
Bl Wide body

2012 2013 2014 2015 2016

KQ fleet development
Number of aircraft at year end

[ Turboprop and regional 20
[Z] Narow body -
M Wide body

2004

2012 2013 2014 2015 2016

Source. Ascend
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B Comparison to Ethiopian Airlines (9 of 12)

While KQ's revenue growth has stagnated, ET's revenue has doubled since 2011

ET revenue —
USD million

/—_——-—_-T;:—-

2011

2014 i 2015
KQ revenue >
USD million -G~

1,218

201 2014 2015
Source: Company information; USD:ETB=22.35
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B Comparison to Ethiopian Airlines (10 of 12)

While KQ's performance has deteriorated, ET's profitability has steadily improved from 2%
operating profit margin in 2011 to 10% margin in 2015
ET operating profit

USD million
217 7

2013 2014 2015

&pmﬁt margin: 2% 4% 7% 8% 10%
KQ operating profit
USD million

73.0

(104.9)

2011 2012 2013 2014 2015

Iop. profit margin: 7% 1% ©% @)% (15)%

Source: Company information; USD:ETB=22.35
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B Comparison to Ethiopian Airlines (11 of 12)

ET serves twice as many destinations compared to KQ, including multiple destinations in
North and South America and more developed networks in Europe and Asia

Route map comparison
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A CT * | === Ethiopian Airlines - ~80 destinations

Source: Diio.net (published schedules)

SEABURY



ANNEX VII

VOLUME II

Joint Recommendations to the
Committee from The Ministry of
Transport, The Office of the
Attorney General and Department

of Justice and The National Treasury

REPORT ON THE INQUIRY INTO THE PROPOSED KENYA AIRWAYS’ PRIVATELY INITIATED
INVESTMENT PROPOSAL TO KENYA AIRPORTS AUTHORITY
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MINISTRY OF TRANSPORT, INF RASTRUCTURE, HOUSING, URBAN
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REPORT ON THE INQUIRY IN RELATION TO KENYA AIRWAYS’
PRIVATELY INITIATED INVESTMENT PROPOSAL TO KENYA AIRPORTS
AUTHORITY - RECOMMENDATIONS TO THE DEPARTMENTAL
COMMITTEE ON TRANSPORT, PUBLIC WORKS AND HOUSING

Attached herewith is the response from the Ministry on the proposed
recommendations by the Departmental Committee on Transport, Public Works and
Housing (DCTPWH) as agreed during the meeting held on 7" May 2019. The
recommendations are consolidated from input from the Ministry of Transport,
Infrastructure, Housing, Urban Development and Public Works, and the Office of the
Attorney — General and Department of Justice.
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RECOMMENDATIONS TO THE DEPARTMENTAL
COMMITTEE ON TRANSPORT, PUBLIC WORKS
AND HOUSING

REPORT ON THE INQUIRY INTO THE POLICY, HUMAN RESOURCE,
LEGAL COMPLIANCE AND ISSUES OF CONCERN TO THE PEOPLE AS
CONTEMPLATED UNDER ARTICLE 95 OF THE CONSTITUTION IN
RELATION TO KENYA AIRWAYS’ PRIVATELY INITIATED INVESTMENT
PROPOSAL TO KENYA AIRPORTS AUTHORITY






These proposed recommendations have been issued pursuant to the
directions of the Departmental Committee on Transport, Public Works and
Housing (DCTPWH) during the meeting held on 7 May 2019. The
recommendations are consolidated from input from the Ministry of
Transport, Infrastructure, Housing, Urban Development and Public Works,
the Office of the Attorney - General and Department of Justice and the

National Treasury.
Background

For close to forty (40) years, Kenya 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 infrastructure systems.

Regrettably, Kenya’s aviation sector has been steadily declining in the past
decade. This decline has been characterized by the turbulent performance of
the National Carrier Kenya Airways Plc (KQ) and the loss of business by Jomo
Kenyatta International Airport (JKIA) to other competing hubs globally. The
decline is partly attributable to the existing policies impacting aviation in
Kenya as well as a lack of agility and operational inefficiencies within the

industry.

The Ministry of Transport is taking certain critical actions almed at the
stabilization and growth of the aviation industry. The National Treasury in

conjunction with the Ministry of Transport conducted a financial
2|Page






restructuring of the national carrier in the year 2017. 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 Africa, thereby contributing to Kenya's
economic competitiveness, with aviation being a corridor for development
and technology transfer. If Kenya 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 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
operations that are economic growth drivers. This model is similar to what is

being utilized by Kenya’s main competitors in the global aviation industry.

KQ operates internationally and needs to compete on commercially 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 Africa is restored. Kenya Airways as the national carrier plays a
strategic role in this. There is therefore need for KQ 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 Kenya

The recommendations are structured into two key sections:
A. Policy and legal considerations on the creation of an Aviation Holding
Company; and
B. Short term measures required to sustain the operations of the National
Carrier.
These recommendations are high level and will require additional time to
concretize. A minimum period of three (3) months should be granted for the

concretization phase.

A 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 100% Government of Kenya (GOK) Aviation Holding
Company (AHC) that will consist of the following subsidiaries:
a hived off JKIA, a residual KAA, a nationalized Kenya Airways Plc

and an amalgamated Aviation Academy. The industry regulator KCAA
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maintains its independent position as governed by existing
mnternational 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 100% GOK owned AHC and the consolidation of the
aviation assets will require several changes in the law. These changes
will 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;
b Enactment of a specific statute forming the AHC; and
¢. Incorporation of the company under the Companies Act,
2015.
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For greater flexibility and in order 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 from specific pieces of
existing legislation, namely the State Corporations Act, the
Public Finance Management Act 2012, the Public Procurement
and Asset Disposal Act 2015 and the Public Service Commission
Act. The justification proffered is that these exemptions are
primarily for the benefit of KQ 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, 2015, may

not afford sufficient safeguards.

The law as currently established, precludes public entities from
exemptions from 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, 2015 (PPADA,

2015),

The PPADA, 2015 defines a procuring entity as a public entity
making a procurement or asset disposal. The Act under Section
2 (k) and (q) further provides that a public entity includes a
company owned by a public entity or a body in which the
national or county government has controlling interest. The
AHC will be a public entity by the fact that the Government of

Kenya will have a controlling interest 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 2015 as follows:

(a)  “All money that comes into possession of, or is distributed
by, a State organ including the national or county
governments and intergovernmental entities and money
raised by a private body under statutory authority...”

(1 “.and any money that can generate liability for the

government.”

Moreover, the Public Finance Management Act, 2012 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

(at Money held by national government entities 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 Kenya and subject to the Constitution, the Public
Finance Management Act, 2012, the Public Procurement and
Asset Disposal Act, 2015 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, 2015 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 of the 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 114 A of the PPADA, 2015 provides that a
procuring entity may use a procurement procedure specially
permitted by the National Treasury. The National Treasury may
allow the use of specially permitted procedure where
exceptional 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 114 A should be enacted.

The statute establishing AHC and the JKIA subsidiary would
also provide for the transfer of the relevant assets to JKIA
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 Jomo Kenyatta International Airport

(JKIA) Corporation

The modalities of establishing JKIA Corporation are similar to
what has been stated above for the establishment of the AHC.
The preferred solution is including the establishment of the
corporation in the same statute that establishes the AHC. The
treatment of exemptions for JKIA Corporation would be the

same as what has been stated above for the AHC.

Nationalization of Kenya Airways Plc

The question of nationalization of KQ, 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

nationalization.
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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, 2002 (the “Takeover

Regulations”).

As part of the nationalization, it has been proposed that a
delisting process for KQ be carried out, which includes
suspension of trading, negotiation and buyout of shareholders.
The option of a lJong-term bond for KQ Lenders in order to exit
them from 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 KQ will be delisted:

t  In order to commence the nationalization process, GOK
could make an offer to the other shareholders of KQ,

with the objective of acquiring majority shareholding.
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The takeover of a public listed company is prescribed by
the Takeover Regulations, with Capital Markets
Authority, Competition Authority and the Securities
Exchange approvals being some of the mandatory

requirements;

Once majority shareholding is obtained by GOK, GOK
can then proceed to buy out minority shareholders in
accordance with the provisions of the Companies Act

2015,

With regard to the shareholding of KLM 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 (1) of the

Constitution provides that no property of any

description shall be compulsorily taken possession of,

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 morality, public health, town and
country planning or the development or utilization

of any property in such manner as to promote the

public benefit; and







*  provision is made by a law applicable to that taking
of possession or acquisition for the prompt

payment of full compensation.

The following considerations are critical to the nationalization process:

(i) Negotiation of equipment leasing arrangements for KQ as
the nationalization option 1s a trigger for change control
provisions which are a trigger for default; and

() Determination of the funding implication to GOK of
implementing the proposed structures and provision of

requisite budgetary allocations.

8. 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, 2016
to exempt the AHC from paying:
* Railway Development Levy (RDL) on aircraft, aircraft
parts, Jet A-1 fuel, utilities, commercial / on-board

products and related goods and equipment; and
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» Import Declaration Fees (IDF) on aircraft parts, utilities,
commercial / on-board products and related goods
and equipment, Jet A-1 fuel imported by the suppliers
and procured by AHC and 1ts subsidiaries.

b) Amendment of the East African Community Customs
Management Act (EACCMA) to exempt the AHC from
paying Custom Duty on aircraft related parts and
accessories not specifically exempted from tax under part B
of the sth Schedule to the act such as jet lubricants, grease,
adhesives, aircraft specific detergents used for aircraft
maintenance, 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-1 fuel imported by the suppliers
and procured by AHC and its subsidiaries.

d) Amendment of the Second Schedule to the Value Added
Tax Act to zero-rate all supplies made or received by the
AHC and its subsidiaries, including supplies of Jet A-1 fuel

for both international and domestic flights,

The tax exemptions are supported. However, 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 network

and strengthen JKIA as a hub.






+ Collection of Charges in Aviation Sector
o It is recommended that the Air Passenger Service Charge
(APSC) be collected by the AHC and provided to the
subsidiaries in line with an agreed sharing arrangement.
However, the holding company should have some flexibility
to consider the strategic plans of the subsidiaries and

provide funding as necessary;

o The proposal to allow JKIA Company to collect landing
charges, parking charges, en-route charges, aerodrome and
approach charges though welcome may affect Kenya Civil
Aviation Authority'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 Kenya Civil Aviation Authority;

o The proposal to increase the Air Passenger Service Charge
currently being given to the Kenya Civil Aviation Authority
(KCAA) from 6% to 20% 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 designed in line with the proposed
recommendations of the Transport Committee. In our view this proposal
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offers the structural and long-term reforms of the Kenyan aviation sector. It
should be therefore treated as a comprehensive package of solutions (holding
structure, tax exemptions, collection of charges scheme etc.) with each
clement significantly supporting 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

i East Africa.

The proposal, however, require further deep-dive analyses to carefully study
each aspect of the holding operations such as flow of funds between
the 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 responsibility to re-organize public assets
is vested in the National Treasury. 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 KAA and
Industry Regulator KCAA and optimization of their functions:
B. Affirmative measures that will achieve coherence between aviation

policy and broader GOK mainstream policy in a symbiotic manner.

GOK 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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