ANNUAL REPORT & ACCOUNTS 1999

@ Kenya Airways




Proxy | —

(NOTE 1)

1/We of

Being a Member/Members of the above-named Company, hereby appoint.
_of

or failing him of

i) As my/our proxy to vote for me/us on my/our behalf at the Annual General Meeting of the Company to be held on the 1st October

1999 and at any ajdourmnent thereof.

ii) Signature(s)

i) (Note 2)

v} Signed this day of ) —" 1999
v) This form is to be used *in favour of/against the resolution. Unless otherwise instructed, the proxy will vote as he thinks fit.

vi) “Strike out whichever is not desired.

Notes

1. The address should be that shown in the register of members.

2. In the case of a member being a corporation, this form of proxy must be executed either under its common seal or signed on its
behalf by an attorney or officer of the corporation duly authorised.

3. A ;:;erson appointed to act as a proxy need not be a member of the Company.

4. In case of joint holders, the signature of any one holder will be sufficient but the names of all joint holders should be stated.

- =2

Shareholder Admission Letter
Please complete this letter and note that this admission letter must be produced at the Annual General Meeting by you or your

proxy in order to record attendance.

Name: Signature:

Share Account Number P

Annual General Meeting of Kenya Airways Limited to be held at Moi International Sports Centre, Kasarani, Nairobi on

1st October 1999 at 2.30 p.m.
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Fomu ya Uwakilishi

L R TG

(MAELEZO NAMBARI 1)

I\ﬂimi.’SrirsiiW ) wa
nikiwa mwanachama/tukiwa wanachama wa kampuni iliyoonyeshwa hapo juu, namteua/tunamteua

wa

asipokuwepo ' wa

i) Kama mwakilishi wangu/wetu anipigie/atupigie kura kwa niaba yangu/yetu kwenye mkutano mkuu wa mwaka wa kampuni utakao

fanywa siku ya ljumaa tarehe 1 Oktoba 1999 ama wakati wowote iwapo mkutano huu utahairishwa.

if) Sahihi

i) (MAELEZO NAMBARI 2)

iv) Sahihi hii imetiwa tarehe mwezi wa 1999

v) Fomu hii itumiwe kwa kuunga ama kutounga mkono azimio. Isipokuwa aagizwe vinginevyo mwakilishi anaweza kupiga kura jinsi
anavyopenda.

vi) Yafute yasio stahili.

Maelezo

1. Anwani lazima iwe ile iliyo onyeshwa kwenye daftari la wanachama.

2. lwapo mwanachama atakuwa ni wa Shirika, Fomu hii ya uwakilishi lazima iidhinishwe ama kutiwa sahihi kwa niaba ya Shirika na
mwanasheria ama afisa alieruhusiwa.

3. Mtu alieteuliwa kuiwakilisha kampuni si lazima awe mfanyi kazi wa kampuni hiyo.

4. Ikiwa uwakilishi ni wa watu wengi, sahihi ya mmoja wao inatosha lakini majina ya wahusika wengine wote ni lazima yaandikwe.

" o

Barua ya kumruhusu mwenyehisa kuingia.
Tafadhali kamilisha barua hii ambayo lazima itolewe na wewe binafsi ama mwakilishaji kwenye mkutano mkuu wa mwaka
kuthibitisha kuhudhuria.

Jina ! Sahihi

Nambari ya akaunti ya hisa
Mkutano mkuu wa mwaka utakaofanywa kwenye uwanja wa michezo wa kasarani, Nairobi mnamo siku ya ijumaa tarehe

4

1 Oktoba 1999 kuanzia saa nane na nusu, mchana.
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Report of the Board of Directors

SUPPLEMENTAL INFORMATION TO THE REPORT OF THE BOARD TO THE SHAREHOLDERS

FINANGIAL PERFORMANGE

Kenya Airway's performance compares favourably with other airlines both in terms of margins and capital employed. It has not
escaped the general downturn in the industry with reduced profits being reported by all major carriers due to excess capacity and
aggressive d‘iscouming as a consequence.

The airline has itself placed significant capacity in the marke} place particularly within the African region as it seeks to rapidly
build up both NBO as a major hub and also in anticipation of COMESSA aviation liberalisation. As a consequence there has been

a leg between revenue and cost growth leading to reduced profits being reported.

COSTS VS REVENUE

Management see profitable growth as the key to the airlines future. The increase in capacity and the costs associated with that
decision were necessary to build the Nairobi hub operation into a viable proposition. The 55% increase in traffic within the African
region is testimony to that decision.

Management have embarked on a cost saving initiative which has already identified in excess of KShs. 250m of savings from
this year's budget alone. The Company is setting itself a stretch target of Kshs. 1 billion of savings over the next 3 years with

employee productivity a cornerstone in its future labour relationship.

DIVIDEND

The Company is currently pursuing a dynamic growth and expansion strategy to take advantage of the liberalising global and
regional markets and to support the expansion of JKIA as a key African regional hub for transfer of traffic throughout the African
region.

Revenues from operations are inadequate to finance the programme for replacing the aging Airbus and the Board believes it is
more prudent and in the long team interests of the shareholders to defer income distribution this year and build reserves (meantime
generating interest income) for investment in expansion and growth rather than finance acquisition of widebody aircraft almost
entirely through expensive borrowing from the financial markets particularly in the context of a declining Kenyan Shilling and Aircraft

have to be financed either in US Dollars or a mix of hard currency.

SHARE TRADING

Movement in the KQ the share price is attributable to a number of factors not all of which are within the control of the airlines
management. The initial offering to a shareholding of over 113,000, a figure which has slowly dropped back to 96,000 in the
intervening period. The average shareholding at approx. 600 shares is small by international standards with very few shareholders
making disposals due to the share's initial collapse post the IPO as a result of the pilot backdated pay award.

The share price represents the impact of a combination of the following factors:

- general downturn in the Economy,

- drop in NSE

- low liquidity in the market place

- withdrawal of foreign investors from emerging markets including Kenya where 30% of market activity at the NSE was being

driven by foreign investors who showed particular interest in the Kenya Airways shares.

The underlying value of your shares remains significantly higher than the price quoted on the NSE.

CHANGES IN AIRCRAFT ASSET LIVES
The previous lives were too conservative and not in line with lives adopted by other international airlines. The change brings KQ

into line with other airlines reflecting the true economic value of the aircrafts over its useful life.

SALE OF SITA (EQUANT) SHARES
SITA is a cooperative of international airlines that provides telecommunication services among its members. It is based in

Brussels, Belgium. Over a period of years contributing airlines were awarded shares in SITA based on their utilisation of its services.

@ Kenya Airways



The shares had no market value and were held in trust for the airlines. Following the successful IPO of Equant its
telecommunication arm, it was decided to allow the participating airlines to unlock some of the value of their shares taking
advantage of the buoyant market for telecoms shares.

The airline disposed of 59% of its shareholding and intends to dispose of the remainder when permitted to do so under the

SITA trust deed.

REPLACEMENT OF WIDEBODY AIRCRAFT

The airline has fulfilled commitment to purchase the 4 B737-300 aircraft to meet Domestic/short range Regional requirements.
The long range requirements currently met by its 4 A310-300 fleet is currently the subject of intense review given the average age
of the fleet and the increasing cost of running costs thereon.

Passenger projections indicate a doubling in numbers over the next 5-10 years which could be further fuelled by COMESA
liberalisation and KQ taking a bigger role in the NW/KLM/ALITALIA "Wings" alliance within the region.

The board anticipate making a commitment on the long range fleet during this financial year given the 2 years introductory lead

time required.

Y2K ISSUE (MILLENNIUM BUG)

The Airline has made considerable investment over the past two years in both time and resources to minimise the impact of the
millennium bug. The airline is now Y2K compliant and we remain confident that our critical systems will function normally come 1st
January 2000.

Substantial efforts have also been made to ensure that all our partners, the suppliers and the service provides will be compliant

by the due date to ensure our operations continue to function normally.

RECENT PRESS COMMENTARY ON PENDING LITIGATION

As in any business Kenya Airways has a number of law suits filed against it. It has also filed a number of cases against other
parties.

The two cases that have been in the press recently are mentioned in the Annual Report. Your board of directors firmly rejects
the claims being made in so far as they relate to or affect the company and its directors. KLM is in unanimous agreement with the
Board and is also intent on a syuccessful defence of these claims.

The first was filled by East Africa Safari Air against the Government with the Company being joined as an interested party by
the High Court on the basis that the Company would be adversely affected if a ruling was made by the High Court against the
Government.

The secon'd case concerns claims made by two shareholders on the grounds that the 1996 privatisation did not adequately
disclose the nature of the relationship with KLM. KLM and several of your directors have also been joined as defendants.

The intention behind both cases is to try to derail the KLM investment which is something that received very careful attention
and approval from the Company and Government at the time, and to upset the Government's own aviation policy commitments to
Kenya Airways. As you may recall the Government designated Kenya Airways as the national carrier of the country for a period of
5 years which allowed the company to continue to operate flights on all its existing routes. The aim of the litigants is to take over
the Company's legitimate route rights and upset the very successful and strong relationship with KLM and its international network

partners. The Board believes there is no merit in any of the claims and will vigorously defend the Company's position.

COMPETITION IN A LIBERALISING DOMESTIC AIR TRANSPORT MARKET

KQ welcomes fair competition in all of the markets it does business. In the domestic market KQ's response to the challenges
of competition has been to match competitors fares, increése frequencies, improve the domestic product with punctuality matching
international standards, develop the interlink brand with its franchise partners Eagle and ALS, expand its domestic route network
and enhance domestic connectivity to its international route network.

@ Kenya Airways
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THULD © - OE MBA
Highlights of the Year

Group Results

Tumover 1998-99 _sa 13,205
Up 14.0% (KShs.M) 1997-98 11,64
Operating Profit 1956-99 I ©55 e

Dovin 30.0% (KShs.M) 1997-98

Profit before Taxation = —————————=—————+=| '\‘1424536

Down 1% (KShs.M) 1997-98

Attributable Profit for the vear  1998-99 [N 1207

Down 8.0% (KShs.M) 1997-98 1314

Capital and Reserves 1995-00 | 7 19

=
Up 18% (KShs.M) 1997-98 6,507
Earning per Share 1998-99 I 261

Down 8% (KShs.) 1997-98 285

Key Financial Statistics

Operating Margin 1998-90 NI 7.2

Down4.4 Points (Percent)  1997-98 ns

Net DebtEquity Ratio (%) 1996-90 ] 0.8
Increased 100.0% 1997-98 304

Operating Statistics

1.047.440

Passengers Carried 199899 — 047
Up 30% 1997-98 B05.544
Revenue Passenger Kilometres 1998-99 _12.0*;9
Up 12% (millian) 199788 82!
Available Seal Kiometres 199899 —: :
Up 12% (million) 1997-88 233
Passenger Load Factor 199590 (N 6.5
Down 0.3 point (per cent) 1947-98 628

15175
Tonnes of Cargo Carried 1998-99 — > 5
Up 26% 1997-98 12115



Notice of Annual General Meeting for 1999

Hotice is hereby givan that the 23rd Annual Genaral Meeting of the Gompany will ba held al Mol Intermational Sports Compléx

Kasarani on Friday 15t Octobsr 1999 5t 2.30 pm for the following purposes:-

1. To read tha Notice convening the Mesting

2 To consider and adapt the Audited Balance Sheet and Accounts for. the year ended 31st March 1889 togother with
Direciors and Autitors Report thereon.

the

3. To note that ne dividend will be paid,
4. To alect Directors:
i Mr. Richard Wyaga (Managing Director) having been appointed by the Board to fil a casual vacancy following the
expiration of the contract of service of Mr. B, Davies, and is eligible for re-alection.
9 Mr. Brian Presbury (Finance Director) having been appoinied by the Board to il a casual vacancy faliowing the
résignation of Mr. M. Naylor, and is eliginle for re-slection,
1l M. Stanley Murage, who retires by rotation and being eligible, offers himsalt for re-election,
) r. Chris Obura, who retires by rotation and being eligible, offers himself for re-slection.
¥i) Special notice havi qiven. 1o propose

pursuant to section 186(5) of the Companies Act,
3 an ordinary resolution of the company: THAT M. LE. Omala Okero, who has attained the age of 70 years,
e and is hereby re-elocted a director of the campany,

5. Ta approve the remuneration of the Directors !

6. Ta authorise the Directors 1o fix the remuneration of the Auditors.

By Order of the Board
LG KAMAU

LEGAL DIRECTOR &
COMPANY SECRETARY
RO. BOX 19002

NAIROBI

Date; 13t September 1999

NOTES:

1) Any member may by naice culy signed by him ar her delivered to the Secretary not less than 7 and not miore than 21 days
before the day appainted for the Annual General Mesting propose any other parsan for eléction to the Board, such notice 1o
be accampanied by a notice signed by the person proposed of his or har willingess to be elected.

2} Amarmber entitied 10 attend and vole at the meeting and who is unablé to attend is entitied 1o appoint a proxy to attend and
vate on his or fier benall. A proxy need not be 2 member of the company. To be valid, a form of proxy which is attached 16
this notice. must be duly completed by the member and must either be lodged at the offices of the company's share
registrars, Barclays Advisory & Registrar Services, Mezzanine 3, Barclays Plaza; Loita Streel, PO, Box 30120, Nairobi or be
Posted. 86 as to reach Barclays Advisory & Registrar Services ot Iater than 2.30 pm on 30th September 1999,

Tangazo la Mkutano Mkuu wa Mwaka 1999

Tangaze linatolews hapa kwamba, mkutano mkuu wa mwaka wa ishirini na tatu wa kampuni utafanywa katila Mol Intemational

Sparts Complex, Kasarani siku ya ljumaa tarshe 1 Okioba 1999 540 nane N nusy mchana kwa sababy zuatozo

1. Kusoma tangazo la kuita miutana,
28 mwaka 31 Machi 1999 pamoja

2. Kuiangatia na kuikuball taarifa ya fedha na hesabu za mwaka
na taarifa ya wakurugenzi na wakaguz) wa vitabu vya hesabu.
3, Kujulishwa Kwamba hakuna mgao utakao ipwa

4. Kuwachagua wakurugenzl.

i) Bw. Richard Nyaga i k) na huechukua nalasi ya muda kufualia kumabizika kwa
mikataba wa kazl wa Bw. B. Davies, na anaweza kuchagulivwa fona.

i) Bw. Brian Presbury {mkusugenzi wa fedna) aliysteuliwa na Halmashaur luchukia rafast ya muda kufuatia kujlizul
kwa Bw. Naylar anaweza kuchaguliwa tena.

fii} Bw. Stanley Murage ambaye anastaalu kwa zamu, na kwa vile anaweza Kuchaguiiwa tena anajitolea achagulive.

iv) Dk, Chiis W, Obura ambaye anastaafu kwa 2amu, na kwa vile anaweza kuchaguiiwa tena anajitolea achaguliwe.

V) Tangazo manlum lkiwa limetolewa Kupendekeza maazimio yafuatayo kufuatia kifungu 186 (5) kulingana na shena za
makampuni kama azimio la kawaida | kampuni: KWAMBA 8w, LE. Omolo Okero, smbaye ameflia umri wa miaka 70,
achaguiivie na kwambn, hapa amechaguliwa tena kuwa mkunigenzl wa kampuni.

5. Kuidninisha malipo ya wakurugenz;

i, Kuwapa wakuruganzi idhinl ya kuweka kiwango cha malipo ya wakaguzi wa vitabu
Kwa amd ya Halmashaurl.

LG.'KAM&LI
MKURUGENZ| WA SHERIA
NA KATIBU WA KARMPLNI
PO, BOX 19002

NAIROBI

Tarshe: 1 Septemba 1999,

Maelezo

1) Mwanachama yayole anaweza kutoa arifa aliyoitia sahihi yeys mwenyawe aiwasiishe kwa kntibu lsiwe chinl ya sik saba

wala zaieli ya siku 21 kabla siku liyachaguliva ya mikutano mkuu wa mwaka, yoyole anacmiaka
Kkwenys halmashauri, arfa i jandamane na aria nyingine liyowekwa sahihl na yule mgombanji aliyependekezwa.
akithibitisha nia yake ya kutaka kugombea kil

2. Mwariachama anasrunusiwe kuhudhuna na Kupiga Kurm kwenye mkutano, takinl hawszi kuhudhuria, anaweza kumchagua
mwakilishi atakae hudhuria na kupiga kura kwa nlaba yake, Mwakiishi si lazima aws mwanachama wa kampuni, i kuwa
hatali, fom ya uwakilishi ambayo imeambatanishwa ne ania hi, lazima fjazwa kikamiliu na mwanachama na aidha ipelekwe
kwa ofisi 2a uandikishali hisa za kampuni. Barclays Advisory & Registrar services, orofa ya 3 mezzanine, Barclays Plaza,
Loita Street. sanduku |a barua 30120, Nalrobi, ama itumwe kwa njia ya pasta ili iweze kufika Barclays Advisory & Registrar

Services, kabla ys $38 nane na nusis mehana, farene 30 Septemba 1999,



Board of Directors

i

LE.0. Okero - Chairman

B.M.H. Presbury - Finance Dirgctor

H. Kiplagat - Director

R. Nyaga - Managing Director
(trom 1/6/1899)

C.W, Obura - Dirgclor

A |

D. Kapila - Director

L\ S
B. Davies- Managing Director
(Aitd 1/6/1999)

S.K. Murage - Director

M.L. Somen - Directar

A.LN. Abrahamsen - Ditector




Chairman’s Statement

Once again, it is my pleasure to update you on
developments al Kenya Airways during the financial
year 1998/99.

In a year full of challenges. our aifiine Succeeded in laying
crucial foundations for future growth and expansion of our
Business. We made investments in new aireraft, opened new
routes and expanded frequencies in our lenghaul, regional

and domestic network,

The industry

Alr transport remains one of the word's key industries,
accounting for USS.1.4 trillion In annual gross output
worldwide and generating 24 million jobs. Historically the
fortunes of the industry have been cyciical in nature, largely
influgnced by the performanca of the global economy.

The year just passed was no difforent and the
porformance of the aviation industry was impacted nogatively
by the economic turmail in parts of Asia and of Latin America,
by the financial meltdawn in Russia and more crucially by the
slawdawn in the OEGD aconomies from an average annual
qrovh of 2.1% in 1997 1o 1.4% in 1998. As a consequence
the coflective net profits for IATA member airlines declined
from USS.5.0 billion in 1897 to USS.3.1 billion in 1998, barely
sufficient to finance new investment and future growth,

An even largor decline in financial performance for
the industry was avoided due to tha relatively low jet fuel
prices averaging US$.0.55 per US galion against US$.0.74
in 1987,

Gloser home, we experienced an even bigger problam
The Kenyan acanomy recorded a very disappointing
performance. The growin declined from 2.3% in 1897 1o
18% in 1938 and this was compounded by continuing
Insecurity, deferiorating infrastructure and the near collapse
of the tourist industry.

Kenya Ainvays raacted swiftly and its strategy to minimise
reliance on the point to point traffic paid off handsomely.
By expanding our oporations in Africa, we wers able to
wilness a dramatic increase of 55% in passenger carrying
across Affica over the previous year. Obvicusly the future
suceess of this stategy is heavily dependent on developing
Joma Kenyatta International Aiport into a premier regional
hub and faint efforts have been mounted with both the
Kenya Ajrports Authority and the Directorate of Civil Aviation

ta realize this goal

Company performance
Back to Kenya Airways: performance during the year
under review, we caried 1,047,440 passengers compared

10 805,544 in the previous year, a 30% growth, and for the

first time in the airline's history. we surpassed the 1 million

passenger mark. The most dramatic growth in passenger
traffic was in the Africa region whore Iraffic increased by
5%% against 27% in the domestic market, 15% in
East Middle East and 10% in Europe.

Passenger revenues grew by 18%, Increasing from
Kshs. 9.037 milion in 1997/98 to Kshs.10,645 millon in
1998/98 with cargo and mail revenues increasing by a small
margin of 1%. The yield per revenue passenger kiiometer
(RPK) grew by 2.4% from 8.2 USC per RPK 1o B4 USC per
APK while unit costs at USC 5.8 per avallable seat kilomater
(ASK) increased by 3.5%. The load factor declined marginally
by D:3% from 62.8% to 62.5%,

The growth in toial income to Kshs.13,225 million
egainst the previous years Kshs 11,648 million; a 14%
Increase, was unfortunately outstripped by the 19% increase
in costs thus demonsirating the urgent need 1o secure

y and increases from empl 10

Ripoti ya Mwenyekiti

Kwa mara nyingine lena, ni furaha yangu kuwapasha
habar kuhusy aKenya
fdha wa 1998/1995

Kwanye mvaka uliojaa mashindano, shirlka letu la ndage
Hlifaulu kuweka misingi muhimu ya maendeleo ya baadaye na
upanuzi wa biashara yelu. Tulweka rasifimall katika ndegs

mpya, tulfungua nfa mpya na kuzidisha safan zetu za
ndege za humu nehini, za ndani ya bara la Afrika na zia
2a kwanda sa

Biashara

Uchukuzi wa angani bado ni moja wapo wa biashara
mubimu yenys kuleta dola triioni 1.4 za America za mazaa
ya jumia ya mwaka na huzalisha kazi milioni 24, Kihistoria
mafanikio ya biashara hil huja kwa mazunguko kwa kawaida
ambao hutagemea matekeo ya chumi za ulimwengu,

Mwaka huu ukcpita haukuwa tofauti, na ulendaji wa
hiriwa vibaya na hai

ndetu,

biashara ya uchukuzi wa angani
mbaya ya iuchumi ya baadhi ya mataifa ya Asia na Latin
Amarika, kuzorota Kwa uchumi wa Urusi, na kwa zaidi kwa
kukua kwa Kiwango cha chini kwa chumi 2a OECD kutoka
kiwango cha wastani cha kukua kwa mwaka cha asilimia 2.1
mwaka 1987 hadl asiimia 1.4 katike mwaka 1998. Hil
ilisababisha kupungua kwa faida pakes ya jumla ya mashirika
ya ndege wanachama wa IATA kutoka dola za merikan|
usss.0 ioni Katika mwaka 1997 hadi dola za merikan|
USS3.1 bilionl katlka mwaka 1998, ambayo |liweza
kugharamia kwa shida uwekaji wa rasilimali mpya na
maendeleo ya baadaye.

Matokeo ya fedha mabaya zaidi ya biashara hii
yaliepukwa Kutokana na kuwepo kwa bei nzur ya wastani ya
chini, ya mafuta ya ndege ya dola za merikani USS$0.55 kwa
galani ya morikani (kilnganishwa na ile ya dola za merikani
USS0.74 katika mwaka wa 1997,

Hapa nyumbani tulikabiliwa na shida kubwa zaidi. Uchumi
wa Kenya ullkuwa na matokeo mabaya, Kukua kwa uohumi
kulipungua kutoka asifimia 2.3 katika mwaka wa 1997 hadi
asilimia 1.8 katika mwaka wa 1998, na hil ilisababishwa sana
hasa na kuendelea kukosa hali ya usalama, uharibifu wa mall,
barabara na daraja na karibu kuangamia kwa biashara ya
utal

Shirika la ndege Ia Kenya lilichukua hatua za haraka na
hatua yake ya kupunguza utegemea]i wa usafinl wa hatua kwa
hatua ulileta. mafanikio makubwa. Kwa kuongeza shughuli
zetu kotika bara a Afrka, tultweza kushuhudia ongezeko

B

Ia kubeba wasafir katlka bara fa

leubwa la asilimia 55 zai
Atk kuliko mwaka uliotangulia. Kwa kwell matanikio ya
baadaye ya mbinu hi inategemea kwa iasi kikubwa, kukuza
kukifanya kiwanja cha ndege cha Jorma Kenyatta Intemational
Airport kuwa Kitows muhimi €ha vitue vya ndege katika bara
Ia Alrica, na hatua za pamoja Zimeanzishwa kwa ushirikiano
wa shirka la viwanja vya ndege la Kenya pamoja na DG
Aviation ili kufikia langa hil

Utendaji wa kampuni
Tukiruch kwa matokeo ya shirlka ta ndege la Kenya katika
mwaka 1wnac uangalia, tullbeba abiria 1.047.440 miliani
linganishwa na alfu 805,544 katika mwaka uliotangulia,
Kukua kwa kiwango cha asilimia 30, na kwa mara ya kwanza
katika historia ya shirika hill kupita kiwango cha abiria milion}
1. Kukua kwa juu zaidi kwenye biashara ya kubeba abiria
ikuwa katka bara la Africa ambapo biashara ilongezeka
kwa asilimia 55 ikilinganishwa na asilimia 27 Katika soko la

humu nchini, asilimia 15 Katika mashariki ya kati na asilimia 10
katika bara uropa.

Mapato kutokana na abiria yalipanda kwa asilmia 18,
yakiongezeka kutoka Ksh.9.037 milionl katika mwaka
1997/88 hadi Kshs.10,645 milioni kallka mwaka 1998/39 na
mapato kutokana na uchukuzi wa mizign ma barua
yakiongezeka kwa kiwango kidogo cha asilimia 1. Mazao ya
mapato kutoksna na abiria kwa kila kilomita (RPK)
yaliongezeka kwa asilimia 2.4 kutoka 8.2 USC kwa RPK hadi

4 USC kwa RPK hali gharama ya kity kimoja lwa USC 5.8
kwa kitl kimoja kwa kila kilomita moja (ASK - available seat
Kilometre), lliongezeka kwa asiimia 3.5, Shehena ipungua
Kwa kiasi kutoka asilimia 62.8 hadi as/imia 82.5.

Kukua kwa mapata yote hadi shilingi Kshs. 13,225 milicni
ikilinganishwa na shiingl Kshs, 11,648 milloni za mwaka
uliotangulia, ongezeko la asilimia 14 ambala Hilipitwa
kwa asiimia 18 na ongezeko la gharama na hivyo
kuonyesha haja ya dharura ya kupata kutoka kwa wafanyikazi
uhodan na angezeka katika uzalishali I kupunguza kupanda
kwa gharama,

Kwa ujumia tullkuwa na mwaka mzuri wenye matakeo
mazurl ficha ya yote haya, tulifauly kupata faida baada ya kodi
Kshs. 1,207 milioni, upungufu wa asiimia 8 juu ya mwaka
uliapita.

Mgawo
Halmashaur haipendakezi malipo ya mgawo mwaka huu
Kulingana ria vile hali ya faida ya biashara ilivyo dhamira yetu
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offset the rise in costs.
Overall, we had a ralatively good year and despite the
odds, we succeeded in achieving a net profit after 1ax of

KShs. 1,207 millian, an 8% decline over Last year.

Dividend

The Board does not recommeand payment of a dividend
this year given the underlying trading profit, its commitment to
build resarves for investment in new widebody aircraft in the
ear future 1o replace the ageing A310-300 longhaul fleet and
the need to fund future business expansion

Year 2000 readiness

Over the past two years, Kenya Alrways has made
sonsiderable investments in time and rosources to minimise
the impact of the millennium bug. The company is new fully
¥2K compliant and we are confident that our eritical systems.
will function normalty coma 1st January 2000,

Substantiai efforts have also been made (o ensure that al
our pariners, the suppliers and the service providers will be
compliant by the due date to ensure cur operations continue

to functian normally al the turn of the century.

Employee relations

Feiations with employses were cordial throughout the
periad under review, having stabilised following the TAWL
Industrial Court pay award of a 32% salary increase over a
two year period ending June 1998, The management and
TAWU concluded a new CBA awarding a 18% pay increase
for the period ending June 2000. For the same pericd, an 8%
wo year pay Increase was agreed with the pilois' union,
KALPA, for the period ending April 2000.

The employses share ihe management’s concem over
wscalating labour costs and agree on the need to cooperate
" generating productivity improvements. My Board is now
working with the management 1o implement a productivity
Improwment programme which should result in enhanced
rovenues and reduced costs.

| wish to convey the Board's appresiation and gratitude to

continued

all our stalf for their dedication and commitment and urge
them to redouble their etforts for the airline 1o overcome the

challenges ahead.

Agropolitical developments

The push towards. further liberalisation of air transport
gained impetus during the past year,

Hera at home, our Government introduced a more liberal
domestic aviation regime which ushered incrensed
compatitian for us.

In the bilateral sphere, the US Govemment steppoed
up efforts to conclude more "open skies” agreements. In
Alrica, the US government, under its “safe skies for Africa
mitiative™ entered into "open skies” negotiations with &
nAumber of states Including Kenya, Ghana, Tanzania and
Zimbabwe. more i
states followed the US lead.

At the regional level, govermmants took initiatives fo
expand Rberalisation, the most significant for Kenya Alnways
being within the COMESA regian, where goverments agreed
o introduce an open aviation regime by Oclober 000, Kenya
Airways welcomes this initiative as it heralds the potential for
increased business for the airine.

Ancther impertant devalopment is the commencement of
negotiations later this year by World Trade Organisation for
greater liberakisation of trade in international air transport
services. Again, this dovelopment wil pose a farmidable
challenge for us since inevitably it will usher in greater
competition in the aviation sector.

Airline privatisatian

During the year there were indications of increased
agtivity in aifline sactor privatisation, but there wera fawer
completed transactions largely due to the turmoil in financial
markats. North America and Latin America retain the fead for
he highest level of privatisations followed by Europe, Asia
and Africa with no single privatisation cencluded yet in the

Middlle East. In Africa in particular, Kenya Alrways remains the
only privatised flag carmer, although Swissair's 20% proposed

Ripoti ya Mwenyekiti

ya kuongeza akiba i kuweka rasifimali katika ndege mpya
28nye umbo kubwa zaidi hivi karlbuni, ili kuchukua nafasi ya
ndege za aina ya A310-300 za kwenda safari ndefu ambazo
zimpanza kuzeska, na haja ya kufidia upanuzl wa siku zijaza
wa biashara yatu.

Kuwa tayari kwa mwaka 2,000

Kwa zaidi ya miaka mivili lliyopits, shifka hili imefarya
juhudi kubwa kwa hali na mali, i kupunguza madhara
kwa mitambo ya kompyuta kutofanya kazl tutakapoingla
karna ya tshirini na moja (millenium bug). Kampuni hil sasa
yarisha Kikamilifu ra iko tayarl kabisa na imejiinda
kabisa na kulekeleza mahitaji yote na tunaamini kwamba
Ikifikas targhe mosi January mwaka wa 2,000 mitambo yetu
muhimu itakuwa inatanya kazi kkam

Juhudi Kubwa pla zimefanywa kuhakikisha kwamba

washiriki pamoja na wahuduima welu wole pia wako tayari
kufikia tarehe hiyo diyowekwa il huduma zet muhimu
zinaendelea kulanya kazi kame inapageuka.

Uhusiano na wafanyakazi

Uhusiano na walanyakazl ulikuwa mzuri katika kipindi
chote tunacho kiangalia baada ya kurudia hall ya kawaida
kufuatia toleo la nyongeza ya mishahara la asilimia 32 kwa
kipindi cha miaka 2 kinachoisha Junl 1998 kilicho amriwa
na manakama ya viwanda. Wasimamizi na chama cha
mulngane wa (TAWL) wallfikia
kupitia kwa mahakama kutoa nyongeza ya mishahara ya
asilimia 19 kwa kipingl kinachomalizikia Junl 2,000, Kwa
Kipindi hicho hicho makubaliano ya nyongeza ya miaka 2 ya
asilimia 8 na chama cha marubani wa ndege (KALPA) kwa
Kipindi kinachoishia Aprili 2,000 yallfikiwa.

hofu ya kuhusu

angezeko la gharama ya utendajl kazi na wanakubali haja ya
kuws na ushirkiano i kuongeza uzalishali, Halmashauri
yangu sasa inafanya kazl pamaja na wasimamiz| ili kutekelaza
mpango wa kuzidisha uzaiishajl utakaoleta ongezeko la

inaendelea

mapato na kupunguza ghara,

Mingependa kutoa shukrani za wakurugenzi kwa
watanyakazi wetu wole kwa kujitalea kwao na kwa uaminifu
wag, na nawahimiza waongeze juhudi 2a0 maradufu i shirka
hill weza kushinda hall ngumu ya baadaye.

Mfumo wa uslawi wa mashirika ya
ndege.

Miuma wakutaka kuweka huru zaidi uchukuzi wa angani
ulipamba moto zaidi katika mwaka uliopita. Hapa nyumbani
serikall Mlanzisha macngozi ya kuweka huru usafirshaji wa
angani, ambayo yaliongeza ushindan| lwetu.

Katika fani ya ushirikiano wa pande mbili, serikali ya
Merikani ilizidisha jubudi zake za kukamilisha mikatabe vaidi
ya "anga huru". Katika bara | Afrika, serikali ya merikani chini
ya mpango wa anga satama kwa Afrika, lianza mashauriane
ya "anga hur” na mataifa kadha, Zikiwemo nchi za Kenya,
Ghana, Tanzania na Zimbabwe. Lakufurahisha ni kwamba,
nehi nyingi zinazoendelea Zilfwata mfano wa merikani

Katika Kiwango cha mataita, serikall za mataifa haya
siichukua hatua za kupanua uwekall huru fa muhimu zaid)
kwa shirka la ndege ki Kenya, likiwa ndani ya enca la
COMESA ambapo serikall za nchi hizi zilkubaliana kuanzisha

miumo wa usafiishajl wa angani ulio wazi kufikia Oktoba
2000. Kenya Airways inafurania hatua hii kwa sababu il
Inaonyesha uwesskana mkubwa wa biashara kwa shirika hill

Tokeo lengine muhimu ni kuanza kwa mashautiano
basdaye mwaka huu na shirika [a biashara ulimwenguni kwa
twekali huru zaidi wa biashara Katika huduma kimataifa
uchukuzl wa angari, Tokeo hill pia ni jaribio kubwa kwetu kwa
vile hatimaye litaanzisha mashindano makubwa katika sekta

ya anganl.
Ubinafsishaji wa mashirika ya ndege
Katika mwaka kullkuwa na dalli za shughull nyingi za
ubinafsishajl katika sekta ya ndege, lakini kullkuwa na
maafikiano machache yaliyokamilishwa hasa kwa sababu ya

The Chaiman Mr. LE. Omolo Okaro with the management team of Kenya Aifreight Handling Samson Buyukah (Security Servicas
Manager), Teodosia Osir (Company Sacretary), Moses Abira (Manager Planning Facilities), LE. Omolo Okerg, Mike Flinders.
(Managing Director), Yunia Otisno (Human Resources Manager), Joshua Chesop (Finance Manager) and Moses Wahome (Casgo.
Operations Manager).
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Managing Director Mr. Richard Nyaga left) and past Managing Director Mr. Brian Davies {right).

This has been a year of significant expansion to our
business with heavy Investments in equipment, aircraft and
peaple development. We have faken & considered decision
to continue to grow our business despite a world wide
decline in airiine indusiry performanca to be able o meet the
challenges of the future and take full advaniage of the naw
business opportunities emerging from our expanding

alliances in the industry.

Network & Hub Development

In ur netwerk development efforts, we have continued fo
pursua our objective of turning Mairobi into the key aviation
hub far Africa by increasing our fight Irequencies and
launching services to new destinations, with conveniant links.
betwaen fights

In Europe. we now operate a double daily service to
Amsterdam with our parners KLM. We have maintained
our 8 weekly fights 10 London Heathrow and one weekly
fight to Copenhagen. In all we operate some 23 weekly flights
to Ewope taking a lead position in servicing the
Nairobi/Europe/US market.

In the East and Middle East. we have increased our flights
ta Dubai from 4 flights to 7 flights weekly. We have introduced
new destinations within our regional market as well as
increasing frequencies on the existing services

We now operate 20 flighs & week fo Entebbe compared

to 11 flights in our summer 1998 season. With sanctions

against Burundi now (ifted, we have intraduced 2 weekly
flights to Bujumbura. Flights to Gairo, Lagos and Kigall have
been increased from twice weekly to hree par week.

We now fly daily to Zanzibar up from five weekly flights.
New stations in our regional network include Abidjan, Cota
d'ivaire with three fights and twa weekly flights to Kinshasa,

On the domastic scene, wa have now achieved 100% jet
operation with our new Jetlink product on the Mombasa route
Increasing our weekly flights. from 54 10 60.

A major development in the domestic scene was recently
witngssad with a new pannership agreement sgned with
Aircraft Leasing Services (ALS). ALS Is our new domestic
partner jsining the Kenya Alrways/Eagle Aviation alliance to
provide a wider service in the fast growing domestic market.

With the two domestic pariners. a franchise agreement

was concluded culminating in the launch of Interlink, our new

q Kisumu, Eidoret, L Lamu
and Malindi. The fleet of Eagle Aviation’s ATR 42 and ALS's
Beechcralt aircraft now provide some 21 flights to Kisumu,
daily fights to Eldoret, Lamu and Malindi and 13 weekly
fights to Lokichoggio.

All these developments an our network have enabled us
achieve an increasa in our city pair connections through
Hairobi by almost 200% from 264 to 770 in 18 manths. This
has provided increased capacity transiating Into a tatal
passenger and cargo growth of 30% and 25% respectively

Chief Executive’s Statement

over the last one year.

Alliance Development and Partnerships
It is now thras years since fhe launch of our
parinership with KLM in January 1998, Kenya Alrays has
experanced bnother year o positive progress n developing
its airline allances with the conclusion of a codeshare
agresment with Alitalia on the MairobifMalpansa roule
Meanwhile, Kenya Aiways and KLM sales offices in
Mairobi have been merged with KLM moving in to Barclays
Plaza; soon 1o be joined by Alitalia. This has resulled in
Inereased eHficioncy and betler service 10 Gur joint customers.

ancies on the

Apart from the increase in fiight fr
Hairobi/Amsardam rouls. memberships 10 Gue joint frequant
fiyor programme, Flying Dutchman in Kenya has seen a
considerable increase in membership (rom 10,000 to 15,000
membars within twelve months.

The cooperation agresments signed with Northwest and
Altalia provided further expansion to our global network
connectivity and tralfic lesd. We aiso signed a codeshare
agreamant with Air Afriquer 1 support the Airline's expansion

and markel acoess in the Wt African region.

RESKA - Kenya Airways Airline
Reservation System:

Kenya Airways has implemantad a switeh from Gabriel
Reservation System 10 a version of KLM reservation sysiem

CORDA. From CORDA, Kenya Always developed a

The Management Team from Let

continued

c sed airline systems RESKA
(Kenya Airways Online Reservation Systen) which apart from
providing a seat inventory function (s also linked 1o a revenue
managoment system providing yield based capacity
distribution capabllity to ansure different market segments are
aliocated capacity relative to agroed preing stuctures: The
yield. managoment systam enables our capacity sl 10
identity high yieki business, targeting it for pricrity seat
allacation

Galileo Kenya the national ditribution organisation for

Galilao's Global co : system
a5 adivision of Kenya Airways is Aow connected to 152 travel
agents in Kenya and continues 1o meol its targsts as a profit

centre for Kenya Alrways:
Fleet Development

During the year the aifine taok delivery of

and

fourth Boaing 737 - 300 and leased one Arbus A310- 300,
Increasing our all jet fleet 1o 10 akcraft; 4 Arbus A310-300.
4 Bosing 737 - 300 and 2 Bosing 737-200, Qur Fokker 50
tlsot, previously leased to Alr Nostrum in Spain, have now
besn sold to the same aifine following a racent decisian to
i an all 2t fiaet

maint

The curent fleet of 10 efficienl modern ascraft will
strengthen our position in the Afrcan markel servicing aur
increased capacity demand on our fast expanding natwork.

The leasing of one wide body Airbus A310 - 300 was

i Gapt. Joe Mutungi - Dirsctar of Flight Crew, Steve Clark - Technical Diractor,

David Mamu - Directar External Affairs, Lewis Kamau - Legal Director & Co, Secretary, Richard Nyaga - Managing Directar &
Chist Exacutive. Mike Fiindecs - General Manager KAHL. Brian Presbury - Finance Diractor, Ben Miuweta - Director Corporate

Services, George Kivindya - Commercial Director,
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