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Financial Highlights & O.Rmsn:.o:& Statistics

Group Results

Turnover {KShs millions)
2009 - 2010
Cown i
15% | 71,829
2008 - 2009

Net Profit (KShs mitlions)
2009 - 2010

up 2,035
149.8%K 4 083

2008 - 2009

Uumﬂm.::o Profit (KShs millions)
2009 - 2010

2008 - 2009

Capital & Reserves (KShs millions)
2009 - 2010

19,973

2008 - 2009

Profit Before Tax (KShs millions)
2009 - 2010

2008 - 2009

Earnings Per Share (KShs)
2009 - 2010

P a0

2008 - 2009

Key Financial Statistics

Debt te Equity Ratio
2009 - 2010

2008 - 2009

Operating Margin (%)
2009 - 2010

2008 - 2009

EBITDAR Margin (%)
2009 - 2010

6.7

2008 - 2009

interest Cover Ratio
2009 - 2010

2008 - 2009

Operating Statistics

Passengers Carried
2009 - 2010
2,890,207

2,824,709
2008 - 2009

Cabin Factors (%)

2009 - 2010
. [T —

Available Seats (millions)
2009 - 2010

cUi

6.7%
2008 - 2009

Revenue Passengers Km (millions)
2009 - 2010
01% N g ae1
2008 - 2009

Cargo Uplifted (Tonnes)

2009 - 2010
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Notice of Annual General Meeting 2010

NOTICE IS HEREBY GIVEN that the 34th Annual General Meeting of the Company will be held
at the Bomas of Kenya, off Langata Road, Naircbi on Friday 24 September 2010 at 11.00 am to
conduct the following business:

1.

a)

b)

)

d

~—

To table the proxies and note the presence of a quorum.
To read the notice convening the meeting.

To consider and, if approved, adopt the Statement of Financial Position and Accounts for the
year ended 31 March 2010 together with the Directors’ and Auditors’ Reports thereon.

To declare a final dividend of Kenya Shillings One (Ksh, 1/=) per share for the financial year
ended 31 March 2010 payable to shareholders on the Register of Members at close of business
on Friday 24 September 2010 and approve the closure of the Register of Members on Monday
27 September 2010 for one day only to determine the entitlement to the dividend.

To efect Directors:
Mr Dinesh Kapila retires by rotation in accordance with Article 84 of the Company’s Articles
of Association and, being eligible, offers himself for re-election.

Mr Joseph Kinyua retires by rotation in accordance with Article 84 of the Company's Articles
of Association and, being eligible, offers himself for re-election.

Mrs SalmaMazrui-Wattwhowasappointed an additional Director of the Companyon 28 January
2010, retires in accordance with Article 90 of the Company's Articles of Association and, being
eligible, offers herself for re-election.

Dr Cyrus Njiru who was appointed an additional Birector of the Company on 28 January 2010,
retires in accordance with Article 90 of the Company's Articles of Association and, being
eligible, offers himself for re-election.

To approve the Directors remuneration.

To appoint PriceWaterhouseCoopers, Certified Public Accountants, as auditors of the
Company in place of Deloitte & Touche, who retire from office at the conclusion of the
Annual General Meeting and to authorise the Directors to fix their remuneration.

SPECIAL BUSINESS

8.

To consider and, if approved, pass the following Special Resolution:-

“That the Articles of Association of the Company be amended by deleting the existing Article
1311in its entirety and substituting the following new Article 131 to read as follows:

b)

transfer system, transmitted to such bank or electronic or mobile telephone addre:
in the share register of the Company or by cheque or warrant payabie at such place
as the Company shall specify in writing, sent through the post to the address of the
person entitled to it as shown in the share register of the Company or if two or more
registered as joint holders of the shares, to the registered address of the joint he
first named in the share register of the Company or in the case of two or more pe
entitled thereto in consequence of the death or bankruptcy of the holder, to any
persons at such address as the persons being entitled to receive payment may in wr

Every such cheque or warrant or funds transfer shall be made payable to or to t
the person to whom it is sent or to such person who may be entitied to the same (a
in Article 131 a) aforesaid). Payment of the cheque or warrant, if purporting to b
or enfaced, by the addressee or as the case may be, confirmation of payment t
made by the transmitting entity to the addressee of a direct debit, bank transf
automated system of bank transfer or via a mobile money transfer system, shall i
be a good discharge to the Company. Every such payment whether by cheque or
electronic funds transfer or mobile money payments system shall be sent at the
person entitied to the money represented by it.”

BY ORDER OF THE BOARD
Fiona C Fox

Secretary

Date: 3 June 2010

NOTES:

1.

Any member may by notice duly signed by him or her and delivered to the Secre
of the Senior Legai Counsel, Kenya Airways Limited, Headquarters, Airport N
Embakasi, PO Box 19002 - 00501, Nairobi, not less than 7 and not more than 21 ¢
the date appointed for the Annual General Meeting, give notice of his or her
propose any other person for election to the Board, such notice is to be accom
notice signed by the person proposed of his or her willingness to be elected. Th
person need not be a member of the Company,

A member entitied to attend and vote at the meeting and who is unabie to attend i:
appoint a proxy to attend and vote on his or her behalf. A form of proxy may be ob!
the Company’s web site or from the Company’s share registrars, Custody & Registr
Limited, 6" Fioor, Bruce House, Standard Street, PO Box 8484 - 00100, Nairo
need not be a member of the Company. To be valid, a form of proxy must be duly
and signed by the member and must either be lodged at the offices of the Comp:
registrars, or be posted, 50 as to reach Custody & Registrar Services Limited nof
Thursday 23 September 2010 at 11.00 am.
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The Boavrd of Directors

From Left to Right
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Biographies of the Board of Directors (cont’d)

Mr_Peter F. Hartman (cont'd)

Mr. Hartman joined KLM as a work analyst for the Controilers Department of Engineering &
Maintenance on October 29, 1973, He was appointed Controller - Work for Third Parties at
Engineering & Maintenance in 1975. [n the years that followed he held various positions as
controdler in the Netherlands and abroad. In 1984, he was appointed Director - Technical
Contract Services responsible for sales of KLM technical maintenance services to other
airlines. In 1987 he was appointed Project Manager - Schiphol 2000. On January 1, 1989, he
became Vice President - KLM Ground Services Schiphol. In this capacity he was responsible
for all handling processes at Schiphol and all KLM outstations. Mr. Hartman became Senior
Vice President - Customer Services on October 1,1990, and on April 15, 1994, he was appointed
Executive Vice President - Personnel & Organization. On January 1, 1996, Mr. Hartman took up
the post of Executive Vice President - Engineering & Maintenance followed by his appointment
on August &, 1997 to the KLM Board of Managing Directors. On the Ist of April, 2007, he became
the President and CEQ of KLM.

Mr. Ron Schipper ; Non-Executive Director (65) S

Mr. Ron Schipper was barn in 1945 in Bussum in the Netherlands. He joined KLM in 1969,
flew for 3 years as a cabin attendant and was then transferred to cabin crew management
where he worked in various management positions until 1977. He was appointed Manager of
the Cabin Crew Training Department at Schiphol in the same year. He left the Netheriands
in 1980 for his first posting abroad as Manager Cabin Crew seconded to Nigeria Airways in
Lagos. [n 1982 he was appointed Sales Manager, Kenya based in Nairobi after which he was
transferred to the UK in 1984 as District Manager, Northern England based in Manchester. In
1986 Mr, Schipper was appointed General Manager Ghana and in 1989 he spent a brief period
in France as interim General Manager based in Paris before returning to the Netherlands to
take up the appointment of Executive Secretary of the Passenger Division. Thereafter he was
seconded in 1991 to Antillean Airlines in Curacao as Managing Director. He returned to the
continent clgse to his heart, Africa, in 1994 and currently heolds the position of Vice President
and Area Manager Africa based in Johannesburg where he currently lives.

Mr. Denis D. Afande ; Non-Executive Director (73) o

Mr. Afande was for many years a career diplomat, having served in various positions including
Ambassador to the United States of America and United Nations, Geneva. He also served as
Permanent Secretary (Ministries of Home Affairs and Health). His previous appointments also include
chairmanship of the Capital Markets Authority, Kenya Pawer and Lighting Company and National
Council for Children Services. He is currently a member of several other charitable organizations.
He was appointed to the Board of Kenya Airways on 26th November 2004 and is currentty the
Chairman of the Board's Staff and Remuneration Committee and the Nominations Committee.

Mr. Joseoh Kinvua : Non-Exec,tive Director (58)

several projects with the international Monetary Fund both within Kenya and abroac
MA and BA degrees in Economics (University of Nairobi). He is currently a member of t
Audit and Risk Management Committee and the Nominations Committee.

Mr. Ayisi Makatiani ; Non-Executive Director (43)

Mr. Makatiani has extensive management experience and operational knowledge |

markets. He holds a Bachelors degreein Electrical and Eiectronics Engineering from Mas:
Institute of Technology (MIT). He is currently Managing Director and Chief Executi
of African Management Services Company. He has previously served as Managing |
Gallium Partners Investments, Non-executive chairman of MCI/UUNET Africa and Fo
Chief Executive Officer of Africa Online Holdings, Mr. Makatiani has been voted among t
top 15 CEOs in East Africa, three years in a row, in the annuai PricewaterhouseCoopi
Media Group survey of the top CEQ's in Kenya, Uganda, Tanzania and Rwanda. He is ¢
member of the Board's Staff and Remuneration Committee.

Mrs. Salma Mazrui-Watt ; Non-Executive Director (44)
Mrs. Mazrui-Watt has significant expertise in business leadership, sales and r
corporate communications and strategic planning in both the private and pubiic sect

an organizational development speciaiist. She is currently the Regional Director, Pa
Development and External Relations, WWF East & Southern Africa Regionai Program
(ESARPO). Salma was Group Head of Marketing, Africa Online Holdings Ltd., Managinc
Trans Union Kenya Ltd, and was the Vice Chair for the East African Credit Bureau A
(EACBA). Between September 2004 and December 2005, she was CEO for the Keny
Sector Alliance (KEPSA) and was the Chief Operative Office for AAR Health Services i
worked for 9 years across Eastern Africa. Prior to that she ran her own business, |
Promotions, a freelance corporate communications firm from 1991 to 1996. She has
work experience in east, west and southern Africa. Salma holds a Bachelor o
degree in Economics from George Mason University, Virginia, USA and a Masters in
Administration from the University of Nairobi..She has a Certificate in Corporate Ge
from the Commonwealth Association on Corporate Governance. She is a member o
National Economic and Social Council and is on the Governing Council for KCA Uni
Nairobi. She is also a director of the African Fund for Endangered Wiidlife and a non-
director of Kenya Airways.

Mr. Veenstra is a Chartered Accountant. After completing his studies at the Uni
Groningen in 1991 he worked with KPMG as an auditor. He Joined KLM in 1996. He
Vice President Finance & Control of KLM Engineering & Maintenance from 2001 till 20
2005 he has been Vice President Mergers, Acquisitions and _._o_n_:Om and in that uOm_
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Word from the Chair

The world economic
situation has shown
some improvement
since the second
quarter of 20009.

Mr. Evanson Mwaniki
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Word from the Chair (cont’d)

Although it can be said that the worst is over,
optimism over the recovery of the industry remains
cautious. One key success factor wili be the thrifty
management of costs and capacity. Partnerships
and mergers within the industry are also expected
to grow. At the Copenhagen Climate Change
Conference in December 2009, the IATA Director
General unveiled IATA's strateqgy for climate change.
The strategy’s pillars are the green initiative, fuel
efficiency improvement, logistics {(shortening
routes) and offset programs (offsets for fiights
by airlines). The targets are a 25% improvement
in fuel efficiency (2020 versus 2005), use of
10% alternative fuels by 2017 and 50% absolute
reduction in emissions by 2050.

Africa

The real GDP of sub-Saharan Africa has had a
slow recovery in 2009 owing to the late onset of
the financial markets recession in Africa, slightly
growing by 2.0 % compared to a 5.9% dip in 2008.
According to the International Monetary Fund's {IMF)
Reqgional Economic Outlook, the growth achieved in
2009 is a slight improvement on the 2008 levels
instigated by improvement in cii exporting country
economies and increased capital flows into Africa.
Africa's debt position has been aggravated by
the financial recession with the financial sector
experiencing some disturbance in asset prices.
Between May 2008 and March 2009, South
Africa’s Johannesburg All-Share Index (JALSH)
which comprises the top tradable shares at the
Johannesburg Stock Exchange, dropped by about
46%. African banks primarily felt the impact of
the global financial crisis indirectly through higher
funding costs and a reduction of 2.6% in fixed
investment in 2009.

Inflatinm lavale Im 92000 cbmmmAd mad 1907 L o oren o oo | o e

economies may face growing upward pressure due to more
limited economic slack and increased capital flows. Emerging and
developing economies are further ahead on the read to recovery
led by a resurgence in Asia. In general, emerging econemies have

withstood the financial turmoil much better than expected based -

on past experience, which reflects improved pelicy frameworks.
According to the latest economic update, the IMF raised its forecast
for growth in 2010 to a 2.5% rate, which is higher than the 1.9%
growth rate forecast in April. There is much less concern about
systemic failure in the financial system.

More than halfway towards the achievement of the 2015 Millennium
Development Goals (MDGs), major advances in the fight against
poverty and hunger have bequn to slow or even reverse as a result
of the globai economic and feod crises. Global unemployment
could reach 6.1% to 7.0% for men and 6.5% to 7.4 % for women,
many of whom remain trapped in insecure and often unpaid jobs.

2009 has been a devastating year for the world's hungry, marking
a significant worsening of an already disappointing trend in glebal
food security since 1996. The global economic slowdown, following
on the heeis of the food crisis in 2006-08, has deprived an
additional 100 million people access to adequate food. There
have been marked increases in hunger in all of the world's major
regions, and more than ene billion people are now estimated
to be undernourished according to the Food and Agricultural
Organization (FAQ). Of the ten countries with the highest levels
of hunger, nine are in sub-Saharan Africa. Several countries
experienced double digit increases in their main staple food price
in 2008-09. For example, cassava prices rose by 60% in the
Democratic Republic of Congo (where its consumption constitutes
55% of their calorie intake). Sorghum prices in Nigeria rose by
50% from January 2009 to October 2009.

Nowhere are global public challenges more acute than in sub-
Saharan Africa. With just 13% of the world’s population, the region
carries 24% of the global burden of diseases. The global HIV/AIDS
pandemic has taken its greatest impact in this region spurring the
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increase in deaths. However, the number of people wit
grew mainly due to a mixture of new infections anc
usage of life prolonging medicines. Somali Pirates
a record number of attacks and hijackings in 2009,
deployment of international warships to thwart them a
Nations Security Council resciution to bring the fi
them to shore. The Piracy Reporting Center of the In
Maritime Bureau said that pirates operating across
Aden and along the coast of Somalia had attacked :
in 2009, resuiting in 47 hijackings. Twelve of these sl
total of 263 crew members, are currently being held |
by the pirates. This has resulted in increased costs ¢
and insurance surcharges.

Notwithstanding the above challenges the prospectsfor S
Africa’s economic growth loock promising with improvi
and macro-economic stability, huge investment opy
in resources such as oi, gas and other minerals, ¢
agriculture, transport and communications infrastri
the renewed interest in Africa by the East, especially
historic hosting of the first World Cup in continenta
South Africa is expected to have a positive effect on tl
some African countries, help accelerate the achieven
MDGs and contribute towards reversal of stagnated gr

Kenya

Kenya’s Real GDP per capita in 2009 grew by 2.3% to UF
up from USS 1,711.63 in 2008 according to the IMF. Th
is attributed to growth in the manufacturing, cor
agriculture, tourism, transport and communication sec
was notable increase of capital inflows leading to
profitability in the banking sector. The country aiso
from the Economic Stimulus Programmes and the amb
infrastructure projects across the country. Accerding to
Bank of Kenya (CBK), the overall 12-month inflation m:
downward trend throughout the year 2009. It declined f
inJanuary 2009 to 5.3% in December 2009. The down!
persisted in January 2010 with the 12-month inflatic
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Word from the Chair (cont’d)

Cargo

Cargo tonnage volumes were at par with prior year,
but yields declined by 17.1%. As a consequence
cargo revenue declined by 10.6% on prior year.
Regions with high growth in cargo tonnage volumes
included West and Central Africa (+41.6%) as a
result of increased frequencies, Northern Africa
(+14.2%), Middle-East and Asia (+9.3%). Cargo
traffic on European routes improved marginaily
by 1.9% following the slow economic recovery.
Regions that recorded a drop in cargo uplifts were
East Africa (-22.4%), Southern Africa (-15.8%), Far
East (-7.9%) and Domestic Kenya (-16.9%),

The Board announces that Kenya Airways has
regained profitability, The airiine achieved KShs
2.035 billion profit after tax compared to the prior
year loss of KShs 4.08 billion. The result produced
a net profit margin of 2.9% and an increase in
earnings per share of 149,8% over prior year.
Management continued to invest time and resources
towards maintaining high levels of safety in all its
operations during the year.

Exchange rate

The US Dollar strengthened against the Kenya
Shilling with the average exchange rate for the
period being KShs 76.67 per US dollar against a
prior year average of KShs 71.23 per US dollar.
The strong US Dollar and the relative weakening of
the Kenya Shilling over this period had a positive
effect on foreign currency denominated revenues
when reported in Kenya Shillings. These gains were
however partly offset by the adverse effect on
foreign currency denominated expenses,

Fuel Costs
Fuef costs excluding hedge costs decreased by KShs

o - e o

This significant drop was primarily driven by lower jet fuel prices which
declined from 308/cag in 2009 to 217 /cag in 2010, a decrease of 29.6%.
The decrease of 6.2% in price impact resulted from a combination of
volume consumption and exchange rate,

Overheads

Overheads increased by KShs 3.4bn or 28.5%. KShs 2.1bn of this
was attributable to the increased salaries and allowances following
the return to work agreement with the Aviation Allied Workers
Union. The other increases included depreciation of completed
projects and amortisation of intangible assets totalling KShs
535m, advertising and publicity up to KShs193m due to faunches
of new destinations. The balance of KShs 567m is due to growth
and increased activities.

PROSPECTS

There are signs that the global aviation industry is starting to
recover siowly after the global financial crisis of 2008, The traffic
demand revival globally is however inequitable across regions,
with growth concentrated in the emerging markets of Asia, Latin
America and the Middle East.

Africa, the main area of focus for Kenya Airways offers unique
opportunities to tap the potential in the un- and under-served
cities. Kenya Airways will therefore continue to selectively open
up new routes to these destinations and te increase frequencies
on the deserving existing routes.The global economic recovery
that is emerging in the West, Middle East and the Asian economies
is expected to flow into Africa and the Kenyan economy. This
should, inturn, improve the prospects for Kenya Airways in 2010
and beyond.

The Board however recognizes the growing threat of competition.
This implies that Kenya Airways has to take cognizance of this
and implement appropriate strategies to enhance growth and
profitability, The main drivers of improved performance are
passenger numbers, better yields and more stringent cost
management.

The airline must therefore continue investing i
development, staff training, improvement of its s
enhancing SAFETY standards. Management is cor
offering @ more competitive product through, inter a
on-time performance in order to meet and exceec
expectations.

Kenya Airways profit after tax in 2009/10 compares favc
the prior year's loss. The Board is optimistic that the
performance will continue improving in the years ahe

The Board takes this opportunity to thank ail its custol
management and suppliers for their dedicated contrib
growth of the airline,

Dividend

The Board recommends a first and final dividend of K3
share, for approval by shareholders at the Annual Gene
on Friday 24th September 2010. This represents a tot
payment of KShs 462m. The dividend will be paid on
22 October 2010 to shareholders on the Register of ©
the close of business on 24 September 2010.

Shareholding

The number of shareholders on the Register of Member
March, 2010 was 75,006, Qut of these, 34,978 have in
their shareholding in favour of CDSC Nominees Limited :
accounts on the Central Depository System. The st
profiles as at 31st March 2010 is on page 47.

Directors

The Board is pteased to announce the appointments o
Njiru and Mrs. Salma Mazrui-Watt to the Board of Direct:
of Mr. Micah Cheserem and Eng. Abdulrazak Ali who re
4th June, 2009 and 28th January, 2010 respectively.
wishes to take this opportunity to thank both Eng, /£
Cheserem for their much valued contribution.
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Taarifa ya Mwenyekiti

MAELEZO KWA JUMLA

Hali ya kiuchumi duniani imeimarika kiasi kuanzia
katikati ya mwaka uliopita 2009, Biashara ya
kimataifa na uzalishaji wa kiviwanda duniani
umeimarixa kwa kiasi kikubwa, huku idadi kubwa ya
nchizikipata ufanisi marudufukatika jumta yamapato
yao ya nchi (GDP). Hata hivyo, kutokana na kuzorota
kwa kiwango cha uchumi mwanzoni mwa mwaka,
Jumla ya Mapato ya Dunia (WGP) vanakadiriwa
kudidimia kwa asilimia 2.2 na ukuaji kupungua
kwa asilimia 0.9. Katika Shirika la Ushirikianc wa
Kiuchumi na Maendeleo (OECD), ukuaji wa uchumi
wa Amerika umekadiriwa upya na kupunguzwa hadi
asilimia 2.4 na ule wa Japan kuongezwa hadi asilimia
1.3. Katika mataifa yanayostawi, kiwango cha uchumi
wa China kimepandishwa hadi 9.3. Uchumi wa dunia
unaendelea kuchochewa na visisimua uchumi
vinavyctolewa na Serikali. Hata hivyo, kuna hali ya
wasiwasi kuhusu kiwangoe cha deni la umma katika
takribani maeneo yote ya OECD na viwango vya juu

vya ukosefu wa ajira kote duniani.

Mnamec 2009, biashara ya dunia ilipungua kwa
kiwango cha kihistoria cha asilimia 13.2. Kupungua
kwa ununuzi wa bidhaa ambac ulisababishwa na
uzorotaji mkubwa wa uchumi kuwahi kushuhudiwa
kwa miongo kadha ulipunguza mauzo va bidhaa
katika nchi za nje kwa asilimia 9. Hata hivyo,
kiwango cha biashara ya dunia kiliongozeka kwa
kiasi ambacho hakijawahi kuonekana cha asilimia
4.8 mnamo Desemba 2009, na hivyo kuilazimisha
Benki ya Dunia kukadiria upya kiwango cha ukuaji wa
biashara ya dunia kwa mwaka 2010 hadi asitimia 4.3.
Mahitaji ya mafuta yanatarajiwa kupanda kwa mb/d
0.9 (mapipa 0.9 milioni ya mafuta kwa siku) mnamo
2010 ikilinganishwa na mh/d 1.4 (mapipa 1.4 milioni
ya mafuta kwa siku) mnamo 2009. Mahitaji va
mafuta kwa kiasi kikubwa yamekuwa vakitegemea

i r1iail wim 1irbrirm: wrm A irmia R mbid o v e kb

wa mb/d 0.15, ilhali mahitaji va mataifa yasivo wanachama wa OECD
yanakadiriwa kuongezeka kwa mb/d 1.0, yakichochewa na China
na eneo la Mashariki ya Kati. Uzalishaji wa mafuta wa nchi sisizo
wanachama wa OPEC unakadiriwa kuongezeka kwa mapipa 0.4 kwa
siku mnamo 2010, kufuatia ukuaji wa mapipa 0.6 kwa siku mnamo
2008.

Bei za kimataifa za petroli ziliyumbayumba kati ya Dela 41.4 na 74.01
kwa pipa, na hivyo kwa kiwango cha wastani cha dola 61.1 kwa pipa
kwa mwaka 2009, ikilinganishwa na Dola 94.45 mnamo 2008. Kwa
mujibu wa shirika la Amerika la Taarifa kuhusu Kawi, kupungua huko
kunatokana na utulivu duniani, kuimarika kwa uhusiano wa Amerika
na mataifa ya Uarabuni yanayozalisha mafuta, jitihada za utawala
wa Obama kutafuta uzalishaji wa kawi mbadala na hali ya utulivu
kurefea nchini Irag, na hivyo kuongeza uzalishaji wa mafuta yake
nadi mapipa 1.9 kwa siku. Kwa upande mwingine, kupungua kwa bei
ya mafuta kumeongeza matumizi ya petroli ya uchukuzi hasa katika
chumi zinazoibuka na zile zinazoendelea kutokana na kuongezeka
kwa idadi ya wanaomiliki magari. Mnamo 2010, OPEC inalenga kulipa
kipaumbele suala la uzingatiaji mgao wa uzalishaji na kutathmini
mahitaji ya mafuta ili kudumisha bei hiyo kwa kati ya Dola 70- Dola
80 kwa pipa.

Idadi ya wasafiri wa kimaitaifa imekuwa ikicngezeka kwa kiwango
kidogo kufuatia viwango vya chini vya ukuaji vya asilimia 1.6
vilivyashuhudiwa mnamo 2008. Katika miezi sita ya kwanza 2009,
athari ya homa ya nguruwe (HINt} zilichangia zaidi masaibu va
mashirika ya ndege, na kuchangia kupungua kwa idadi ya wasafiri
kwa asilimia 7.6. Miezi mitatu ya mwisho wa mwaka ilileta matumaini
ya ufufuzi wa sekta hiyo, hasa kutokana na kugngezeka kwa mahitaji.
Asia na nchi za kusini mwa Amerika kwa sasa zinaongoza katika
ukuaji huu, lakini masoko ya Kaskazini mwa Atlantic na yale baina
ya nchi za Uiays bado ni hafifu, kwa mujibu wa Chama cha Kimataifa
cha Usafiri wa Ndege (IATA).

Uwezo wa kubeba idadi ndogo va a

ia katika mwaka uliopita
ulirahisisha hali ya upakiaji. Uwezo wa kubeba abiria kimataifa
ulipungua kwa asilimia 7 na usafiri kwa asilimia 10. Hali hi
{ATA kupunguza tathmini yake va hasara katika sekta hii Kutoka
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nafuu mnamo 2009 kuliko ilivyotarajiwa mapema mw

kuwa asilimia 2.6 chini ya 2008. Mahitaji ya mizigo val
asilimia M.t mnamo 2009. Ingawa kiwango cha jumla
usafiri wa ndege kilikuwa asilimia 3-4 chini ya kiwangc
idadi hivo kufikia mwisho wa 2005 na Januari 2010 ilik
28 zaidi kuliko Januari 2009, Hii, kulingana na IATA
kuimarika kwa hiashara ya dunia. Kuongezeka kwa ida
kulikuwa juu kuliko idadi va wasafiri kufikia mwisho
Kwa jumla, 2009 utakumbukwa kama mwaka ambao
mdororo wa uchumi uliowahi kushuhudiwa na sekta hii.

Kwa jumla, idadi ya kimataifa ya wasafiri iliimarishwa
katika nchi za China, India na Brazil ambapo wingi wao |
katika nusu ya pili ya mwaka. Kwa mwaka mzima, idac
wasafiri kimataifa ilishuhudiwa Dubai (nvongeza ya as
Kuala Lumpur (asilimia 8.8} na Istanbul (asilimia 7.3} v
ndege pekee ambavyo hupckea zaidi va wasafiri 101
mwaka kushuhudia ukuaji mnamo 2009, Viwanja vya ne

pata pigo kiasi kwa asilimia 3.5 katika mwaka huo, has
na kupungua kwa idadi ya wasafiri wa ndani ilhali idadi
wa kimataifa ilipungua kwa kiasi kidogo.

Sekta ya usafiri wa ndege imetajwa kama thabiti, has.
kuhimili mshindo mmcja baada ya mwingine kuanzia m:
ya kigaidi ya 9-1, vita vya Ghuba, Homa ya Ndege, be
kihisteria ya petrofi, homa ya nguruwe ya AHINT na sas
wa kiuchumi.

Vikwazo vikuu kwa faida mwaka huo vilikuwa bei

kucheleweshwa kuwasilishwa kwa ndege na mapato
Ufufuaji wa uchumi wa kimataifa umeongeza mahitaji
na hivyo kuchangia Kupanda kwa bei va petrol. Bei va
ndege yaliuzwa kwa bei ya Dola 88 kwa pipa kwa mujib
I

44 zaidi ya bei ya mwanzoni mwa 2009,

ikuwa chini kuliko kiwango cha wastani cha 2008 lak

Ubebaji zaidi wa mizigo uliafikiwa kutokana na kupuno
idadi ya viti lakini kuendelea mbele, ununuzi wa nd
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Taarifa ya Afisa Mkuu

Uchumi wa dunia umeanza kuimarika ingawa kwa
taratibu. Ukuaji mkubwa umepatikana hasa katika
Amerika Kusini, Mashariki ya Kati na Asia. Ingawa
sekta ya usafiri wa ndege inatarajiwa kuimarika
2010, sekta hiyo inatarajiwa kupata hasara ya hadi
Dola 2.8bilioni mwaka huu.

Kenya Airways ingali inalenga kwenye mikakati
yake ya kupanua njia za usafiri za kuunganisha jiji
moja na lingine ili kuunda mtandao wa faida huku
msisitizo hasa ukiwa katika Afrika. Mnamo 2009/10
pekee, tulifanikiwa kuzindua maenec mapya saba
ya usafiri Afrika ikiwemo Brazzaville - Jamhuri ya
Congo; Kisangani - DRC; Libreville - Gabon; Bangui
- Central Africa Republic; Ndola - Zambia; Gaborone
-~ Botswana na Malabo katika Equatorial Guinea.

Il kuhakikisha mkakati wetu wa upanuzi unaendelea
bila vikwazo, kundi la kufanya majaditiano kuhusu
Huduma za Pamoja za Usafiri wa Ndege likiongozwa
na Wizara ya Uchukuzi lilifanikiwa kutathmini na
kukamilisha mikataba ya Huduma za Pamoja za
Usafiri wa Ndege (BASAS) na nchi kadha. Mikataba
hii itatoa nafasi zaidi kwa upanuzi wa njia mpya na
kuongeza idadi ya safari zetu pamoja na kupanua
ushirikiano wetu na mashirika mengine ya ndege
hasa Afrika. Mada kuu kwenye ripoti yetu mwaka
huu ni “Kufungua Afrika kwa Dunia”. Kwa kufungua
njiampya, tunaamini kwamba tumetekeleza wajibu
wetu katika kuandaa Afrika kwa biashara na kuunda
nafasi zaidi za uwekezaji,

Miongoni mwa changamoto tulizokumbana nazo
mwaka uliopita ni pamoja na kubadilika badirika
kwa bei ya mafuta, kucheleweshwa kwa ndege ya
Dreamliner B787-800, uzingatiaji wa utaratibuy
wa kukata tikiti kupitia kwa mitambo na athari za
mgomo wa siku mbili. Hata hivyo, changamoto
nzito zaidi tulivoekumbana nave mi Tikoeafi wea

Ingawa tumetambua juhudi za Serikali na Mamlaka ya Kusimamia
Viwanja vya Ndege (KAA) kupanua JKIA, ni vyema kutambua
kwamba kufikia 1978, uwanja huo uliundwa kuhudumia wasafiri
2.5milioni kila mwaka. Kutokana na upanuzi wetu na kuwasili kwa
ndege nyingi za kigeni Kenya, uwezo wa JKIA kuhudumia wateja
kita wakati umefika mwisho. Mnamo 2009, JKIA ilihudumia wasafiri
5 milioni. Kufuatia hali hiyo, wasafiri hawajafurahishwa, na hivyo
kuamua kutumia viwanja pinzani vinavyovutia zaidi. Kutokana na
ukosefuwa kuimarishwa kwa miundomsingi hii muhimu ambayo ni
nguzo kuu kwa ufanisi wetu, na kama tutaweza kutwaa nafasi yetu
kama kitovu cha huduma za safari za ndege Afrika, tutalazimika
kutafuta msaada wa Serikali ili kuruhusu wasafiri wa muda, hasa
kutoka nchi za Afrika Mashariki zinazotumia Kifaransa kutumia
hoteli zilizo nje ya uwanja wa ndege.

Huku asilimia 70 ya mtandao wetu ukiwa Afrika, Kenya Airways leo
inakabiliwa na ushuru mwingi na ada kwa operesheni na huduma
zake, ukiwemo ushuru wa mapato, mali, mafuta, vifaa na kwa
sababu za kijamii kama vile msaada wa maendeleo, mazingira na
upanuzi wa utalii. Hakika, ushuru mpya katika sekta ndege, hasa
Afrika, umeongeza gharama ya kufanya biashara. Kwa mfano,
Serikali ya Kenya imejadiliana na x:bmﬁ:m kuhusu Mikataba
8 ya Utozaji Ushuru Maradufu (DTA) dhidi ya maeneo 44 ya
kimataifa ambapo KQ inahudumu. Tutaendelea kuhimiza Serikali
ya Kenya kupitia Wizara ya Fedha kuharakisha majadiliano hayec
it kutuondolea mzigo huo wa Utozaji Ushuru Maradufu (DTA).
Kwa kuondoa vizingiti vya biashara, uwekezaji na uuzaji katika
soko wazi zinapasa kuwa mbinu bora zaidi za kuafikia malengo
ya muda mrefu ya maendeleo.

Kenya Airways itaendelea kushirikiana na Serikali kuhakikisha
kwamba tunanyakua tena na kudumisha nafasi ya kwanza kama
kitovu cha huduma za ndege kinachovutia zaidi.

Mapato ya abiria yalipungua kwa kiasi kidogo hadi She2.8bilioni
mnamo 2009/10 ikilinganishwa na mwaka uliopita ambapo yalikuwa
$hé2.9bilioni. Mapato ya mizigo yalipungua kwa asilimia 11 hadi
Sh5.4bilioni ikilinganishwa na mwaka _.___o_u;m chmuo <m__xc<<m_

Cha1hilimnrm: Bac= bt ml mem o v Do rmom ek 1. .

Kutokana na hali hiyo, jumia ya mapato yalipungua k
1.5 hadi Sh70.7bilioni.

MATOKEC YA KIBIASHARA

Wakati wa Kipindi cha matumizi ya fedha cha 2009
Airways ilibeba jumla ya abiria 2.92milioni ikilinga
abiria 2.82 milioni mwaka uliopita. Isitoshe, shirika h
lilisafirisha kilo 55.2milioni za shehena kote kwenye mt:
ikilinganishwa na kilo 55.6milioni mwaka wiopita.

Nyongeza ya idadi ya wasafiri ikilinganishwa na mwaka |
ilishuhudiwa katika nusu ya pili ya mwaka wa kifedh:
na njia mpya zilizoanzishwa na kuimarika kwa idadi
kufuatia kufufuka kwa sekta ya usafiri wa ndege ulic
mdororo wa kiuchumi duniani. Isitoshe, utabiri wa k
kuhusu kuimarika kwa safari za ndege unaendelea ku

idadi ya Wasafiri
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1. Mpango wa kuwatuza wateja wa KQ wanaotum
mkopo ya Gold

Mnamo Desemba 2009, Kenya Airways ilizindua kadi yz
KQ-Msafiri Gold Credit card, ambayo ni kadi ya mMKopo yi
aina ya MasterCard iliyotolewa na benki ya CFCStanl
Nia ya kutolewa kwa kadi hiyo ni kuimarisha uaminifu
kusafiri na Kenya Airways kwa kuwezesha wateja weny.
kuzoa alama za kuwathawabu wanaponunua bidhaa r
kupitia mamilioni ya maduka ya MasterCard kote ulir
Alama hizi zaweza kubadilishwa na kuwa tikiti ya *

. P
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Taarifa ya Afisa Mkuu (unaendelea)

Muda wa kurejesha gharama ya uwekezaji katika
mpango huu ni chini ya miaka mitatu.

Mafunzo ya kiufundi

Shule ya kutoa mafunzo ya kiufundi ina jukumu la
kukuza na kuboresha ujuzi wa kiufundi na kiuhandisi
unaohitajika katika usimamizi wa ndege za Kenya
Airways. Shule hiyo sasa ina uwezo wa kufunza
nyingi ya kozi za vhandisi mumu humu bila usaidizi
kutoka nje. Kozi hizi zimeundwa kwa ushirikiano wa
kampuni zinazounda ndege zitakazotumika katika
mafunzo. Hii imechangia pakubwa kupungua kwa
gharama ya mafunzo kwani sasa kozi zinafunzwa
na wakufunzi wa KQ. Tunatazamia kuwekeza zaidi
katika ujuzi wa uhandisi hasa katika kiwango cha
usanii.

Mafunzo ya Huduma za Viwanja

Mafunzo ya Huduma za Viwanja zifilenga uundaji
wamipango ya kutoa mafunzo ya ndaniili kutimiza
mahitaji ya utenda kazi. Katika mwaka huu, mipango
hii yote ilipigwa msasa na kozi mpya kuongezwa, sio
tu kudhihirisha mabadiliko katika taratibu za kufanya
operesheni yaliyofanywa katika mwaka huu, lakini pia
kulainisha mafunzo hayo na viwango vya kimataifa
vya usalama wa huduma za viwanja vya ndege, IATA
Safety Audit of Ground Cperations (ISAGO). ISAGO
ni mfumo unackubalika kimataifa kutumiwa kukagua
mbinu z& operesheni za usimamizi na mifumo vya
udhihbiti ya shirika linalotoa huduma za viwanja vya
ndege kwa mashirika ya ndege.,

Muhimu miongoni mwa kozi mpya zilizoongezwa
inahusu usalama wa viwanja, Airside Safety Training
Course, ambayo ilijumuishwa na kampeni kabambe
kuhusu usalama wa viwanja chini ya mada “KQ
Salama”. Juhudi hizi zilipelekea kupungua mno kwa
visa vya ajali kutokana na huduma za viwanja na
kuimarika kwa viwango vya uhamasishwaji kuhusu
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kuunda kozi kuhusu operesheni zote za idara hiyo kulingana na
viwango vya kimataifa vya hali ya juu. Hii ilitimizwa kufikia mwishoni
mwa 2009, kwa kujumuishwa kwa zaidi ya kozi 30 zinazohusu
maeneo yote ya operesheni za Huduma za Viwanja. Kufikia mwisho
wa mwaka, asilimia 98 ya wafanyikazi walikuwa wamepata mafunzo
ya mwanzo na yale ya kunoa ubongo (refresher).

Mafunzo va Kibiashara

Mwaka 2009/2010 ulikuwa kipindi kizuri na cha kuvutia kwa
idara inayosimamia Ujuzi wa Kibiashara. Huku ikiwa na jukumu
la kufunza makundi ya wahudumu katika ndege, wanaouza tiketi
na wa mauzo, idara hiyo ilijitahidi kuhakikisha kila mfanyikazi
anayehusika amepata mafunzo na yuko tayari kuendeleza mipango
ya kampuni.

Matarajio makubwa ya huduma bora yamepelekea kuundwa kwa
mipango na mikakati mipya na mabhiri. Hizi zitahakikisha wahudumu
katika ndege na maajenti wamauzo wa Kenya Airways wana ujuzi
wa kutosha wa kufanikiwa katika sekta hii yenye ushindani mkubwa.
Mafunzo hayo yanayohusu ujuzi yamekamilishwa na mafunzo ya
ustawi kwa wafanyikazi wote yanayolenga kuleta mwelewano
mmoja na kujenga uongozi bora katika viwango vyote vya shirika.
Mnamo Januari 2010, idara hii ilizindua kozi yake ya kwanza ya
kibiashara; Cheti cha Ufundi wa Ndege (The Certificate of Airline
Cabin Crew). Hii ni kozi ya cheti ya miezi mitatu kwa yeyote aliye
na maono ya kuelekea kuwa mfundi wa ndege siku za usoni. Kikundi
cha kwanza cha wanafunzi, waliofahamika kama “ The Pride Stars",
walifuzu Machi 2010. Mpango sawia wa mafunzo ulitolewa kwa
watu wa nje wanaotafuta kufanya kazi katika eneo la huduma za
viwanja na washiriki 24 pia walifuzu Machi wakipewa Cheti katika
Huduma za Viwanja.

Kampuni inapanga kuwaandikisha wanafunzi wengine kwa awamu
nne kila mwaka. Hii itapelekea kituo cha Pride Centre kuipa sekta
hii wahudumu wafiohitimu katika ufundi wa ndege na maajenti wa

huduma kwa wateja kila baada ya miezi mitatu.

Kuweka Vigezo vya Ufanisi

viwango vinne vya majukumu. Hivi ni uandikishaji, uc
usimamizi na mpango wa urithi. {li kujaliza mafunzo ya
wafanyikazi yanayoendelea sasa, na pia kuwapa ujuzi u
katika kila kiwango kipya, msururu wa mafunzo ya kuku
yanatolewa kwa lengo kuu |a kuhakikisha mafanikio y:
moja unapofanya kazi,

Kama mkusanyiko wa mafunzo ya kuimarisha ujuzi wa w
zindipa kampuni mwongozo wa kukuza uongozi r
wafanyikazi mwelekeo mwafaka wa kuimarisha uju
uongozi. Mpango wa kutoa mafunzo kwa marubani um
vyema na watumizi na kampuni. Mipango hii ni pamoja
wa Kibinafsi, Kujifunza Kuongoza, Uongozi katika Biashal
wa Kiwango cha Juu katika Biashara na Kuboresha U

Ustawi Endelevu

Ustawi Endelevu ni mfumo wa kuhifadhi mipango bor
shirika kutoa huduma bora bila kukoma, kuondoa uharibif
viwango vya malengo. Kwa kujumuisha mipango hii r
katika taratibu za shirika, makampuni yanaweza ki
viwango vya juu vya bora katika utendakazi wake na hi
hadhi ya "Huduma Bora za Viwango vya Kimataifa".

Kwa kuimarisha utekelezaji wa shughuli zake, Keny
yaweza kufikia hadhi hii. Hii itatimizwa kwa kuienga des
Kufanya Kazi kama Timu (Team Work), 55" (Sort, Sh
Standardize and Sustain), Vipimo vya Utendakazi Una
(Visual Perfarmance Measurement) , Ustawi ulio na
(Focused improvement) na Kuongoza na Kukabiliana na |
{Leading and Managing Change). Desturi hizi zinaenda s
na misheni ya kampuni ya mwaka 2010/2011 ambayc
mafanikio na ufanisi ili kuwa shirika salama, lenye f.
kiwango cha kimataifa.

Mara tu Kenya Alrways itakapokubali na kufanya ma
kuwa desturi yake, shirika hili litakuwa na uwezo wa ki
na masuala kama kuendeleza mazingira yenye uta
salama ya kufanya kazi, kuimarisha uzaiishaji na ut
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Taarifa ya Afisa Mkuu (unaendelea)

Huduma zingine zilizoanzishwa mwaka huu ni
pamoja na kutafuta huduma za kuhamisha wafanya
kazi walioko katika maenec yasiyofikika kwa urahisi
na vituo vyetu vilivyoko nje.

Taratibu za masuala ya wafanya kazi

Tanqu kuanzishwa kwa mfume wa kutumia mitambo
kushughulikia masuala ya wafanya kazi mnamo
Aprili 2008, tumeanzisha mikakati ya kuimarisha
utaratibu hue kwa namna ambayo itashughulikia
mahitaji yanayobadiiika ya kibiashara. Mfumo huu
hasa unashughulikia nyanja ya uajiri, mapumziko,
kuhudumu muda wa ziada na shughuli muhimu za
masuala ya watfanyi kazi. Hii itahakikisha idara ya
Masuala ya Wafanyi kazi inashughuiikia kikamilifu
kwa mahitaji ya kibiashara ya kiia siku na pia
kutosheleza matarajio ya wateja na utoaji huduma
bora zaidi,

MIFUMO YA HABARI NA MAWASILIANO

Utekelezaji wa mtandao wa VSAT katika Afrika
Mitambo mingi ya biashara ya KQ imo pahaii pamoja
na ingendelea kutegemeana. Kuunganishwa kwa
mitambe kama hiyo Afrika kumekuwana changamota
mbeleni, huku kukiwa na kukatika kwa mawasiliano
mara kwa mara . Mnamo 2009/10 Kenya Airways
ilianzisha harakati za kuimarisha mtandao wake wa
Afrika kwa kuunganishwa kwa ule mfumo wa Very
Small Aperture Terminal (VSAT). Hii imewezesha
afisikatika Viwanja vya Ndege Afrika na zile katikati
rnwa miji kuwa na mawasiliano bora na mitambo ya
kibiashara iliyopo Nairobi (kwa mfang, mtandao wa
KQ kuhusu taarita za wafanyi kazi, mawasiliano ya
karmpuni kupitia barua pepe, programu ya kusimamia
fedha ya Cracle E-Business Suite, taratibu za
masuala ya wafanya kazi na uagizaji na kadhalika)
na kupitia Amsterdam (mfumo wa kuweka nafasi
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KLM na kadhalika). Muungane huu umo kwenye mapatano yd
asilimia 99 na hivyo kumaanisha, muda mchache wa kuunganishwa
kwenye mtandao. Mwaka unaomaiizika, maeneo 26 katika nchil?
yameunganishwa kwenye VSAT. Mengine 16 yatakamiiika katika
kipindi cha matumizi ya fedha cha 2010/11.

Mfumo wa kuunganisha operesheni kwenye kitovu cha huduma
zetu

Kucngezeka kwa haraka kwa ndege za Kenya Airways na
kufunguiiwa kwa njia mpya zimetulazimu kuwa na Kituo cha
Kusimamia Operesheni (OOC) ambacho kina mtandao wa
kusimamia huduma zote kutoka mahali pamoja. Mfumo huu pia
unahitaji kuunganishwa kwa karibu na ule wa kusimamia huduma
kwenye kitovu chetu na OCC ili kushughulikia operesheni za kila
siku na kukatizika kwa huduma kwa njia bora zaidi huku shirika
hili linapoendelea kupanuka. Mitambo iliyoteuliwa na inaendelea
kutekelezwa inatoka kwa shirika la kutoa huduma kwa kampuni
za ndege, Sabre. Mitambo hiyo ni ya kusimamia wahudumu wa
ndege, kudhibiti usafiri, mipango ya safari za ndege na uzito na
mizani na kuunganishwa kwa operesheni katika maeneo haya yote.
Mfumo wa kusimamia kitovu cha huduma zetu unatarajiwa
kuimarisha kwa kiasi kikubwa, operesheni za kila siku kote
katika uwanja wa JKIA kwa kutambua idadi kamili ya wafanyi
kazi wanaohitajika, kuwezesha mpangilio ufaac wa wafanyi kazi
wanaohudumu kwa zamu, kusimamia masuala ya wafanya kazi
kupitia mitambo na kusaidia kufanya maamuzi kuhusu operesheni
zakila siku. Hii itawezesha KQ kushughulikia idadi kubwa ya wateja
wanaopitia JKIA,

Utekelezaji wa mifumo yote ya OCC na HCC unatarajiwa kumalizika
wakati wa kipindi cha matumizj ya fedha cha 2010/11.

Usimamizi wa nauli na mfumo wa kuamua bei

K@ ilitekeleza mfumo wa kusimamia nauli na kuamua bei, pia
kutoka Sabre. Manufaa yake makuu ni kuharakisha utaratibu wa
shirika hili kutathmini na kupiga hesabu kuhusu nauli zake. Hii
itasaidia KQ kuitikia kwa haraka mabadiliko ya nauli ya washindani
wetu huku ikiimarisha utaratibu wa kuamua nauli na kupunguza
gharama za utendaji kazi. Pig, itawezesha wachanganuzi wa nauli

Mfumo wa pamoja wa kutunza mizigo

Mfumo wa kushughulikia kutunzwa na Kuuzwa k
huitwao Cargospot ulitekelezwa katika kipindi kilichomn
matumizi ya fedha. Mfumo huu umechukua mahalipam
inayctumika katika kushughulikia mizigo (Mercury ky
mizigo, COHARS kwa usafirishaji mizigo, E-Champ kw;
Mizigo na RAPID kwa hesabu ya mapato ya mizigo).
mfumo huu wa pameja yataanza kuonekana katika kip:
cha matumizi ya fedha cha 2010/11. Mfumo huo utatumik
na vituo vingine vidogo vya kuuza na kutunza mizigo.

Mfumo wa kusimamia bajeti

Katika kipindi hiki cha matumizi ya fedha, Idara ya Fedh
na kutekeleza mfumo mpya wa kupanga bajeti na |
fedha. Huu ulitumika kuandaa bajeti zote za shirika k
wa matumizi ya fedha wa 2010/11. Mfumo huo mpya
manufaa yanayoweza kupatikana kupitia utaratit
inatarajiwa kwamba itaimarishwa hata zaidi siku sijazo. |
ya kwanza ya kutumia mitambo katika utenda kazi kat
hili, na inatarajiwa kupanuliwa wakati wa kipindi cha m
fedha cha 2010/11.

Matumizi ya mtandao na simu kwa biashara katika
Shughuli za kibiashara kupitia kwa mtandao katika |
hatua zaidi kufuatia ustawishaji wa mtandao kwa simu
(WAP). Matumizi haya ya WAP yatawezesha wateja r
kazi kupata taarifa kama viie ratiba ya safari za ndege
tikiti za ndege kwenye mtandao, taarifa kuhusu ka
habari kupitia simu zao. Matumizi mengine ya biash:
simu ambayo yalizinduliwa mwaka huu ni malipo kupiti
ambao utahudumia wateja wetu wa Uingereza na Nige

Orodha ya Amadeus Altea

KQ iliendelea kushirikiana na kundi ia Air France-KL
matumizi ya mfumo wa kuweka orodha wa Amadeus A
sehemu ya mpango mkubwa wa kuhama kutoka mfumo
France-KLM wa mitambo ya kushughulikia wasafiri (kuhif
na kuuza tikiti, na usimamizi wa kuondoka katika uwanja
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raurija ya Afjidu MiKuu (undendadeiedaq)

Katika upande wa mzigo, Kenya Airways imebadilisha
taratibu zake na kuunganisha Mauzo ya Mizigo na
ile ya kutunza mizigo ikiengozwa na meneja mkuu,
Katika utaratibu huu mpya, ngazi ya kuingilia ndege
katika eneo la mizigo itasalia katika Huduma za
Viwanjani.

Uteaji Huduma

Tunaendelea kukadiria utendaji kazi wetu dhidi
ya malengo tuliyokubaliana. Tuliangazia vigezo
maalumu vya utoaji huduma mwaka uliopita. Baada
ya kupokea matokeo mazuri kwenye utaratibu
wa wasafiri kupanga foleni mwaka uliopita, sasa
tunaangazia usafirishaji wa mizigo. Matumizi na
utenda kazi wa mfumo wetu wa ukaguzi wa mizigo
zimeimarika pakubwa kwa takribani asilimia 100. Kwa
sasa, tunaelekeza jitihada zetu kwa utoaji huduma
kwa wateja wetu na kutoa mafunzo maalumu kwa
watumishi wetu wanaotangamana na wateja moja
kwa moja.

Miradi

Kama sehemu ya mfumo wa pamaja wa usimamizi
wa huduma, tumekuwa tukitekeleza mpango
unachusiana wa kudhibiti kitovu chetu (HCS).
Uzinduzi wa HCS ulifanywa kwa awamu tatu na
utekelezaji kamili unatarajiwa kukamilika kufikia
mwisho wa Aprili 2010, mapema kulike ilivyopangwa.
Tunatarajia mabadiliko bora kwa namna raslimali
zZinavyotumika.

Mashirika ya ndege ambao ni wateja

HatiyaISAGO ni nembo ya ubora katika shughuli za
viwanjani. Jitihada zaidi zilifanywa kuainisha utoaji
huduma wetu na matarajio ya wateja. Wakati huo,
tulianzisha huduma za viwanjani kwa mashirika ya
ndege ya Etihad na Singapore, Nairobi na Air Italy
na Ethiopian Airlines, Mombasa. Mpango maalumu
umeanzishwa kuhakikisha tunazingatia Mikataba

I T T L -

Katika mwaka uliopita wa kifedha shule ya mafunzo ifihitajika
kuwasajili wanafunzi wa kiufundi kujaza pengo la wafanyikazi
waliokuwa wakistaafu na pia kutimiza mahitaji ya upanuzi ya
shirika. Lengo lilikuwa kuachana na mwelekeo wa awali wa
kuwafunza wanagenzi kisha baadaye kuwapa kibali cha uhandisi,
na sasa kulenga mafunzo ya kimsingi ya uhandisi ili kuwa na
wafanyikazi chini ya kiwango cha wahandisi walio na kibali. Mpango
huo ulikumbwa na hitilafu kadha kutokana na jinsi mahitaji ya
usajili yaliwekwa na |dara Inayesimamia Maslahi ya Wafanyikazi
(Human Resource), na kumaanisha hakuna wanagenzi wapya
walioandikishwa katika mwaka uliopita wa kifedha.

Katika mwaka huu wa kifedha mpango huu umeratibiwa kuendelea,
huku ukilenga mahitaji ya ujuzi wa kazi. Hii itahitaji ushirikiano na
mashirika yaliyestawi ambayo yatatupa vifaa vya mafunzo hapo
mwanzo kabla ya Kenya Airways kuwa na uwezo wa kujinunulia
vyake na kutoa mafunzo. Kundi la kwanza limepangwa kusajiliwa
kabla ya mwisho wa Septemba 2010,

Kufikia sasa agenda ya Ustawi Endelevu (Continuous Improvement-
Cly kwa Idara ya Ufundi imeundwa na iko tayari kutumika na kila
kitengo cha idara hiyo. Mikutano ya vitengo inaendelea, miradi
ya kuimarishwa imetambuliwa na kuorodheshwa na mipango
yenye maelezo ya kina imewekwa. Uchanganuzi wa wadau pia
unaendelea vyema.

Mradi wa kuweka mfumo wa mitambo imara ya uhandisi, The Open
Aviation Strategic Engineering Systems (OASES), ulianzishwa
katika Kenya Airways ili kulainisha utaratibu wa shughuli zote za
idara. Unahifadhi na kutoa ripoti ya taratibu zote za kudumisha
mitambo, jinsi muda wa wafanyikazi unavyotumika na vipi vipuri
vinapatikana. Mradi huu ulianzishwa Agosti 2008 na Afisa Mkuu
Mtendaji na Wakurugenzi wa Idara ya Ufundi na Mifumo va
Mawasiliano. Manufaa muhimu yanayotarajiwa na yaliyoshuhudiwa
kufikia sasa ni pamoja na kuimarika kwa uzalishaji na kupungua kwa
gharama ya kudumisha utendakazi wa vifaa. Mradi pia umechangia
kuboresha upatikanaji wa habari, utoaji wa ripoti za utendakazi
na uwekaji mipango hususan ya kudumisha utendakazi wa ndege.

Mipangeo (Planning) na Uzalishaji (Production) zikianz
mwishoni mwa Mei 2009. Hatua hii kubwa ilidokezwa r
kikamilifu kwa mara ya kwanza kwa mfumo wa OASES,
na kubainiwa matokeo yake kwenye ndege (OASE
on the Boeing 737-800 fleet). Uandalizi na uwekaji
umeshatekelezwa katika aina zote za ndege zetu h
ya mwisho iliyowekwa ikiwa ni aina ya Boeing 737-3(
ilianza kutumia mfume huu Februari 2010. Maendeleo
mwaka wa kifedha wa 2010/2011 utahusu uimarishaji
kwa kuujumuisha na mfumeo wa OCC uliotajwa awali k
hii, ili safari za ndege ziwe zinaonekana moja kwa r
Idara ya Uhifahdi nazo shughuli za kudumisha uter
ndege hizo zikifahamika na OCC.

Moja ya mikakati ya mradi wa OASES ni kuujumuisha
wa Mpango wa Matumizi ya Rasilimali za Kibiashara
Resource Planning-ERP). Awamu ya kwanza ya mfumo
kutekelezwa Aprili 6, 2010. Mikakati ya kuujumuisha piz
wa Usimamizi wa Vituo vya Ndege (Sabre Aircentre S
inaendelea na inajumuisha utekelezaji wa taratibu za
udhibiti na utegemezi (OASES Line Maintenance C
Dispatch Reliability), zinazolenga kubaresha shughuli
na utegemezi. Taratibu kadha mpya pia zinatarajiwa kat
pili na tatu za mwaka huu, zikiwemo Mbinu ya Kuleta }
Kifaa cha Kujumuisha Mipango na Vipimo Muhimu vya L
ambazo zinatarajiwa kuleta manufaa muhimu kwa idara
mipange na usimamizi,

Marekebisho ya kiufundi kwa Wakati unaofaa (OTP) ur
viwango vya wastani vya asilimia 95.25. Hata hivyo, jit
za kuimarisha hari hiyo zinahitatika kufanywa. Mipang
muda mfupi inafuata utaratibu maalumu na ingawa Ku
Uharibifu kwenye ndege bado ni changamoto, tutaendel
mipango ya kurekebisha hali hiyo. Sasa, tunadhibiti sha
za ukarabati mdogo huku tukiunganisha Kitue cha Uk
vipuri vya ndege iliyokwama na huduma ili Kufungua |
cha kudhibiti operesheni.

Ripoti kuhusu ndege sasa zinatolewa kwa haraka,
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Corporate Governance

“Corporate governance is the process by which companies are directed,
controlled and held to account”.

The Kenya Airways Board of Directors is responsible for the overall management of the
governance of the airline and is accountable to the shareholders for ensuring that the
company complies with the law and the highest standards of best practices in corporate
governance and business ethics. The Directors are committed to the need to conduct the
business and operations of the airline and the group with integrity and in accordance with
generally accepted corporate practice and endorse the internationally developed principles
of good corporate governance,

Board of Directors

The full Board meets at least five times a year. The Directors receive all information rel-
evant to the discharge of their obligations in accurate, timely and clear form so that they
can guide and maintain full and effective control over strategic, financial, operationat and
compliance issues. Except for direction and guidance on general policy, the Board has def
egated authority for conduct of day-to-day business to the Group Managing Director and
Chief Executive Officer. The Board nonetheless retains responsibility for establishing and
maintaining the airline’s overall internal control of financial, operational and compliance is-
sues as well as implementing strategies for the fong term success of the airline,

Nine out of the eleven members of the Board are non-executive including the Chairman of
the Board, and all, other than the Group Managing Director, Group Finance Director and
two KLM Directors are subject to periodic reappointment in accordance with the company's
Articles of Association. The Directors have a wide range of skitls and experience and each
contributes independent judgement and knowledge to the Board's discussions.

Committees of the Board
The Board has three standing committees, which meet regularly under the terms of refer-
ence set by the Board.

The Board has constituted an Audit and Risk Management committee which meets four times
a year or as necessary. Mr. Dinesh Kapila, an independent non executive Director chairs this
sub committee whose other members include Mr. Joseph K. Kinyua, Mr. Jos Yeenstra and
Mr A Makatiani . Its responsibilities include review of the integrity of the financial statements
and formal announcements relating to the group's financial performance, compliance with
accounting standards, liaison with the external auditors, remuneration of external auditors

e L N T S T T TS

Staff and Remuneration Committee

There is a Staff and Remuneration committee of the Board. Its membership
Mr. Denis Afande, also an independent non executive Director and Chairman, Mr. |
per and Mrs Salma Mazrui - Watt, The committee meets quarterly or as required
mittee is responsible for monitoring and appraising the performance of senior mat
inciuding the Group Managing Director, review of all human resource policies, de
the remuneration of senior management and making recommendations to the Bo
remuneration of non executive Directors. The Group Managing Director and the [
Human Resources attend all meetings of the committee.

Noeminations Committee

There is @ Nomination committee of the Board. Its membership comprises Mr
Mwaniki (Chairman), Mr. Peter Hartman, Mr. Joseph Kinyua and Mr. Denis Afande
mittee meets once a year or more if necessary. The committee is responsible fo
ing and nominating for the approval of the Board, candidates to fill Board vat
and when they arise. In so doing, consideration is given to succession planning, t
account the challenges and opportunities facing the company, and to ensure tha
essary skills and expertise are available on the Board in the future. This committe
praises the role, contribution and effectiveness of the non-executive Directors. -
Managing Director may also be invited to attend this meeting.

Internatl Controls

The group has defined procedures and financial controls to ensure the reportin
plete and accurate accounting information. These cover systems for obtaining
for major transactions and for ensuring compliance with laws and regulations
significant financial implications. Procedures are also in place to ensure that :
subject to proper physical controls and that the organization remains structured
appropriate segregation of duties. In reviewing the effectiveness of the systems
control, the Board takes into account the results of all the work carried out to
review the activities of the Group. A comprehensive management accounting
in place providing financial and operational performance measurement indicator
meetings are held by executive management to monitor performance and to agre
sures for improvement,

The airline is committed to the highest standards of integrity, behaviour and ethi
ing with all its stakeholders. A format code of ethics has been approved by the E
is fully implemented to guide management, employees and stakeholders on acce,
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Financial Highlights & Operational Statistics

Turnover NO H.Q Turnover 2009

Europe kenya
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Corporate Information

EXECUTIVE DIRECTORS

NON EXECUTIVE DIRECTORS

SECRETARY

REGISTERED OFFICE

REGISTRARS

AUDITORS

PRINCIPAL BANKERS

A. Ali - Appointed 29 May 2009 and resigned 28 January 2010

J. Veenstra - Alternate to R Schipper and P F Hartman

Dr. T. T. Naikuni - Managing Director

A. W. Mbugua - Group Finance Director

E. Mwaniki - Chairman

D. Kapila )

M. Cheserem - Resigned 4 June 2009

J. Kinyua

D. D Afande

R. Schipper

P. F. Hartman

A. Makatiani

C. Njiru - Appointed 28 January 2010
S. Mazrui - Appointed 28 January 2010
Fiona Fox

Certified Public Secretary (Kenya)
Integer Business Services

P O Box 1122, CO606

Nairobi

Kenya Airways Headquarters and Base
Airport North Road, Embakasi, Nairobi
P. 0. Box 19002, 00501

Nairobi

Custody & Registrars Services Limited
6th Floor Bruce House, Standard Street
P O Box 8484, COI100

Nairobi

Deloitte & Touche

Certified Public Accountants (Kenya)
Deloitte Place, Waiyaki Way, Muthangari
P.0. Box 40092, 00100

Nairobi

Barclays Bank of Kenya Limited
Barclays Plaza

P. 0. Box 30120, 00100

Nairobi
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Statement of Directors’ Responsibilities

The Kenyan Companies Act requires the directors to prepare financial statements for each financial year which give a true and fair view of the state of affairs of the group and of tt
as at the end of the financial year and of the group's operating results for that year. It also requires the directors to ensure that the group and the company keep proper account
which disclose with reasonable accuracy at any time the financial position of the group and the company. They are also responsible for safeguarding the assets of the group.

The directors are responsible for the preparation and fair presentation of these financial statements in accordance with International Financial Reporting Standards and in t
required by the Kenyan Companies Act. This responsibility includes: designing, implementing and maintaining internal controls relevant to the preparation and fair presentation
statements that are free from material misstatement, whether due to fraud or error: selecting and applying appropriate accounting policies; and making accounting estimat
reasonable in the circumstances.

The directors accept responsibility for the annual financial statements, which have been prepared using appropriate accounting policies supperted by reasenable and prudent j
and estimates, in conformity with International Financial Reporting Standards and in the manner required by the Kenyan Companies Act. The directors are of the opinion that tf
statements give a true and fair view of the state of the financial affairs of the group and of the company and of the group's operating results. The directors further accept res
for the maintenance of accounting records which may be relied upon in the preparation of financial statements, as well as adequate systems of internal financial control.

Nothing has come to the attention of the directors to indicate that the company and its subsidiaries will not remain going concerns for at least the next twelve menths from |
this statement,

Evanson Mwaniki Titus Naikuni
Director Director
3rd June 2010

Nairobi
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Consolidated Income Statement for the year ended 31 March 2010

2010
Notes KShs'million KS

Turnover 4 70,743
Direct costs 5(a) (44,376)
Fleet ownership costs 5(b) (9,102)
GROSS PROFIT 17.265
Overheads 5(c) (15,426)
Finance costs 6(a) (1,485)
Finance income 6(b) 372
Realised losses on fuel derivatives 7{a) (3,771
Fair value gains/(losses) on fuel derivatives 7(b) 6,140
Other (losses)/gains B {501
Share of results of associated company 17{c) 77
PROFIT/(LOSS) BEFORE TAXATION 9 2,671
TAXATION (CHARGE)/CREDIT 10¢a) {636)
PROFIT/(LOSS) FOR THE YEAR 1 2,035
PROFIT/(LOSS) ATTRIBUTABLE TO:
Equity holders of the company 2,034
Non-controlling interest 1

2,035
EARNINGS/(LOSS) PER SHARE (KShs) - Basic & diluted 4.40
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Consolidated Statement of Financial Position 31 March 2010

2010
Notes KShs'million RS
ASSETS
Non current assets
Property, plant and equipment 14(a) 49,856
Intangible assets 15 899
Prepaid operating lease rentals 16 1,641
Investment in associated company 17(c) 526
Aircraft deposits 19 2,351
Deferred tax asset 29 32
Fuel derivatives 20(b) 100
- i 55,405
Current assets
Inventories 21 1,543
Trade and other receivables 22 9,045
Due from related companies 35(b) &
Corporate tax recoverable 10(c) 832
Fuel derivatives 20(b) 309
Deposits with financial institutions 23 3,01
Bank and cash balances ) 24 312
T 17,858
TOTAL ASSETS 73,263
EQUITY AND LIABILITIES
Capital and reserves
Share capital 25 2,308
Revenue reserve 26(a) 17,641
Cash flow hedging reserve o o 26(b) B ~ (26)
Equity attributabie to equity holders of parent company 19,923
Non controlling interest i 2 o _ 50
Total equity B . 19,973
Non-current iiabliities
Borrowings 28(b) 23,386
Deferred tax liability 29 6,918
Fuel derivatives 20(c) -
Deferred income ) 33 2,065
B . ) | 32,369
Current liabilities
Fuel derivatives 20(c) -
Sales in advance of carriage 30 8,700
Trade and other payables 3t 7,151
Accruals for staff leave entitlements 32 1,253
Deferred income 33 174
Unclaimed dividends 13 109
Corporate tax payable 10(c) -
Borrowings _28(b) 3,534
20921
73,263

The financial statements on pages 54 to 100 were approved by the board of direciare an 2rd hine 2010 2nA wara cimmead nm e b o€ b
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Consolidated Statement of Changes in Equity for the year ended 31 March 2010

Cash flow Attributable Non

Share Revenue hedging to equity controlling
capital reserve reserve holders interest Tote
KShs'miliion KShs'million KShs'million KShs'million KShs'mitlion KShs'miliiol
At1 April 2008 2,308 20,960 3.314 26,582 - 26,58,
Dividends paid for financial year 2008 - (808) - (808) - (808
Loss for the year - (4,083) - (4,083) - (4,083
Other comprehensive loss for the year - - {4,515) (4,515) - (4,515
At 31 March 2009 2,308 16,069 {1,201) 17,176 - 17,17¢
At 1 April 2009 2,308 16,069 (1,201) 17,176 - 17 17
Dividends paid for financial year 2009 - (462) - (462) - (462
Shares issued to non controlling interest - - - - 49 4¢
Profit for the year 2,034 - 2,034 1 2,03!
Other comprehensive income for the year ) - - 1175 1L,I75 - 117°
At 31 March 2010 2,308 17,641 (26) 19,923 50 19,97
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Consolidated Statement of cash flows for the year ended 31 March 2010

CASHFLOWS TROM SRl AT G aCTh

=
-
i
W

Cash generated from operations
interest paid

interest received
Taxation paid
Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment
Purchase of intangible assets

Prepaid lease rentals

Deferred expenditure

Deposits refunds received

Deposits paid for aircraft purchases
Proceeds of disposal of property and equipment
Net cash used in investing activities

CASHFLOWS FROM FiNANCING ACTIVITIES

Dividends paid

Repayment of iong term borrowings

Redemption of/(investment in) held to maturity investments

Proceeds of maturity of/(investment in) short term deposits maturing over 90 days
Net cash (used in)/generated from financing activities

INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR

Notes

34(a)
&(a)

6(b)
10(c)

14(a)
15
16

19
19

28(c)

_34(b)

2010

AShs milligr

7,801
(1,485)
372
(209)
6,479

(3,.819)
Moy

55

(72)
209
(3,737)

(393)
(3,676)

2,066
(2,003)

739
2,373
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Taarifa ya Mwenyekiti (unaendelea)

ya mabaharia 263, zingali zinashikiliwa mateka
na maharamia hao wanaodai fidia. Hii imechangia
kuongezeka kwa gharama za uchukuzi wa meli na
pia malipo ya bima.

Licha ya changamota hizo zote, hali ya baadaye ya
kiuchumi katika mataifa ya kusini mwa _'m:os.m la
Sahara ni ya kutia moyo kutokana na uthabiti wa
kisiasa na kiuchumi, nafasi nyingi za uwekezaji katika
rasilimali kama mafuta, gesi na madini mengine,
kilimo cha kiwango kikubwa, miundo msingi ya
uchukuzi na mawasiliano na Afrika kuwa kivutio kwa
nchi za mashariki, hasa China. Hatua va kihistoria
ya Kembe la Dunia kuandaliwa bara la Afrika kwa
mara ya kwanza, Afrika Kusini inatarajiwa kuwa na
matokeo mazuri Kwa jumla ya mapato ya baadhi
ya nchi za Afrika na hivyo kuchangia kuharakisha
kuafikia kwa Malengc ya Maendeleo ya Milenia
(MDG) na kuchangia kufufua ukuaji wa uchumi.

Kenya
Jumla ya mapato kwa kila Mkenya yaliongezeka
mnamo 2009 kwa asilimia 2.3 hadi Dofa 1,750 kutoka
Dola 1,711.63 mnamo 2008 kwa mujibu wa Shirika
la Fedha Duniani (IMF). Nyongeza hii inatokana na
sekta za uteng'enezaji bidhaa, ujenzi, kilimo, utalii

uchukuzi na mawasiliane, Kulikuwa pia na nyongeza
maradufu ya mtaji na hivyo kuchangia kwa faida
katika sekta ya benki. Nchi pia

nufaika na Mipango
ya Kusisimua Uchumi na miradi ya ujenzi wa
barabara kote nchini.

Kwa mujibu wa Benki Kuu ya Kenya (CBK), gharama
ya maisha kwa kipindi cha miezi 12 iliendelea
kushuka mwaka mzima. llipungua kutoka asilimia
13.3 mnamo Januari 2009 hadi 5.3 mnamo Desemba
2009. Kupungua huko kuliendelea hadi Januari 2010
huku gharama ya maisha ya miezi 12 ikididimia zaidi
na kufikia asilimia 4.7. Kupungua huko kwa 2009

ya chakula, bidhaa na huduma za matibabu, burudani na elimu na
bidhaa na huduma za kibinafsi. Kiwango cha wastani cha gharama
ya maisha cha kila mwaka kilipungua kutoka asilimia 16.5 mnamo
Januari 2009 hadi 8.5 mnamo Januari 2010. Malimbikizo ya madeni
yalicngezeka kwa asimilia 3.5 katika nusu ya kwanza ya kipindi cha
matumizi ya fedha za Serikali mnamo 2009/10 na kufikia Ksh 1,114.9
bilioni mname 2009, kutcka Ksh 1,053.7 bilioni mnamo Juni 2009.
Uwiano wa deni |a kigeni na jumia ya mapate ya nchi (GDP ulipungua
kutoka asimilia 22.4 mnamo Juni 2009 hadi asilimia 21.8 mnamo
Desemba 2009, ilhali uwiano wa deni la humu nchini na jumla ya
mapatoe ya nchi uliongezeka kutoka asilimia 21.7 hadi asilimia 24.0
katika kipindi hicho.

Hali ya urari wa biashara wa Kenya iliimarika kutoka upungufu wa
Dola 30milioni mnamo Novemba 2008 hadi nyongeza ya Dola 552
mnamo Novemba 2009, Kuimarika huko kuliashiria nyongeza ya
ziada ya mtaji na fedha ikilinganishwa na upungufu wa akaunti ya
hundi. Shilingi ya Kenya iliimarika kwa kiasi kidogo dhidi ya Dola
kutoka Sh78.70 hadi $h75.50 kufikia Desemba 2009, Hata hivyo,
ilipoteza thamani dhidi ya Pauni ya Uingereza na Uro. Kieneo,
Shilingi ya Kenya iliendelea kuimarika kwa kiwango kidogo dhidi ya
Shilingi za Uganda na Tanzania. Nyongeza ya Urari wa malipo ya
Kenya ilididimia hadi Sh3.4bilioni (Sh45milioni) mnamo 2009 kutoka
Sh21.5bilioni (Dela 287milioni) mwaka uliopita. Thamani ya bidhaa
zilizoagizwa kutoka nje ilipungua kwa asiltimia 8 hadi Dola 10.14bilicni
kufikia Septemba 2009 huku gharama ya kuagiza mafuta ikipungua
kutokana na kupungua kwa bei ya petroli kimataifa. Mauzo katika
nchi za nje pla yalipungua, kwa asilimia 9 hadi Dola 4.47 4bilioni kwa
mujibu wa tathmini ya kiuchumi ya hivi karibuni zaidi ya Benki Kuu
ya Kenya.

Bei ya vyakula duniani ilipanda tena mnamo 2009. Kielezo cha
Benki ya Dunia kuhusu chakula kiliongezeka kwa asilimia 23 kati
ya Januari na Desemba 2009. Huku kielezo cha bei ya chakula kwa
2009 kilikuwa kwa wastani, asilimia 17 chini ya kile cha 2008, bei
kwa jumla zilikuwa za juu 2007. Bei ya mahindi Kenya hutegemea na
vurugu zitokanazoe na uchaguzi na kiangazi na iliongezeka wakati wa
nusu ya pili ya 2008 hadi 2009 wakati bei za kimataifa zilipungua.

Sekta ya kilimo ilishuhudia matokeo tofauti mwaka huo hadi

haikuwa ya kutegemewa huku baadhi ya maeneo yaki
kikubwa cha mvua huku zingine zikipokea kiasi cha
kawaida, na hivyo kusababisha uhaba mkubwa wa chakl
mimea ya kuuzwa, majani chai na mboga na matunda
kutokana na kiangazi cha muda mrefu.

Kiasi kilichotumwa kutcka nje kupitia taratibu rasmi kilic
asilimia 2.9 mnamo Februari 2010, ikilinganishwa na kur
asilimia 6.6 mnamo Februari 2009. Vyanzo vya pesa hi
vile vile huku Amerika kaskazini ikiongoza kwa asilimi
sehemu zingine za dunia zikifuata na asilimia 19, Nyo:
iliyoshuhudiwa mnamo Februari 2010 ni kutokana na kuir
hali ya uchumi katika sehemu hizo na pia matumaini ya
kwa uchumi nyumbani. lkilinganishwa na miaka min
ilikuwa na kiasi cha chini zaidi cha Dola 609mikioni has

na kuzorota kwa uchumi i ganishwa na 2007 ambap

na Dola 611 milioni.

Pendekezo la Serikali kutangaza dhamana za ustawish
msingi kwenye bajeti ya 2009/10 inaashiria umakinifu
tatu hasa barabara, kawi, maji, uzoaji maji taka na unyun
mashamba. Dhamana hizi zimefanya vyema na kuzua
nchini. Mapato ya Kenya kutokana na utali yaliong
astimia 18 hadi Shé2.4bilioni mnamo 2009 ikilinganishwe
uliopita, Hii kwa kiasi fulani ni kutokana na nyongeza

30 ya watalii waliowasili, kwa mujibu wa Halmashauri
nchini (KTB). Sekta ya utalii ambayo ndio ya tatu kwa uku
kuiletea nchi hii mapato baada ya mboga na matunda nan
iliathiriwa pakubwa na ghasia za baada ya uchaguzi map
“Kwa 2010, tunaazimia kurejelea ufanisi wa kihistoria

asema mwenyekiti wa KTB, Jake Grieves-Cook akizung

jumla matarajio ya sekta hiyo kwa muhtasari.

Matarajio ya 2010 ingawa ni mazuri, yanaweza kuathiri
ya kisiasa inayokuja kutokana na mchakato wa marel
katiba na hatimaye kura ya maoni inayotarajiwa Agostir
na kushtakiwa kwa waliotekeleza mauaji baada ya ucha
Matumaini ya ukuaji wa uchumi yanatarajiwa kuonge
zaidi ukichochewa na mazingira bora va kibiashara. ki
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Mr. Mohan Chandra | Mr. Bram Steller | Mr. Kevin Kinyanjui
Mr. Yves Guibert | Mr. Alex Mbugua | Dr. Titus Naikuni
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The Management Team (Biographies)

Dr. Naikuni helds a Bachelor of Science Honours Degree in Mechanical Engineering from the
University of Nairobi. He is also a graduate of the Harvard Business School's Management
Development Programme (PMD71) and was awarded a Doctor of Science Engineering by the
Jomo Kenyatta University of Agriculture and Technology in 2008, an honorary award in
recognition of his contribution to development. He joined the Magadi Soda Company in 1979 as
a trainee engineer and rose to the positions of Managing Director of that company in 1995 and
Managing Director of the Magadi Railway Company (a subsidiary of Magadi Soda Company) in
1996, Between August 1999 and March 2001 Dr. Naikuni was @ member of a team of World Bank
sponsored Kenyan technocrats, known as the “Dream Team” who were engaged by President
Moi to turn around the Kenyan economy. In this capacity Dr. Naikuni served as permanent
secretary to the Ministry of Information, Transport and Communications and was a member of
the Board of Kenya Airways during that period. He returned to Magadi Soda Company in April
2001 where he continued to serve as Managing Director of Magadi Soda and Magadi Railway
Companies, a position he held up to his present Appointment with Kenya Airways in February
2003. Dr. Naikuni has had extensive hoardroom experience having served on various company
boards including as a member of the board of Brunner Mond (South Africa), as Chairman of
the Kenya Power & Lighting Company and as Chairman of Housing Finance Company of Kenya
Limited, He received the Manager of the Year Award in Kenya in 2002. He is currently a board
member of Maersk Kenya Ltd, Access Kenya Ltd, CFC Bank Kenya Limited, East African.

Mr. Bram Steller ; Chief Operating Officer (63) e
Mr Bram Steller holds Netherlands’ Nationality and is an MBA graduate with specialization in
Organizational Consultancy and Marketing Strategy. He- also holds a Bachelors Degree in
Electronics Engineering. He worked with Kenya Airways as Commercial Director in 2000/01
before moving on to Jet Airways in 2002/03 as the Executive Vice President, Commercial with
Jet Airways in Mumbai, India and Managing Director of Trans-Maldivian Airways from 2003 to
2008. With a career spanning over 30 years in the aviation industry, 25 of which were served
with KLM Royal Dutch Alrlines, lastly as Vice President Middle East, Central and South Asia
based in Dubai, UAE, Mr Steller brings with him a wealth of experience in networking, scheduling,
marketing, sales, cargo, in-flight and ground services. Previous postings were in Lagos,Nigeria
between 1979 and 1982, Cairo, Eqypt hetween 1984 and 1986 and Stockholm,Sweden between
1986 and 1990, He re-joined Kenya Airways on 15th August 2008.

Mr. Alex W. Mbugua ; Group Finance Director (46)

Mr. Mbugua is @ Member of both the Institute of Certified Public Accountants and Institute

1985 with KPMG Nairobi. In 1990, he joined the commercial world where he held seni
positions with Lonrho East Africa and Bain Hogg Insurance. He then moved to Joh
South Africa in 1999 to work as a Business Processing Consultant with Pricewaterhou
Before joining Kenya Airways in July 2008, he was the Chief Financial Officer-Africa for
Ashanti's African operations for a period of 5 years, also based in Johannesburg. He |
years boardroom experience gained from sitting in several boards in Kenya, across
Europe. He joined the board of Kenya Airways as Group Finance Director in August 21

Captain Paul K. Mwangi ; Director Flight Operations (51)
Captain Paul Mwangi is an alumnus of Alliance High School and a firm believer in ti
motto “strong to serve”. He has served Kenya Airways in various capacities since 19
Director of Flight Operations, he is responsible for the training and operations of ¢
and cabin crew) and for In-flight Management. He joined the airline in 1984 at the

initially as a cadet officer and then as a co-pilot. He underwent progressive training ir
of various fleets and recently checked out as Captain of Boeing 777. During his exter
career, he has flown a number of aircraft including Fokker 27s and 50s, Boeing 737s,
Boeing 767 and now Boeing 777. He not only serves Kenya Airways as a Captain but
the role of instructor and examiner for the Kenya Civil Aviation Authority and is &
lecturer in Airfine Operations for the Moi University MBA Program. Capt. Mwanagi joi
Airways management in 199B as the Manager of Quality Systems and Standards. Sin
has served in various diverse roles including Fleet Manager for the Airbus A310-300, E
Head of Fleets Managerment, Head of Operations Control Centre and is currently the |
Flight Operaticns. In addition to obtaining his Airport Transport License (ATPL) in Oxf
also holds an MSC degree in Air Transport Management from the City University of L
has complemented his training with IATA Diplomas in Airline Qperations and Airtine
Management in Geneva and recently successfully completed the Programme for Mz
Development (PMD) at The University of Cape Town, South Africa.

Allan Fullilove ; Technical Director (49)

Mr. Fullilove started an Engineering Apprenticeship with British Airways in 197B. Ove
with them, he acquired a considerable amount of experience covering all aspects

maintenance in the areas of planning, technical support and heavy and line ma
Thereafter, he worked for British Midland as Hangar Foreman. After developing va
within the company, he moved to KLM UK working first as the Line Maintenance Manage
as the Head of Base Maintenance introducing change management processes and e
development ideas. He then joined Monarch Aircraft Maintenance in the role of Head o
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Word from the Chief Executive

“By opening new routes,
we believe that we will
have played our part in
opening up Africa for the
expansion of trade and
creation of investment
opportunities”

) D Titus Naikuni
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Word from the Chief Executive (cont’d)

Developing our Success Factors

The adepted Company's Success Factors have
been develeped into a behavioral competence
framework with competences defined at four levels
of responsibility. These are recruitment, selection,
performance management and succession planning.
fn order to complement the respective skills trainings
that staff are currently undergoing, and also to equip
staff with the skills required at each new tevel, a
series of leadership development programs are being
introduced with a much higher emphasis on ensuring
improvements in 'on-the-job’ performance. As an
integrated series of development programs, they
provide the company with a leadership development
pipeline and employees with a structured approach
for fulfilling their leadership potential. The pilots
programs have been well received by both the
users and the business. These programs include
Personal Effectiveness, Learning to Lead, Business
Leadership, Advanced Business Leadership and
Executive Development.

Continuous Improvement (Cl)

Continuous Improvement (CI) refers to the
process of adopting a set of best practices to help
organizations consistently deliver excellent service,
eliminate waste and exceed benchmarked targets.
By adopting these practices and making them a way
of life within the organization, companies are able
to sustain excellence in their performance thereby
achieving the status of "World Class Operations.”
By improving its process flow, Kenya Airways hopes
to achieve this status. This will be accomplished by
focusing on practices such as; Team Work, "the 55"
(Sort, Shine, Store, Standardize and Sustain), Visual
Performance Measurement, Focused Improvement
and Leading and Managing Change. These practices
are aligned to the 2010/11 company mission which

L R T T T .

best practices a way of life, the airline will be better equipped
to address issues such as maintaining an organised and safe
working environment, improvement of productivity and efficiency,
elimination of waste and mapping company processes. These
best practices not only benefit the business but also assist the
individual to tap into and utilize their full potential,

IATA Programs

Kenya Airways partnered with IATA in designating the Kenya
Airways Pride Centre as a regicnal training centre for IATA training
proegrams. The programs are run on a commercial basis and are
cpen to all, across the African region and the rest of the world.
In November 2009 the first two courses with external fee paying
participants were held. These courses were “Station Ground
Handling Management” and "Flight Operations Management
Training”, which hosted participants from all corners of the globe,
With such devetopments, it is envisaged that the Kenya Airways
Pride Centre will emerge as the premier aviation training facility
in the region.

Employee Relations

The year 2009/2010 has seen the company actively engaging the
two main aviation unions, the Kenya Airfine Pilots Association
and the Aviation and Allied Workers Union in a bid to enhance
industrial harmony and strengthen employee relations.

In August 2009, there was an industrial action that lasted for 2
days following deadlock in the collective bargaining agreement
negotiations with AAWU. Further engagement with both parties and
the support from both COTU and FKE resultedin a return to work
formula and an agreed agenda on specific actions that were seen as
key to restoring industrial harmony in the company. The company
and AAWU also signed an interim CBA which came into force
effective 1st July, 2008. Line managers and union representatives
attended atraining programme styled "'Strengthening Our Pride”
in a bid to foster better refationships and in dealing with day to
day people issues across the company. Changes in leadership
in both unicns brought new challenges with regard to fostering
partnerships, building a sound industrial relations atmosphere and

Survey with a view to assessing the general staff cl
company in order to improve the general work culture
performance through better workplace practices. Ther
survey have been rolled out to the staif wheo are curre
Team Coordinators who will spearhead the improven
The Embakasi Housing Project initiative was geared
provision of decent affordable accommodation and t«
proximity to JKIA for Kenya Airways employees, The
the project is to house staff members who work on

odd heurs and also to assist the staff to acquire prep
working life. in order to achieve the project objectiv
was sold at book value to subsidise the cost of the ui

A total of 624 staff expressed interest in owning the
using an agreed criteria for seiection, 332 members o
accorded first priority in the allocation of 156 two (
and 176 three (3) bedroom houses. NEMA approvals h
been granted and the project is currently awaiting co
the land transfers to allow a ground breaking ceremon:
our commitment to transforming KQ to be a better pl:
to work as well as 'strengthening our pride’, the KQ
day was held on 28th November, 2009, This is a day r
employees and families to have an opportunity to bo.
relax and have fun. At this year's event, 427 of our Ic
staff were recognized.

Medical and Occupational Health

F/¥Y 2009/10 saw an increase in the number of staff in:
Department. An additional two quatified permane
professional staff were recruited. In order to increase
and cost effectiveness and in order to streamline servi
laboratory and pharmacy services were outscurced.
also sourced the services of anin-house counselor who
at the clinic on designated days to offer counselin
Other services initiated in the year included sourcing air
services for staff in remote areas and outstations, A
solution has alse been finalized and will help facilit:
identification and track allocations efficiently, The cor
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Word from the Chief Executive (cont’d)

Schedules, Inventory, Seating and Re-accomedation
modules of the system. The final migration to Altea
Inventory took place in June 2010. Altea Inventory
has a tight integration with Altea Reservation, is
more customer centric and will therefore greatly
enhance the service offered to customers.

Amadeus E-Ticket Direct and Galileo ETAT

Amadeus E-Ticket Direct and Galileo ETAT products
enable authorized travel agents in Non IATA/BSP
markets to also issue electronic tickets on KQ
e-ticket stock. These products enhance e-ticket
distribution in Non IATA/BSP markets, check on
un-reported sales (which are common with paper
tickets) and defiver savings on paper ticket printing
and distribution costs. The products will alse extend
e-ticket benefits enjoyed in BSP markets to KG
customers in Non BSP markets. During the year
this was implemented in the following Non IATA/
BSP markets: Sudan, DRC, Rwanda, Burundi, Sierra-
Leone, Seycheiles, Djibouti and Madagascar.

Airports Systems Infrastructure in Africa

The IS team rolled out mabile check-in counters in
a number of airports in Africa such as Bujumbura,
Kinsasha, Gaberone, Douala, Zanzibar and
Lubumbashi. This has enabled our passenger service
staff in those airports to wheel out these mobile
counters from the back office to the front office
when checking in passengers for a flight. They can
then wheel them to the back office after the flight
has departed. This has led to better security for
the check in computer equipment, which means
customers are better served and checked in for
their flights and onward connections.

IS Security

len arAiFimre Fe devvrm e b ivmrd mem el s0m o e AL o

for hardening the systems for better security against external
and internal threats. During the year, we conducted such security
reviews on & systems. The vulnerabilities identified have been
remedied.

FLIGHT OPERATIONS

Recruitment and training of crew remains a key objective of the
Flight Operations Department. 24 ab initio pilots were recruited
within the year and are currently on training in South Africa while
23 Direct Entry Pilats joined the company and have now been fully
trained. The pilots’ strength at the close of the financial year was
337 compared to a target of 370. The company plans to narrow
the gap with the return of 22 ab initio pilets in Sep/Oct 201D
upon completion of their training and the recruiting of 24 Direct
Entry Pilots planned for the coming year, Our Cabin Crew staff
complement is at 821 with recruitment planned for an additional
50 in the next financial year to cater for network growth,

In order to enhance communication and career progression for
our cabin attendants, the Flight Operations Department made
structural changes to the function of the Head of In-flight by
re-vamping the managerial team with the addition of 3 In-flight
Performance Managers for the clustering of crew with pre-defined
accountability for each crew. 6 new roles of Cabin Managers were
also created. The managers will take charge of line checks and
ensure conformance to standards amongst the cabin crew. Other
changes include the re-grading of 144 flight attendants to Premier
World Class attendants who will provide dedicated service to the
business class cabin.

During the year, we started a business orientation program for
pilots, an operation we have dubbed the ‘Flight Operations Induction
Program’. At ieast 50 pilots have completed the program and
have been sensitized on their key deliverables and impact on the
organization across all departments.

We continue to hold fortnightly staff forums in order to foster

T T T aw . s .

The Flight Operations Engineering section successfully
the retrofitting of an Aircraft Communication Addre
Reporting System (ACARS) project in 4 B767-300s, 2 E
and 1 B737-700 aircraft.

ACARS will enhance safety and effective communicat|
real time and accurate information now being acces
on board and on ground. Some of the benefits of ACAI
engine and aircraft performance monitoring, load cc
flight following. Retrofitting of ACARS on the B737-30
is targeted for end of December 2010.

Within the catering section, we have managed to co
costs by reducing the over-catering out of Nairobito a
of 3.6% in the year from a level of 5.7% for the previc

GROUND SERVICES

Safety

Safetyisafundamental part of the Kenya Airways mission
and a key deliverable for the Ground Services Depart
tive was the preparation and certification of o
operations in Nairobi and Mombasa as per the require
the IATA Safety Audit of Ground Operations (ISAGO).
interpationally recognized program whase standards :
on industry best practices. Despite this excellent result,
fatal accident at our Nairobi Cargo Centre while our mai
team was responding to a power loss and electrical fat

Nairobi operations

Inline with ISAGO preparation and compliance, we also
key initiatives in training and recruitment. We up-skil
staff and increased our loading supervisors and cont
100%. This constitutes a major investment and is clo
equivalent of 2,640 days of class and “On the Job™ tra
have also crystallised the Hub Contrel structure and
the team members.

On the cargo side, Kenya Airways has restructured its
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Word from the Chief Executive - Corporate Social Responsibility

Education, Water, Health and Environment remained
KQ's core focus areas in its CSR activities during
the period in review. The following projects were
completed successfully:

Education:
In line with the “Adopt a School” initiatives, KQ
supported a number of schools.

a) Mangu High Schoolin Thika, Kenya was supported
through the construction of a computer class
at a cost of Kshs.750,000.

b} Ikuu Girls Secondary and Special School in Chuka,
Kenya was supported through the construction
of a dining hall costing Kshs.1,300,000.,

¢} Esupetai Primary School in Narok, Kenya was
supported through the construction of two
classrooms, a perimeter fence and installation
of a water tank a cost of Kshs.1,700,000.

d} Kasagam Secondary School in Kisumu, Kenya
is once again a beneficiary and this time was
supported through the construction of a
Computer Lab costing Kshs.2,000,000.

€} Kasarani Tree Special School Nairobi, Kenya was
supported by the construction of a carpentry
workshop costing Kshs.2,000,000.

Water:

With a view to developing sustainable, safe
and adequate water supply in vulnerable rural
communities across Africa, the following projects
were supported during the period:

a) Gaigedi Community in Vikiga, Kenya by sinking
a borehole in Gaigedi Secondary School and
installing of a holding tank at a cost of Kshs.
2,000,000,

Y Frnwarth Coammi imiteys m Ll ammems 7 e b bon s Lo

Environment:

The Plant a Future campaign saw a re-consolidation of the area where we have been planting indigenous trees since 2007
we replaced 90,000 seediings that were affected by the long drought and planted an additional 30,000 indigenous seec
project has so far achieved a planting of a total number of 500,000 indigenous trees which are surviving.

Health:

The “Bombay Ambulance” initiative provides support for needy patients travelling overseas for medical treatment. The
discounted tickets provided to needy patients who travelled for medical treatment stood at 44 to Mumbai, 2 to Amster
each to Cairo and London.

The company also supported the following initiatives:

a) The Haiti earthquake disaster victims' relief support project in partnership with the Red Cross between 4 - 28 February z
involved collecting cash in the form of loose-change from passengers in-flight. The project netted a total of Kshs.500,1

b} Uganda landslide victims received a donation for food worth Kshs.600, 000 trucked to Eastern Uganda.

€) The AMREF/Rotary “Changing Lives" project has so far collected Kshs.1,643,928. This project is currently in review wit|
a full re-launch to ensure effectiveness.

Double Your Effort

This is an initiative in which KQ staff propose and fund raise for CSR projects by department and obtain a top up of a simil
from the KQ CSR budget.

Projects supported on this initiative include the following:

DEPARTMENT COMPANY
DEPARTMENT PROJECT DETAIL SUPPORTED CAUSE CDNTRIBUTION KSHS, KSHS.
Commercial - Flying Blue | AIC Girls School - Kajiado Purchase of beds 61,300 61,300
Internat Audit Laverna Day & Boarding Primary | Construction of toilets 90,000 90,000
School - Donyo Sabuk
Information Systems Nyauu Primary School - Homa Bay | Renovation of classrooms 54,000 54,000 |
Finance Esageri School for the Purchase of beds 200,000 200,000
Deaf - Eldama Ravine |
Human Resources Mutulani School - Machakos Construction of toilets 103,900 103,900
Total 509,200 509,200 |1
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E Kenya Airways Annual Report & Accounts

Notes to the Financial Statements (cont’d)

i) New and revised standards and interpretations in issue
not yet effective

At the date of authorisation of these financial statements,
the following revised standards and interpretations were in
issue but not yet effective.

+ IFRS 9, Financial instruments part 1: Classification and
measurement (effective for accounting periods beginning
1January 2013)

= |AS 39, Financial Instruments: Recognition and
Measurement: Amendments relating to treatment of
loan prepayment penalties as closely related derivatives
(effective for accounting periods beginning on or after 1
January 2010)

+ 1AS 39, Financial Instruments: Recognition and
Measurement: Amendments for efigible hedged items
(effective for accounting periods beginning on or after
1 July 2009); amendments for embedded derivatives
when reclassifying financial instruments (effective for
accounting periods ending on or after 30 June 2009)

- IFRS 8, Operating Segments: Amendments ondisclosure
of information about segment assets (effective for
accounting perioeds beginning on or after 1 January 2010)

= IAS1, Presentation of Financial Statements: amendment
for the classification of convertible instruments (effective
for accounting periods beginning on or after 1 January
2010)

* IAS 7, Statement of Cash Flows, Amendment relating
to current and non-current classification of convertible
instruments (effective for accounting periods beginning
on or after 1 January 2010)

* 1AS 17, Leases: Amendment for classification of leases
of land and buildings (effective for accounting periods
beginning on or after 1 January 2010)

- IFRIC 19: Extinguishing financial liabilities with equity
instruments (effective for accounting periods beginning
on or after 1 Julv 20403

+ |AS 38, intangible Assets: Amendment for measuring the
fair value of an intangible asset acquired in a business
combination (effective for accounting pericds beginning
oh or after 1 January 2010)

The directors anticipate that the adoption of the ahove
standards and interpretations will have no material impact
on the financial statements of the group in the period of
initial application.

Impravements to IFRS
‘tmprovements to IFRS’ were issued in May 2008, April

2009 and May 2010. They contain numerous amendments
to IFRS that the IASB considers non-urgent but necessary.
‘Improvements to IFRS’ comprise amendments that result
in accounting changes for presentation, recognition or
measurement purposes, as well as terminalogy or editorial
amendments related to a variety of individual IFRS standards.
Most of the amendments are effective for annual periods
beginning on or after 1 January 2009 and 1 January 2010
respectively, with earlier application permitted.

The directors anticipate that the adoption of amendments
to varfous IFRS resulting from the International Accounting
Standards Board (IASB)'s annual improvements projects,
when effective, will have no material impact on the financiat
statements of the group.

iv) Early adoption of standards

The group did not early-adopt any new or amended standards
in the period.

a) Basis of preparation

The financial statements are prepared under the historical
cost convention, as modified by the revaluation of certain
financial instruments.

b} Revenue recoanition

sold and still valid but not used by the end of t
period is reported as unearned transportation re
sales in advance of carriage account. This iter
either when Kenya Airways or another airlin
the :m:m.no;m:o: or when the passenger re
refund. Unutilised tickets are recognised as re
estimates regarding the timing of recognitic
terms and conditions of the ticket and histo
Past experience shows that there is insignifi
attributable to unutilised tickets older than twe

Other operating revenue is recognised at the tim
is provided.

Commission costs are recognised at the same
revenue to which they relate and are charged to
Interest income is accrued on a time proporti
reference to the principal outstanding and at t
interest rate applicable.

Dividend income from investments is recognise
group’s rights ta receive payment as a share
been established.

c) Basis of consolidation

The consolidated financial statements incorporate
statements of the company and enterprises cont
company (or its subsidiaries) made up to 31Marc
Control is achieved where the company has tt
govern the financial and aperating policies of

enterprise so as to obtain benefits from its acti

On acquisition, the assets and liabilities of a su
measured at their fair value at the date of acqL
excess/(deficiency) of the cost of acquisition over
fair value of the identifiable net assets acquired i
as goodwilf or negative goodwill respectively. No

bR R S R T " .
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E Kenya Ajrways Annual Report & Accounts

Notes to the Financial Statements (cont’d)

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

i) Employee entitlements ) .
Employee entitlements to long service awards and service

gratuity are recognised when they accrue to employees. A
provision is made for the estimated liability for long service
awards as a result of services rendered by employees up to
the end of the reporting period. The estimated monetary
liability for employees’ accrued leave entitlements at the end
of the reporting period is recognised as an expense accrual.

j) Retirement benefits costs
The group operates a defined contribution provident fundin

Kenvya for eligible employees. The fund is administered by an
independent investment management company and is funded
by contributions from both the company’s within the group
and employees. The group also makes contributions to the
statutory defined pension schemes in the countries in which
its operations are based. Most employees engaged outside
Kenya are covered by appropriate local arrangements and the
group's contributions in respect of the overseas employees
are determined in accordance with best local practice.

The group’s obligaticons to the staff retirement benefit plans
are charged to profit or {oss as they fall due.

k) Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax. The tax currently payableis based
on taxable profit for the year. Taxable profit differs from pre
tax profit as reported in the statement of comprehensive
income because it excludes items of income or expense
that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The
group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end

nfftha ranarfinAa narins

the liabilities in the financial statements and the corresponding
tax bases used in the computation of the taxable profit, and
is accounted for using the balance sheet liability method.
Deferred tax fiabilities are recognised for all taxable temporary
differences and deferred tax assets are recognised only to
the extent that it is probable that future taxable profits wil
be available against which deductible temporary differences
can be utilised. Such assets and liabilities are not recognised
if the temporary difference arises from goodwill (or negative
goodwill) or from the initial recognition (other than in business
combination) of other assets and liahilities in a transaction
that affects neither the tax nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, and interests in joint ventures, except where
the group is able to control the reversal of the temporary
differences and it is probable that the temporary differences
will not reverse in the foreseeable future. The carrying amount
of deferred tax assets is reviewed at the end of each reporting
period and reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow all or
part of the assets to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settied or the asset
realised. Deferred tax is charged or credited to the statement
of comprehensive income, except when it relates to items
charged or credited directly to equity, in which case the
deferred tax is also deait with in equity.

Deferred tax assets and liabilities are offset when they relate
to income taxes levied by the same taxation authorities and
an entity within the group intends to settie its current tax
assets and liabilities on a net basis.

) inventories

lessrsmvyvbsrione sracb=tmnmd sF Fbhvm Imviasmber ~F et arved rvomd rov =i = byl

and condition. Costs of issues are calculatec
weighted average method. Net realisable value
the estimated selling price less all estimated cost:

m) Property, plant and equipment
Properties hetd for use in the production or supply

services, or for administrative purposes and prop
course of construction are carried as cost, less amy
impairment toss. Cost includes professional fi
qualifying assets borrowing costs capitalised in
with the group's accounting policy. Freehold
depreciated as it is deemed to have an infinite life. |
on other property is charged so as to write off
the assets, other than properties under constn
their estimated useful lives, using the straight ¢
Depreciation on assets under construction comm
the assets are ready for their intended use. F
equipment are stated at cost less accumulated d
and any recognised impairment ioss.

n) Depreciation
Depreciationis charged so as to write off the cost
plant and equipment to their residual values
expected useful tives, using the straight line me
following rates:

Aircraft %
Boeing 777, 737-300 & 737-700 L
SAAB-340B 10.
Vehicles and equipment &%
Ground service equipment 25
Motor vehicles 25
Communication assets 12.
Other assets 20

Leasehold improvements and buildings are depre
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Notes to the Financial Statements (cont’d)

profit orioss depends on the nature of the hedge relationship.
The Group designates certain derivatives as either hedges
of the fair vaiue of recognised assets or liabilities or firm
commitments (fair value hedges), hedges of highly probable
forecast transactions or hedges of foreign currency risk
of firm commitments (cash flow hedges), or hedges of net
investments in foreign operations.

A derivative with a positive fair value is recognised as a
financial asset; a derivative with a negative fair value is
recognised as a financial liability. A derivative is presented as
anon-current asset or a non-current liability if the remaining
maturity of the instrument is more than 12 months and it
is not expected to be realised or settled within 12 months.
Other derivatives are presented as current assets or current
liabilities.

t) Manufacturers’ credits (subsidies)
The group receives credits from manufacturers in connection

with the acquisition of certain aircraft and engines. These
credits are recorded as deferred income and recognised in
income over the economic life of the aircraft,

u) Financial assets

The group classifies its financial assets intc the category
of loans and receivables. Management determines the
appropriate classification of its financial assets at initial
recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. They arise when the group provides money,
goods or services directly to a debtor with no intention of
trading the receivable. Loans and receivables are measured
at amortised cost using the effective interest method, less
any impairment.

is the rate that exactly discounts estimated cash receipts
(including all fees, transaction costs and premiums or
discounts) through the expected life of the financial asset,
or, where appropriate, a shorter period.

Impairment of financial assets
Financial assets are assessed for indicators of impairment at

the end of each reporting period. Financial assets are impaired
where there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of the
financial asset, the estimated future cash flows of the assets
have been impacted.

For certain categories of financial assets, such as trade
receivables, assets are assessed for impairment indivicually.
Objective evidence of impairment for receivables could include
the group's past experience of collecting payments, an
increase in the number of delayed payments past the average
credit period, as well as observable changes in national or
local economic conditions that correlate with default on
receivables. For financial assets carried at amortised cost,
the amount of the impairment is the difference between the
asset’s carrying amount and the present value of estimated
future cash flows, discounted at the financial asset's original
effective interest rate.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount
is reduced through the use of an allowance account. When
a trade receivable is considered uncollectible, it is written
off against the allowance account. Subsequent recoveries
of amounts previousily written off are credited against the
allowance account. Changes in the carrying amount of the
ailowance account are recognised in profit or |oss.

Derecognition of financial assets
The greoup derecoagnises a financial asset onlv when the

risks and rewards of ownership and continues
the transferred asset, the company recognises |
interest in the asset and an associated liability fq
it may have to pay. If the group retains substant
risks and rewards of ownership of a transferre
asset, the group continues to recognise the financi.
also recognises a collateralised borrowing for th
received.

v} Financial liabilities and equity instruments
the group

Debt and equity instruments are classified as eith.
liabilities or as equity in accordance with the su
the contractual arrangement.

Classification as debt or equity

Anequity instrument is any contract that evidence
interest in the assets of an entity after deductin
lia es, Equity instruments issued by the group ar
at the proceeds received, net of direct issue cost

Financial liabilities
Financial liabilities are classified in the categor
financial liabilities.

Other financial iiabilities

Other financial liabilities, including borrowings, a
measured at fair value, net of transaction cost
subsequently measured at amortised cost using th
interest method, with interest expense recogni
effective yield basis.

Lffective interest mefhod

The effective interest method is a method of calcl
amortised cost of a financial liability and of allocatii
expense over the relevant period. The effectiv

rate is the rate that exactly discounts estimated fi
oavmehte throvah the avhartad iifa ~f Fha fimname;
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Notes to the Financial Statements (cont’d)

3. SEGMENTAL INFORMATION

The group has adopted IFRS 8 Operating Segments with effect from 1 April 2009. IFRS 8 requires operating segments ta be identified on the basis of internal reports about co
the group that are reguiariy reviewed by the chief operating decision maker in order to allocate resources to the segments and to assess their performance. In contrast, the
Standard (JAS 14 Segment Reporting) required an entity to identify two sets of seqments (business and geographical), using a risks and returns approach, with the entity's ‘systel
financial reporting to key management personnel’ serving only as the starting point for the identification of such segments. The adoption of IFRS 8 has not resulted in any ch
identification of the Group's reportable segments.

The accounting policies of the reportable segments are the same as the group's accounting policies described in note 1.

Management monitors the operating results of its business units for the purpose of making decisions about resource allocations and performance assessment. Revenue from |
outbound airline operations from Kenya and the overseas point are attributed to the geographical area in which the respective points are located.

Segment profit represents the profit earned by each segment without allocation of central administration costs and directors’ salaries, share of profits of associates, investm
and finance costs, and income tax expense.

All assets are ailocated to reportable segments other than investments in associates and tax assets.

Segment liabilities are those operating liabilities that result from the operating activities of a segment and that either are directly attributable to the segment or can be allo
segment on a reasenable basis. Segment liabilities do not include income tax liabilities,

Segment revenue and results
The major part of the business of the group falls under the category of aviation transport with income from other categories comprising less than 1% of total income.

Inthe case of passengers, freight and mail, domestic turnover is attributed to those services rendered within Kenya, whilst turnover from inbound and outbound services bety
and overseas points is attributed to the .omoo_.mus_nm_ point in which the overseas point lies. Other turnover is attributed to Kenya.

GROUP

KS|

Segment revenue

Kenya 313

Rest of Africa 33,949

Middle East 7,387

Asia 7,339

Europe o o o o - o I - . 18937 e o

70,743
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I
Notes to the Financial Statements (cont’d)

GROUP
2010
KShs'million KSt

4, TURNOVER
Passengers 62,838
Freight and mail 5,434
Handling 1,312
Others ) ) 1159

70,743
5. ANALYSIS OF OPERATING EXPENDITURE
a) Direct costs
Aircraft fuel and oil 18,819
Aircraft landing, handling and navigation 8,530
Aircraft maintenance 5,028
Passenger services 4,445
Commissions on sales 3,246
Aircraft, passenger and cargo insurance 366
Crew route expenses 1,742
Central reservation system (net) and frequent flyer programme 1,805
Others s -

44,376
b) Fleet ownership costs
Hire of aircraft and engines 5,920
Depreciation on aircraft and engines 3,094
Depreciation onrotables and other equipment 262
Amortisation of refurbishment costs -
Aircraft purchase subsidy N ¢ £ _ - -

9102
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Notes to the Financial Statements (cont’d)

d) Empioyee costs and numbers

Infermation on the average number of persons employed in the group during the year and the costs for the year is provided below:

GROUP
2010
KShs'million KSh
Costs
Wages and salaries 7,587
Contributions to retirement benefits scheme 462
Leave pay provision 561
Others 1,565
10,175
GROUP
2010
Numbers
Kenya 3,693
Qverseas .. 460 B
4133
GROUP
2010
KShs'million KSh
6 {a) FINANCE COSTS
Interest payable on long term borrowings 1,485
6 (b) FINANCE INCOME
Interest receivable 372
Interest receivable analysed by category of financial assets is as follows:
Held to maturity investments -
Loans and receivables 372

Total investment income

372




£l £9 SUEIEERENT)]
Zl oL s394
:UOIJRJaUNWY ,510)28.1G
oL 1 uojjelaunwial sJojipny
6l¢ 14°13 (8L % 9L ‘G| S2ION) UoljeSIoWwY
196'¢ o'y (L 210N) uoljenaidag
S.0'8 gH'0L ((P)G 210U) 53500 F2ho|duil
:bujbueyd Jajje je paAlLIR S| uojjexe) 210jaq {sso])/aoid ayl
NOILYX VYL 340434 (8501)/11408d "6
el (105)
€e) - em - - - T T T T T 51502 1230
€0l - alldooul ,BY10
9 (68%) suieh/(sassol) Aduaiind ubiaio 4
SNIV9O/(S3SSOT) ¥43IH10 '8
uOl I, SUSH UONIW, SUSH
6002 o10e
dNoys
‘BurlunoIe 96pay 1o AjIjEnD J0u Op 1BY] SDAIJRALIDP [9N) 8U] JO (338l O} yJew) SN|BA JIR) ayj Ul sabueyd 3y} Juasaidal S3AJRALISP [3N) UO SJUILUSAOW anjeA Jiey ayL
2ea’) orlo 5% JeUl 0] YJeW 0} 8NP SJUIWSAOW SNjeA B 4
SjuaWaA0W anjea Jled (g
uolfjiw,sysH uol||1W,SUSY
6002 0l0e
dNoyos
“1ead [e1aueull 8U) BuLINp paInjeL JeY) SAAIIRALISP [aN) JO) sapyued Jojunod 03 sjuswhed sY) Juasadas SSIMIBALIDP [3N) 3Y) UO S8SSO] pasi|eal ayl
2L 1Lt TuaiAed 19N
59550 pasieay (e
uoljjiu, sysH UolIW,SYSH
600<Z olo<¢
dnoy9

(S3SSOT/SNIVO SAAILVAIMAA 13N4d L

5 D 1UO0D) S1UWAIPIS IPIDUPUI{ 2] O) SOION



Notes to the Financial Statements (cont’d)

GROUP COMPANY
2010 2009 2010
KShs'million KShs'million KShs'million
10. TAXATION
a) Tax charge
Taxation charge - current 98 14 -
- prior year under provision L R |- s
Total current taxation charge - - _  _ %8 _ _ 133 o o
Deferred tax charge/(credit) - current 585 (1,714) 591
- prior year overprovision N £ 7 0 R _ - . _ 4n o
Total deferred tax charge/(credit) (note 29) 538 ) ) a4 . _ 544
Total taxation charge/(credit) 636 (1,581) 544
b) Recanciliation of tax charge/(credit)to expected tax based on accounting profit /(loss)
Accounting profit/(loss) before taxation ) ) 2671 B (5,664) 1,666 . ) )
Tax at applicable rate of 30% 801 (1,699) 500
Tax effect of expenses not deductibie for tax 96 18 91
Tax effect of non taxable income (209) (19) -
Prior year current tax under provision - 19 -
Prior year deferred tax overprovision (47) - (47)
Prior year deferred tax asset now recognised ) (5) - - }
Taxation charge/(credit) 636 (1,581 544
¢) Taxation recoverable
At beginning of year 721 712 74
Charge for the year (98) (Mm4) -
Prior year under provision - (19) -
Paid during the year 209 142 68
At end of year 832 ] 721 782
Analysed:
Taxation recoverable 832 737 782
Taxation payable - (16) - ] )
Net tax recoverable 832 721 782
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Notes to the Financial Statements (cont’d)

14. PROPERTY, PLANT AND EQUIPMENT

a) GROuUP Freehold Aircraft, Vehicles and

land and engines and ground service Incomplete

Buildings rotables equipment projects

KShs'miilion KShs'million KShs'million KShs'million KSI

COST
At 1 April 2008 1,914 60,535 5,450 546
Additions 6 1,395 244 874
Transfer from incomplete projects - - 228 (521
Disposals =~ = I (. 1/ N . _
i - — - - - 832 B%00. T T BT~ -
At 1 April 2009 1,902 61,552 5,900 899
Additions 154 1,574 681 1,410
Aircraft deposit capitalized (note 19} - 30 . - -
Transfer from incomplete projects - - 501 (1,052)
Disposais - (872) (52) -
W%E@%@%@mgowﬁlw!\|f\| e - ) S -
At3tMarch2010 - - — - __ _ _ _ _ _ _ 2056 - _ _ 62284 — ~ 699 1257 o
DEPRECIATION
At 1 April 2008 321 12,058 3,634 -
Charge for the year 42 3,014 505 -
.:H:EEEEM%M&|\I\|\I\I\ |1|\|\@\|\.|\|\GM§\|\|\|\|aN\V| -
At3iMarch2009 — — T T T T T T T T T 36 s L A v Al
At 1 April 2009 360 14,735 4,107 -
Charge for the year 65 3.356 795 -
Eliminated on disposal - (673) (57 -
Transfer to intangible assets (note 15) - - (8) -
Impairment  ~ el S
Elwdz_.mﬁzmo_lol.ll||||||amm||||_.£m||||a. 37 5%
NET BOOK VALUE
At 31 March 2010 1,631 44,866 2,154 1,205
At 31 March 2009 1,542 46,817 1,793 899

The net book value of aircraft charged as security for loans obtained to finance the purchase of the aircraft is KShs 42,494 million (2009 - KShs 44,577 million) at end of
Details of the outstanding ioans are shown in note 28,
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Notes to the Financial Statements (cont’d)

15. INTANGIBLE ASSETS

GROUP COMPANY
2010 2009 2010

KShs'million KShs'million KShs'million K
COST
At beginning of the year 1,020 666 1,008
Additions for the year 1o 61 no
Transfer from incomplete projects (note 14} 551 293 551
Transfer from property plant and equipment (note 14) _ - -3 - - - - - 39 _  _ _ _
Atendoftheyear 7 - - Wo 7 1020 _ - - - _ _\r8 _
AMORTISATION
At beginning of the year 470 365 458
Amortisation for the year 343 105 343
Transfer from property plant and
mmc_EmiSbﬂmEvi|_|_.||.|m||||.|%|.|_._|m||||
Atendoftheyear =~ — — T — - - - _8_ T 7 amn - Y- = - - - _ _89_
NET BOOK VALUE 899 550 899

The intangible assets represent costs of acquisition of computer software and expenditure incurred towards enhancing and extending the benefits and lives of comput
programs beyond their original specifications,

16. PREPAID OPERATING LEASE RENTALS

GROUP COMPANY
2010 2009 2010

KShs'million KShs'million KShs'million KS
COST
At beginning 1,692 125 1,690
Additions for the year - - = = == - — . _ . _ 567 - —
Atendoftheyear  ~— — — — T N . =73 - — - — - _ _ _% _ -
AMORTISATION
At beginning of the year 30 9 : 29
Amortisation during the year _ L - - a_ -
Atendoftheyear ~ — — — |.\|1|\|m_\|\|.w|1|\l@olwlwlwlxlm\o|\|\|\|
NET BOOK VALUE 1,641 1,662 1,640
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Notes to the Financial Statements (cont’d)

17. INVESTMENTS (continued)
(¢} Investment in asscciated company

Precision Air Services Limited:

At beginning of the year
Share of net results for the year

At end of the year

GROUP
2010 2009 2010
KShs'million KShs'million KShs'million
449 387 155
77 62 T
526 449 155

COMPANY

The holding in Precision Air Services Limited represents 49% of the issued ordinary share capital. The associate is a limited liability company incorporated and domiciled in 1

of Tanzania. Its principal activity is carriage of passengers and cargo by air within Tanzania and in the East Africa region.

Summarised financial information in respect of the Associate is set out betow:

Total assets
Total liabilities
Nets assets

2010
KShs'million

8,108
(7.034)

1,074

Group's share of net assets of Associate

526

Total revenue

5269

Total profit for the year

158

Group'’s share of profits of Associate

77

Group's share of associate's contingent liabilities

6

The extent to which an outflow of funds will be required on the group’s share of associate’s contingent liabilities is dependent on the future operations of the associates being 1

favourable than currently expected.
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wwtes to ne rinancial Statements (cont’d)

19. AIRCRAFT DEPOSITS (continued)

The movement in the aircraft deposits is as follows:

At beginning of year

Additionai deposits paid

Deposit refunded

Amortisatjon*

Capitalised deposit {note 14) *=
Provision for Mmaintenance deposits
F oreign exchange differences
At end of year

a} Analysis of fyel derivatives:

31 March 2010 1-6 months

KShs'million
Swaps 94
Options 60

31 March 2009 1-6 months

KShs'million
Swaps (2,888)
Options _(857)

(3.745)

2010
KShs'million

2,532
72
(55)
20
(30)

7-9 months
KShs'million

47
30

77

7-9 months
KShs'million

(1180)
_ (252)

1,432)

GROUP

2009
KShs'milliaon

1,879
83

10-12 months
KShs'million

10-12 months
KShs'million

(238)

2010
KShs'million

2,527
72
(55)
20
(30)

COMPAN

1-2 years
KShs'million

1-2 years
KShs'million

(714)

T @ia)

KSh

KShs
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- T TRl VUL 1)

GROUP COMPAN"
2010 2009 2010
KShs'miltion KShs'million KShs'milfion K
23. DEPOSITS WITH FINANCIAL INSTITUTIONS
Maturity analysis of short term deposits:
Maturing between 90 and 182 days 3,01 5077 3,01

The effective interest rates on short term deposits ranged from 6% -

8.7% (2009 - 7.8% to 8.75%) depending on the country where the deposit has been placed.

GROUP COMPANY
2010 2009 2010
KShs'million KShs'million KShs'million K!
24. BANK AND CASH BALANCES
Cash in hand and at bank 290 1936 2,853
Short term deposits maturing within 90 days 202 437 202 o
T T T T T e - I ¥ ¢ -3 - X v B 3055 T

GROUP & COMP
2010

KShs'million KS
25. SHARE CAPITAL

Authorised:

1,000,000,000 ordinary shares of Shs 5 each 5.000

Issued and fully paid:
461,615,484 ordinary shares of Shs 5 each

2,308
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NOLES 10 tne rinancial Statements (cont’d)

28. BORROWINGS

a) Analysis of interest bearing loans and borrowings:

GROUP & COMPANY

Average 2010
interest rate Maturities uss’ KShs’
Million Million
PEFCO Aircraft Loans 6.6% 2010 - 2015 4 283
Barclays Bank PLC Aircraft Loans 4.5% 2005 - 2014 258 19,748
ABN AMRO Bank Aircraft Loan ~ _ 537% - . . . 2007-2009¢ _ _ _ % . . _ 6BBY _
352 26,92

The loans were obtained for the purpose of funding the acquisition of aircraft and spare engines.

The PEFCOQ, Barclays Bank PLC and ABN AMRO loans are repayable over periods of twelve years from the dates of disbursement of each loan. The loans were advanced to Sir
Limited by Private Export Funding Corporation (PEFCO), to Swara Aircraft Financing Limited and Kifaru Aircraft Financing Limited by Barclays Bank PLC and to Chui Aircra
Limited by ABN AMRO Bank and are guaranteed by Export-impoert Bank of the United States of America (Eximbank). The aircraft are registered in the name of Simba Finar
Swara Aircraft Financing Limited, Kifaru Aircraft Financing Limited and Chui Aircraft Financing Limited, the equity in all of which are held by security trustees on behalf of E
afford Eximbank title security over the aircraft. The aircraft are also encumbered by charges in favour of security trustees on behalf of Eximbank. The legal titie for the airc
transferred to Kenya Airways Limited once the icans are fully repaid.

Within one year 3,534
Between two and five years 14,460
After five years ) ) 8,926

23,386

Total borrowings . ) . 26,920




‘(oW 6G1'g SUSH - 6002) UCIHIW

4o Aoy pasiIINUN Ue BUIARS| SBIIIDR) 3S3Y] JSUIEBE (UOIIIW L'l SUSH - 6002) UoHjIW 68L'L SUSH 0} Buljunowe sasjuesenb pasyin pey dnob ayj ‘0l0T Y21eW LE 3 "3IgE
128A BUO JO S3INUS) 10} SYUEQ |BUCIJEUIAILI PUE [BI0] SNOLIEA YJIM (UOIIIW Q€' SUSH - 6002) UOHIIW £G6'G SUSH JO aNjeA 12103 & UM SBIIIDRY SUi| JIPa1d AdUBJInD-1nuw sey

s3lil|1oe} aul

(1s¥'9) 082t (1S 082’1 109448

¥v2) 6l (Pred 6l SUBO] JO JUSWA[1}3s UO Pasit

808 (152 808 (152) $]9s5E A1RJ8UOW 0)-8|qRINg!

(S10'H Pd =4} (S10'2) zig't SBUIMO.I0Q U0 S32U3IR}JIP abUE

SMOJ

JIP3p UBAQ aAeY $IIUSLBYIP abL

801'2¢ 026'9¢ 80L'¢E 02692 iea

Slo'L (215’ Slo'L (215’ SausJaplf

FLT'e) (919'c) (FL2'C) (9.9'€) Jead sy

19¢£'8e 80l'ce 19€£'8¢ 80l'2E leah ayj jo B
uoliw,sysy UoIIW,SYSH UollilusSYSH uoljjiw,sysy

6002 oloe 600¢ oloe

ANVJWQI

dNoyo

1SMO|J0) SB 51 SBUIMOIIOg Ul JUBWAA

(PanuUIju0d) SONIMOL

(p.1U0D) S1U2UI21P]S [PIDUDUI{ Y] O} SIION



Notes to the Financial Statements (cont’d)

29. DEFERRED TAXATION

The net deferred tax fiability at the year end is attributable to the following items,

GROUP COMPANY
2010 2009 2010

KShs'million KShs'million KShs'miltion KS
Deferred tax assets
Leave pay provision (376) (221) (373)
Other provisions (285) 69) (279)
Tax losses 1,622) (608) (1,622)
Fuel derivative losses - (1,575) -
Hedged losses m B (515) an

. ‘ (2,294) (2,988), (2285)
Deferred tax liabilities
Accelerated capital allowances 8,991 8,779 9,014
Unrealised exchange gain 66 54 66
Fuet derivative gains 123 . - 123
‘ - 3 - 9,80 ) 8833 9,203
Net deferred tax liability 6,886 5.845 6,918
Comprising:
Deferred tax asset (32) (26) .
Deferred tax liability 6,918 587 - . 6918
Net deferred tax liability o ... 6ggs 5845 . 698 .
The movement in the deferred tax liability during the year is presented below:
B COMPANY
2010 J

KShs'miilion KShs'million i n KS
At beginning of year 5,845 9,495 5,871
Statement of comprehensive income
Charge/(credit) (note 10(a)) 538 (1,714) 544
Deferred tax dealt with in
other comprehensive income o 503 (1,936) 503
At end of year 6,886 5,845 6,918
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Notes to the Financial Statements (cont’d)

GROUP
2010
KShs'million K
34. a) RECONCILIATION OF PROFIT/(LOSS) BEFORE TAXATION
TO CASH GENERATED FROM OPERATIONS
Profit/(loss) before taxation 2,671
Adjustments for;
Depreciation (note 14(a)) 4216
Impairment {note 14(3)) 52
Amortisation of intangible assets (note 15) 343
Amortisation of prepaid lease rentals (note 16) 21
Amortisation of deferred expenditure (note 18) -
Provision for maintenance deposits (note 19) 5
Aircraft purchase subsidy released to income (note 33) (174)
Profit on disposal of property, plant and equipment (15)
Share of results of associated company (note 17(b)) (77)
Amortisation of aircraft deposits (note 19) (20)
Fair value movements in mark to market on fuel derivatives (note 7(b)) (6,140)
Interest pavabie (note &(a)) 1,485
Interest receivable (note &6(b)) (372)
Working capital changes;
Increase in inventories (€9
Decrease/(increase) in trade and other receivables 1,000
Increase in sales in advance of carriage 1,814
Increase/(decrease) in trade and other payables 2,552
Increase in accruals for staff leave entitlements 512
Movement in related company balances ] o S _
gﬂ:ﬂﬂaﬁg%ﬁﬂ?ﬂ‘|\|\|\|\l\|\|\.|\|\|\|\|\| ~ 7,801
b) CASH AND CASH EQUIVALENTS
For the purposes of the cash flow statement, cash and cash equivalents as at 31 March comprise the following:
GROUP
2010
KShs'million KShH
Cash in hand and at bank (nate 24(b)) 2,910
short term deposits maturing within 90 days (note 24(b)) 202
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Notes to the Financial Statements (cont’d)

35. RELATED PARTIES (continued)

b) Related companies balances (continued)

Amounts due from and due to Kenya Airfreight Handling Limited (KAHL} arise fram payments of expenses by Kenya Airways on behalf of KAHL, net of costs apportioned by |
services rendered to Kenya Airways. The amounts due to African Cargo Handling Limited represent funds transferred to the parent company for investment.

¢) Remuneration for directors’ and key management compensation

The remuneration for directors’ and other members of key management during the year were as follows:

GROUP COMPANY
2010 2009 2010
KShs'million KShs'miilion KShs'million KS
Salaries and other benefits 195 186 180
Non monetary benefits ] 10 14 - I L
|‘|‘|\|‘|‘|‘|‘|‘|‘|N%|‘|‘|‘moo|‘| e 89
Directors’ remuneration (included in key management compensation above)
GROUP COMPANY
2010 2009 2010
KShs'million KShs'miili KShs'miliion KS
As executives 63 73 63
>goEE_.E‘|“| - B R - _ .
73 85 73
Non- monetary benefits 5 6 5
78 9] 78
36. CAPITAL EXPENDITURE COMMITMENTS
As at 31 March the group had purchase commitments far aircraft fleet and equipment incidental to the ordinary course of business as follows:
GROUP
2010
KShs'million KSt
Authorised and contracted for 88,835
Authorised but not contractedfor —_ - - — . Azl
23,108

The bulk of authorised and contracted for cammitmante arm m e b of o a
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Notes to the Financial Statements (cont’d)

39. FINANCIAL RISK MANAGEMENT

The group purchases or issues financial instruments for purposes of financing its operations and managing the financial risks that arise from its operations. Various financia
liabilities arise directly from the group’s operations. Changing market conditions expose the group to various financial risks and have highlighted the importance of financial ri
ment as an element of cantral for the group. Principal financial risks faced in the normal course of the group's business are foreign currency rate risk, interest rate risk, cre
price risk and liguidity risk. The policy of the group is to minimise the negative effect of such risks on cash flow, financial performance and equity,

Operating in the aviation industry, Kenya Airways Limited carries out its activities in an extremely dynamic, and often highly volatile, commercial environment. Therefore, both
ties and risks are encountered as part of everyday business for the company and the group. The group’s ability to recognise, successfully control and manage risks early in the
ment and to identify and exploit opportunities are key to its ability to successfully realise the corporate vision.

a) Market risk

The group is exposed to market risk, which is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market prices. Marke

prises three types of risk - interest rate risk, jet fuel price risk and foreign currency risk,

i) Interest rate risk
The group’s exposure to market risk due to changes in interest rates primarily relates to its cash, deposits, government securities and borrowings.

Market risk associated with cash portfolio relates to the potential change in interest income from nmnﬂmmmmm in interest rates,

ii) Jet fuel price risk

The foliowing sensitivity analysis shows how profit and equity would change if the fuel price had been different with all other variables held constant.

2010
KShs'million
Effect on Effect on Effect on E
Profit Equity Profit
Fuel price
+ 1% Movement 188 188 (246)

- 1% Movement (188) Fal=1=31 -
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Notes to the Financial Statements (cont’d)

39. FINANCIAL RISK MANAGEMENT (continued)
a) Market risk (continued)

iii} Foreign currency risk (continued)

Below is a summary of the financial assets and liabilities at their carrying amounts at 31 March 2010:

COMPANY
Closing rate 1 76.50 105 18

KES UusD EUR GBP Others

KShs Million KShs Million KShs Million KShs Million KShs Million KS

Financial assets:
Bank balances 560 683 6 136 1,670
Term deposits 3,01 - - - -
Trade and other receivables 520 5,891 338 332 18
Derivative financial )
instruments - N 409 - - -
Total 4,09 6,983 344 468 1,688
Financial liabilities:
Trade and other payables 3,830 2,486 256 136 249
Borrowings __- . .. 26920 _ T _ — — _ . .
Total 3,830 29,406 256 136 249
Below is a summary of the financial assets and liabilities at their carrying amounts at 31 March 2009;
GROUP
Closing rate 1 80.30 100 120

KES uspD EUR GBP Others

KShs Mitlion KShs Millian KShs Million KShs Million KShs Million KSt

Financial assets:
Bank balances 331 324 166 406 1146
Term deposits 5,077 - - - -
Trade and other receivables 513 4,996 - 318 601 1265 _
Total 5.921 5,320 484 1,007 2,41
Financial liabilities:
Trade and other payables 2.564 1,646 15 65 209
Derivative financial instruments - 6,129 - - -
Borrowings 32108 - . - ST
Total 2,564 39,883 115 4~ N0
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Notes to tne Financial Statements (cont’d)

39. FINANCIAL RISK MANAGEMENT (continued)
c) Credit risk

The group is exposed to credit risk which is the risk that the counter party will cause a financial loss to the group by failing to discharge an obligation. Credit risk arises mainly fi
funds held in the form of bank balances, short term deposits, or held-to-maturity investments. Credit exposure aiso arises from derivative counterparties as well as from ag
commercial air transportation.

The group does not have significant concentrations of credit risk other than on derivative counterparties where transactions are {imited to financial institutions possessing
quality and hence the risk of default is low. Cash surpluses and held-to-maturity investments are maintained in government securities or with credibie financial institutions.

The group largely conducts its saie of passenger and cargo transportation through International Air Transport Association (IATA) approved sales agents. All IATA agents hav
minimum financial criterion applicable to their country of operation to remain accredited. Adherence to the financial criteriais monitored on an ongoing basis by IATA through
tion's Agency Programme. The credit risk associated with such sales agents is relatively low owing to the programme’s broad diversification. The group's accounts receivabie are
largely from the sale of passenger airline tickets and cargo transportation services. Majority of these sales are in accounts receivable which are generally short term in duration
risk associated with these receivables is minimal and the allowance for uncollectible amounts that the group has recognised in the financial statements is considered adequa
any potentially irrecoverabie amounts.

The board of directors sets the group’s treasury policies and objectives and iays down parameters within which the various aspects of treasury risk management are operated
has set limits for investing In specified banks and financial institutions,

The profile that best represents the group’s maximum exposure to credit risk is made up as follows;

At 31 March 2010

Fully
performing Past due
KShs' million KShs' million KSt
Trade and other receivables 6,333 844
Short term deposits 3.on -
Bank and cash balances 3,12 -
Derivative financial instruments 409 -
At 31 March 2009
Fully
performing Past due
KShs’ mitlion KShs' million KSh
Trade and other receivables- 5,781 1,912
Short ::.3 %u@ﬂﬁ 5077 -
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Notes to the Financial Statements (cont’d)

40. CAPITAL RISK MANAGEMENT

The airline monitors the return on shareholder's funds which is defined as the profit for the year expressed as a percentage of average shareholder's equity. The group seel
a higher return to the shareholders by investing in more profitable routes and improving on efficiencies to provide world class service to meet its growth plans. In 2010 Ke
achieved a return on shareholder's equity of 10% (2009 negative 24%) in comparison to an effective interest rate of 5.3% incurred (2009: 5.3%) on borrowings.

Kenya Airways also monitors capital on the basis of a gearing ratio which fs calculated as the ratio of non-current borrowings net of bank and cash balances to shareholder's

The gearing ratio at the end of the year was as follows:

2010
KShs'million K
Equity* 19,923
Total borrowings 26,920
Less: Bank and cash balances (3M2)
Deposits with financial institutions . ) ) . (3,01 .
Net borrowings 20,797
Net debt to equity ratio 104%

*Equity includes all capital and reserves of the group.
41, CURRENCY

The financial statements are presented in Kenya Shillings (KShs).
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