
[image: image1.png]AIRLINES
Going beyond expectations

&£ malaysia




ANNOUCEMENT OF MALAYSIA AIRLINES’ HEADLINE KEY PERFORMANCE INDICATORS 
(KPIs) FOR FY2006

Malaysia Airlines would like to announce its medium and long term headline Key Performance Indicators (“KPIs”) for FY2006 and its three-year headline KPIs. These headline KPIs have been set and agreed by the Board of Directors and management of Malaysia Airlines and is part of the Business Turnaround Plan which was announced on 27 February 2006. 

The Business Turnaround Plan was developed using the GLC Transformation Manual as a guide. It takes into account the recommendations in the manual and adapts these for implementation in Malaysia Airlines in the context of the business turnaround. 

This Business Turnaround Plan document is issued to staff and also external stakeholders with the following disclaimer in line with Bursa Malaysia ruling:

1. 
These headline KPIs in the scorecard are targets or aspirations set by the company as a 

transparent performance management practice.  These headline KPIs shall NOT be construed as either forecasts, projections or estimates of the company or representations of any future performance, occurrence or matter as the headline KPIs are merely a set of targets/aspirations of future performance aligned to the company’s strategy.
2. 
Any financial figures referred to as ‘forecast’ and ‘estimates’ in the Business Turnaround Plan for all intent and purposes are KPIs (as defined in point 1 above). Therefore they should also be treated as targets or aspirations set by the company as a transparent management practice.


It is our view that because the airline industry is undergoing a tough business environment and MAS is not spared from it, it is only appropriate that we disclose information to the public as balanced and as fair as possible. It should be pointed out that when MAS announces its improvement turnaround amounting to RM 1.1billion in 2006, this does NOT necessarily mean that MAS will make a profit in 2006. 

3. 
Finally, based on recent trends, it is our view that the information regarding our business turnaround is in all likelihood to leak, therefore issuing the document upfront to external stakeholders is a far better way to manage corporate information disclosure. 

This Business Turnaround Plan and its targets have been approved by the MAS Board of Directors, but are not to be considered as forecasts reviewed by external auditors.

The reference to the 3 options for the domestic aviation sector on page 38 should be ignored as the Government is currently reviewing its policy.
FY2006 Headline KPIs

1. Net loss of RM620 million compared to a net loss of RM1.27 billion for the nine-month period ended 31 December 2005.

2. Cash surplus of RM1.0 billion. Malaysia Airlines is already undertaking a series of measures to raise RM4 billion in cash through internal and external sources to tide the airline through the current cash crisis.
3. Profit of RM107 million for MASkargo compared to initial forecasts of RM47 million.

4. On time performance of 80% for flight schedules. 

5. Number of incidents not more than 3 cases per month.

Three years Headline KPIs (FY2006-FY2008)

1. In 2007, the plan will focus on improving efficiency and capabilities to realize a net income of RM50 million.

2. In 2008, the focus will be on new growth opportunities to realize a net income of RM 500 million.
3. The MAS Way provides the framework for our Business Turnaround Plan, which is carefully sequenced over the next 3 years to deliver cash, profitability and growth—in that order of intensity and focus. 

The MAS Way:
1.  Commercial: 
Flying to win customers—MAS will reconfigure its network and product 

          
portfolio to ensure that it has the tools and capabilities to be a top-tier 

          
player.

      2. Operations:
Mastering operational excellence—MAS will build a unique operating 

capability. This capability will be reflected not only improved operational reliability, but also in higher productivity.

3. Finance: 

Financing and aligning the business on P&L—MAS will relentlessly 

increase profits with the support of a world-class finance function that ensures true financial accountability, transparency and performance orientation.

4. People: 
Unleashing talents and capabilities—MAS is committed to its people it has the passion and talent to achieve the goals.

5. Stakeholders: 
Winning coalitions— MAS needs the resolute support of the Government, its employees, managers, customers, suppliers, agents and investors. It is only with the support of these stakeholders that MAS can have the mandate it needs to make the changes that will ensure long-term success.

Malaysia Airlines has launched a robust set of KPIs to track impact and measure our success. These KPIs serve as targets and aspirations for the company and will be improved and adapted to suit the evolving airline industry. Management has instituted a cross-company set of KPIs that will allow us to measure our progress on an ongoing basis. The performance of the company as well as the Managing Director and Leadership Team will be assessed using a KPI scorecard (Exhibit A).

Full details of “The MAS Way: Business Turnaround Plan” are available on the Malaysia Airlines website www.malaysiaairlines.com
Exhibit A: 2006 Preliminary Scorecard

	KPI
	Unit 
	Weighting
	Threshold
	On Target
	Exceeding
	Outstanding

	1. Net Income
	RM Million
	60%
	-700
	-600
	-300
	0

	2. Cash Surplus
	RM Billion
	5%
	0.8
	1.0
	1.3
	1.5

	3. International Awards 
    e.g Skytrax
	Number
	3%
	1
	2
	3
	4

	4. On Time Performance
	%
	4%
	75%
	80%
	90%
	95%

	5. System-wide aircraft 
    utilisation
	% of usable hours
	4%
	85%
	88%
	91%
	95%

	6. Baggage delivery
	% Improvement over previous year
	4%
	20%
	30%
	40%
	50%

	7. Safety Record
	Incident per month of operation
	10%
	Not more than 4
	Not more than 3
	Not more than 2
	Not more than 1

	8. HR (8 Collective 
    Agreements)
	Signed within mandate from start of negotiation
	5%
	Within 4 months from mandate
	Within 3 months of mandate
	Within 2 months from mandate
	Within 1month from mandate

	9. HR (Performance 
   Management Systems)
	Percent of employees who are performance managed
	5%
	60%
	70%
	80%
	90%+

	OVERALL SCORES
	 
	100%
	 
	 
	 
	 



Disclaimer: These headline KPIs in the scorecard are targets or aspirations set by the company as a transparent performance management practice. These headlines shall not be construed as either forecasts, projections or estimates of the company or representations of any future performance, occurrence or matter as the headlines are merely a set of targets/aspirations of the future performance aligned to the company’s strategy.
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