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PRIVILEGED AND CONFIDENTIAL

ISRAELI NOTIFICATION

OF MERGER

IBERIA, LINEAS AEREAS DE ESPANA S.A. — BRITISH AIRWAYS
Ple.

L/35213/0/1565353/1



Terms appearing in this form shall bear the definitions contained in the Restrictive Trade Practices Law,
5748-1988 (hereinafter “the Law” or the “Restrictive Trade Practices Law’) and in the Restrictive Trade

Practices Regulations (General Instructions and Definitions), 5761-20011 (hereinafter -~ the
‘Regulations”), unless defined otherwise.

=  Definitions of terms in this form:
o ‘'Person filing the Notice of Merger" — including person related to him.

o “Person related to person filing the Notice of Merger® — Person who controls the person
filing the notice of merger, entity controlled by the person filing the Notice of Merger and
every entity controlled by any of them.

o “Control” — as defined in section 1 of the Law.
o "“Firm’ - including person related to the firm.

o “A merger with horizontal aspects” — a merger of firms that manufacture, market, distribute
or supply substitute goods as defined in the Regulations (hereinafter also — horizontal
merger)

o “A merger with vertical aspects” — a merger of firns that operate on different levels of the
chain of the manufacture, marketing and sale of goods (hereinafter also — vertical merger)

o “Conglomerate merger’ - a merger that does not have a horizontal or vertical aspect.

=« Section headings in this form are for convenience only and shall not be used in the interpretation of
this form.

INSTRUCTIONS FOR COMPLETION
WHAT 1S REQUIRED TO COMPLETE THE FORM?

This notice of merger form contains different requests for information depending on the type of merger for
which the notice is being filed:

= |f the merger transaction has harizontal aspects, complete Parts A through G, |, K through M.
* {f the merger transaction has vertical aspects, complete Parts A through F, H and |, K through M.
= |f the merger is conglomerative, complete Parts A through D, J through M.

» If the merger has horizontal and vertical aspects, complete parts relevant to both types of
mergers.

One may refer to a prior notice if it was filed during the last twelve months and if the particulars provided in
that notice are correct as of the time of the filing of this notice. Make the reference by completing the
annexed declaration appearing on page 10.

If the merger transaction includes a restrictive arrangement that requires an exemption ~ complete Part N
instead of filing a separate request for an exemption.

If the information required does not fit the space provided in the form, attach response pages that refer
clearly to the corresponding parts and sections.

A company that conducts business both in Israel and abroad is referred to section 18 of the Law.

1 Reguiations, 5761, p. 658.
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on Coniceming the Person Filing the Notics of Merger -

1) The filing

person Is |:| The acquiring party in the merger.
The acquired party in the merger.
NOT APPLICABLE - see section 8 below.
2} Details Filing Person Telephone Number Additional Telephone
concerning Number
the filing
person British Airways + 44 0844 493 0 787 -
Plc. ("BA'")
Street/P.O. Box House Number  City Zip Cade
Waterside blllldl]]g P.O.B 365 Harmondsworth, UB7 0GB
England
3) Address for  Street/P.O. Box House Number  City Zip Code
delivery of
papers Ahad Ha'am 31 Tel-Aviv 65202
4) Contact Name Position Telephone Number
person on
behalfof  Mapai Doron Partner, 03 5670614
person filing .
the notice S Horowitz & Co.
(attorney,
accountant  Fax number Email address
or any other
Eﬁ:ﬁ;rt'm 03 5660974 hagaid(@s-horowitz.co.il
role)
Street/P.0O. Box House Number  City Zip Code
Ahad Ha'am 31 Tel-Aviv 65202
5) Other
parties to
the merger
transaction

IBERIA, LINEAS AEREAS DE ESPANA, S.A. ("Iberia").

1./35213/0/1565353/1




Filingtheﬂotice of Merger

8) The reasons

transaction
is a “marger
of
companies”

O Od g 0o O

X

by virtue of Mark ali of the reasons by virtue of which the transaction is a "merger of companies”
which the pursuant to section 1 of the Law.

The principle assets of the company are being acquired in the transaction

The acquiring company is acquiring shares worth more than one-quarter of the
capital value of the issuer in the transaction

More than one-quarter of the voting power in the acquired company is being
acquired in the transaction

The right to appoint more than one-quarter of the board of directors in the acquired
company is being acquired in the transaction

The right to participate in more than one-quarter of the acquired company’s profits
is being acquired in the transaction

Due to another transaction, the extent of holdings will pass the level established in
the Law

Another reason, specify: Iberia and BA are to merge into a combined
new entity — see section 8 below,

7) The reasons

Mark all the reasons set out in section 17(a) of the Law giving rise to the obligation to file

giving rise to

the a notice of merger.

obligation to

file a "“notice D After the merger, the share of the merging companies, including related persons,
of merger” will exceed one-half of;

D The manufacture of an asset or service
|:| The sale of an asset or service

D The purchase of an asset or service
]:] The marketing of an asset or service

Said asset/service is:

The combined sales turnover of the merging companies, during the fiscal year
preceding the merger, exceeds the amount specified in or pursuant to section
17(a)(2) of the Restrictive Trade Practices Law (that amount is currently 150
million NIS and the sales turmnover of at least two of the merging companies is no
less than 10 million NIS)

One of the merging companies (or a person controlling or controlled by it) is a
monopolist as defined in the Restrictive Trade Practices Law

The name of the monopolist is:
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8) Highlights of
the merger
transaction

Summarize the nature of the business process invoived in the merger transaction

Provide a general picture of the transaction and its goals (for example, entering into a
new area of operation by acquiring a majority/minority holding in an existing company,
acquiring operations that will complement existing operations, expanding operations in a
particular markef, efc.). Also nole the means of the acquisition {cash, exchange of shares,
combination).

On 8 April, 2010, Iberia and British Airways entered into a merger
agreement (the “Merger Agreement”) to merge the two companies on the
basis of the terms and conditions of that Agreement. Subject to the
National Control Structure (as further described below), a recently
incorporated, currently dormant Spanish company, International
Consolidated Airlines Group S.A., referred to as “TopCo”) will become
the holding company of both airlines, with the existing shareholders of
Iberia and British Airways becoming shareholders of Topco thereby
resulting in a single body of shareholders.

Under the terms of the Proposed Merger, the shareholders of British
Airways will receive a new share of TopCo per ordinary share they hold
in British Airways and the shareholders of Iberia will receive 1.0205
shares of Topco per share they hold in the Spanish airline. The treasury
stock of Iberia will be redeemed and the cross shareholdings between the
current Iberia and British Airways shareholders will be maintained
between the respective operating companies.

TopCo will be a Spanish incorporated company registered in Madrid. The
majority of Board meetings and all Shareholders meetings will take place
in Madrid. When the merger is finalised, TopCo will be tax resident of
Spain. The operating and financial headquarters of the combined group
will be located in London, where the principal management functions of
the combined group will take place. Another management office will be
located in Madrid.

TopCo will be listed primarily on the Official List of the UK Listing
Authority and its ordinary shares will be traded on the main market of the
London Stock Exchange. It is expected that TopCo will be eligible for
FTSE UK Index Series inclusion. It will comply with the Combined Code
and the Pre-Emption Guidelines of the Association of British Insurers.

In addition, the shares of TopCo will be traded on the Spanish stock
exchanges through the Spanish Stock Exchanges Interconnection System
(Mercado Continuo Espafiol).
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An ownership and governance structure (“National Control Structure™)
has been developed to ensure that the existing route licences and traftic
rights of both British Airways and Iberia are retained.

For at least five years following completion of the transaction, the
majority of the voting shares in British Airways and Iberia will be owned
by special UK and Spanish bodies respectively (“National Bodies™).

The Proposed Transaction will allow the Parties to improve their network

services and overall efficiency as it will facilitate:

(1) significant customer benefits (with a larger combined network for
passengers and cargo and continued investment in new customer
products);

(i)  improved strategic position within the global aviation sector
(highly complementary network fit worldwide and enhanced scale
and ability to compete with other major airlines); and

(iti)  significant synergy potential.
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9) The business
activity

Describe briefly the lines of business that are the subject of the merger transaction.

You should provide a summary description of the areas of activity that are being
acquired/sold in the framework of the merger. For example: manufacture and sales of
CDs, book publishing, movie production.

The Proposed Transaction relates to the air transport sector. Both Iberia
and BA are engaged directly and through their affiliates in the business
of operating national and international airline services. This mainly
consists of the air transport of passengers, but also includes the air
transport of cargo and certain airline-related business such as airport
handling services and aircraft maintenance and engineering.

10} Location of
the business
activities

The activity that is the subject of the merger transaction

D Is conducted in specific geographical areas.

The areas are;

Xl Nationwide — In fact, worldwide.

11) The share of
the person
filing the
Notice of
Merger in the
overall
activities that
ara the
subject of
the merger
transaction

What is the share of the person filing the Notice of Merger in the overall sales, in

guantity and financial terms, in each of the activities that is the subject of the merger
transaction,

For example: The shares of the person filing the Notice of Merger and related persons
in activities that were listed above are; CDs — 20% (financial), 25% (quantity); book
publishing — 18% (financial), 15% (quantity); movie production — 80% (financial), 60%
{quantity).

Note also the basis for the quantitative estimates {(markef survey, Central Bureau of
Statistics data, estimation).

Regarding the air transport of passengers, BA currently operates only
one route to and from Israel, the London — Tel Aviv route.

BA's 2009 market share in the LON-TLV route is estimated at 18%
(based on number of total passengers). Iberia flies less than 400
passengers per annum on this route (via Madrid), and therefore, for all
purposes, is not active nor is it a competitor on this route.

L/35213/0/1565353/1




As regards air cargo services, BA's market share on a country-to-

country basis for Israel to Europe is 14.1% and for Europe to Israel,
5.6%.

The Parties' combined market shares for cargo transport from Israel to
Europe is 16.6% and from Europe to Israel, 8.2%. The Parties consider
that these estimates are inflated as they are based on IATA information
which does not include EL-AL. The Parties estimate that EL-AL's share
on the above cargo routes is at least 30%.

BA does not provide handling services in Israel, but purchases these
services in Israel from QAS.

12} Competitors

List the names of the principal competitors of the person filing the Notice of Merger in
each of the activities of the merging company that are the subject of the merger
transaction.

Alr transport of passengers:

Direct flights — EL. AL, BMI (until 2009), Easy Jet, and charter flight
operators (such as Arkia).

Indirect flights — all international airlines operating from Israel.

Air cargo serviges:

Mainly EL. AL, Lufthansa, Swiss Int. Airlines and BMI (until 2009).

Handling services:

BA is not active in this field in Israel.
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33} Restrictive
arrangements
for which an
exemption is
sought

1. Describe in short the restrictive arrangements for which an exemption from
obtaining approval of a restrictive arrangement is sought.

(a) If there are any parties to the restrictive arrangement who are not parties to the
merger transaction, provide their names, mailing addresses, websites, details of their
contact persons and relevant telephone numbers:

() The restraints in the arrangement:

() The goods/services to which the arrangement relates:

(d}  The term of the arrangement (including options to extend the term of the
arrangement):

2. Describe the nature of the arrangements and the need for them:

3. If the restrictive arrangement was created in writing, attach all documents
establishing the arrangement.
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34) Declaration

-24-

Declaration of the person filing the Notice of Merger and obligation to provide correct,
complete and current information:

| the undersigned, who serves in the position of SEE BELOW in the person filing the Notice
of Merger, hereby declare as foliows:

1. | have been authorized to submit all required information to the Antitrust Authorit: in the
framework of a Notice of Merger.

2. No limitation has been imposed on me in providing complete and accuraiz information as
required in the form of Notice of Merger.

3.  All of the information contained in the Notice of Merger is correct, complete and current,
including the contents of Part N, above.

4. The documents annexed to the Notice of Merger are correct and complete and do not
lack any material information or exhibit (including transmittal letters and any written or oral
understandings).

5. | know that the Generai Director will use the information contained in the Notice and in its
exhibits in deciding whether to approve the merger that is the subject of the Notice and |
know and understand my obligation to provide correct, complete and current information

to the Antitrust Authority.
Date: Name of
the
)40_ May, 2010 company British Airways Plc.
\'\m&\h\&fm
Yael Katan (| /
Name and BRITISH Af RWP
Title of (Country
Authorigsed C ial Cpmpany
Signatory ommercia Signature

Manager - Israel)




PRIVILEGED AND CONFIDENTIAL

ISRAELI NOTIFICATION

OF MERGER

IBERIA, LINEAS AEREAS DE ESPANA S.A. - BRITISH AIRWAYS
Ple.
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onceming the Person Filing the Notice of M’érger__ _

1) The filing

person s D The acquiring party in the merger.
The acquired party in the merger.
NOT APPLICABLE - see section 8 below.
2) Details Filing Person Telephone Number Additional Telephone
concerning Number
the filing
person IBERIA, LINEAS -
AEREAS DE +34915877071
ESPANA, S.A.
("Iberia™)
Street/P.Q. Box House Number City Zip Code
Calle Veli'lzquez 130 Madrid, Spaill 28006
3) Address for Street/P.0. Box House Number City Zip Code
delivery of
papers Ahad Ha'am 31 Tel-Aviv 05202
4) Contact Name Position Telephone Number
person on
::r:;fnoffiling Hagai Doron Partner, 03 5670614
the notice S Horowitz & Co.
{attorney,
accountant £y number Emaill address
or any other
fiingthe 03 5660974 hagaid@s-horowitz.co.il
role)
Street/P.O. Box House Number City Zip Code
Ahad Ha'am 31 Tel-Aviv 65202
§) Other
parties to
e morger British Airways Ple. ("BA")
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E 9‘“‘9 Notice of Merger

6) The reasons
by virtue of
which the
transaction
is a "merger
of
companies”

Mark all of the reasons by virtue of which the transaction is a “merger of companies’
pursuant to section 1 of the Law.

[]

X OO0 0O O

The principle assets of the company are being acguired in the transaction

The acquiring company is acquiring shares worth more than one-quarter of the
capital vaiue of the issuer in the transaction

More than one-quarter of the voling power in the acquired company is being
acquired in the transaction

The right to appoint more than one-guarter of the board of directors in the acquired
company is being acquired in the fransaction

The right to participate in more than cne-guarter of the acquired company’s profits
is being acquired in the transaction

Due to another transaction, the extent of holdings will pass the level established in
the Law

Another reason, specify: Iberia and BA are to merge into a combined
new entity — see section 8 below.

7) The reasons
giving rise to
the
obligation to
file a “notice
of merger”

Mark all the reasons set out in section 17(a) of the Law giving rise to the obligation to file
a notice of merger.

O

After the merger, the share of the merging companies, including related perseons,
will exceed one-haif of:

D The manufacture of an asset or service
]:I The sale of an asset or service

D The purchase of an asset or service
D The marketing of an asset or service
Said asset/service is:

The combined sales turnover of the merging companies, during the fiscal year
preceding the merger, exceeds the amount specified in or pursuant to section
17(a)(2) of the Restrictive Trade Practices Law (that amount is currently 150
million NIS and the sales turnover of at least two of the merging companies is no
less than 10 million NIS)

One of the merging companies {or a person controlling or controlied by it)is a
monopolist as defined in the Restrictive Trade Practices Law

The name of the monopolist is:
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8) Highlights of
the merger
transaction

Summarize the nature of the business process involved in the merger transaction

Pravide a general picture of the transaction and its goals (for example, entering into a
new area of operation by acquiring & majority/minority holding in an existing company,
acquiring operations that will complement existing operations, expanding operations in a
particular market, efc.). Also note the means of the acquisition {cash, exchange of shares,
combination).

On 8 April 2010, Iberia and British Airways entered into a merger
agreement (the “Merger Agreement”) to merge the two companies on the
basis of the terms and conditions of that Agreement. Subject to the
National Control Structure (as further described below), a recently
incorporated, currently dormant Spanish company, International
Consolidated Airlines Group S.A., (referred to as “TopCo™) will become
the holding company of both airlines, with the existing shareholders of
Iberia and British Airways becoming shareholders of Topco thereby
resulting in a single body of shareholders.

Under the terms of the Proposed Merger, the sharcholders of British
Airways will receive a new share of TopCo per ordinary share they hold
in British Airways and the shareholders of Iberia will receive 1.0203
shares of Topco per share they hold in the Spanish airline. The treasury
stock of Iberia will be redeemed and the cross shareholdings between the
current Iberia and British Airways shareholders will be maintained
between the respective operating companies.

TopCo will be a Spanish incorporated company registered in Madrid. The
majority of Board meetings and ali Shareholders meetings will take place
in Madrid. When the merger is finalised, TopCo will be tax resident of
Spain. The operating and financial headquarters of the combined group
will be located in London, where the principal management functions of
the combined group will take place. Another management office will be
located in Madrid.

TopCo will be listed primarily on the Official List of the UK Listing
Authority and its ordinary shares will be traded on the main market of the
London Stock Exchange. It is expected that TopCo will be eligible for
FTSE UK Index Series inclusion. It will comply with the Combined Code
and the Pre-Emption Guidelines of the Association of British Insurers.

In addition, the shares of TopCo will be traded on the Spanish stock
exchanges through the Spanish Stock Exchanges Interconnection System
(Mercado Continuo Espariol).
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An ownership and governance structure (“National Control Structure”)
has been developed to ensure that the existing route licences and traffic
rights of both British Airways and Iberia are retained.

For at least five years following completion of the transaction, the
majority of the voting shares in British Airways and Iberia will be owned
by special UK and Spanish bodies respectively (“National Bodies™).

The Proposed Transaction will allow the Parties to improve their network
services and overall efficiency as it will facilitate:

(i) significant customer benefits (with a larger combined network for
passengers and cargo and continued investment in new customer
products);

(i)  improved strategic position within the global aviation sector
(highly complementary network fit worldwide and enhanced scale
and ability to compete with other major airlines); and

(iii)  significant synergy potential.
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9) The business
activity

Describe briefly the lines of business that are the subject of the merger transaction.

You should provide a summary description of the areas of activity that are being
acquired/sold in the framework of the merger. For example: manufacture and sales of
CDs, book publishing, movie production.

The Proposed Transaction relates to the air transport sector. Both Iberia
and BA are engaged directly and through their affiliates in the business
of operating national and international airline services. This mainly
consists of the air transport of passengers, but also includes the air
transport of cargo and certain airline-related business such as airport
handling services and aircraft maintenance and engineering.

10) Location of
the business
activities

The activity that is the subject of the merger transaction

[] s conducted in specific geographical areas.

The areas are:

[X] nationwide — In fact, worldwide.

11) The share of
the parson
filing the
Notice of
Merger in the
overall
activities that
are the
subject of
the merger
transaction

What is the share of the person filing the Notice of Merger in the overall sales, in

quantity and financial terms, in each of the activities that is the subject of the merger
transaction.

For example: The shares of the person filing the Notice of Merger and related persons
in activities that were listed above are: CDs — 20% (financial), 25% {quantify); book
publishing — 18% (financial), 15% (quantity); movie production — 80% (financial), 60%
(quantity).

Note also the basis for the quantitative estimates (market survey, Central Bureau of
Statistics data, estimation).

Regarding the air transport of passengers, Iberia currently operates only
one route to and from Israel, the Madrid — Tel Aviv route (Iberia used to
operate on the Barcelona-Tel Aviv route as well, but ceased its
operation during 2008).

Iberia's 2009 market share in the TLV-MAD route is estimated at 39%
(based on number of total passengers). BA flies less than 100
passengers per annum on this route (via London), and therefore, for all
purposes, is not active nor is it a competitor on this route.




As regards air cargo services, Iberia's market share on a country-to-

country basis for Israel to Europe is 2.5% and for Europe to Israel,
2.6%.

The Parties’ combined market shares for cargo transport from Israel to
Europe is 16.6% and from Europe to Israel, 8.2%. The Parties consider
that these estimates are inflated as they are based on IATA information
which does not include EL-AL. The Parties estimate that EL-AL's share
on the above cargo routes is at least 30%.

As regards handling services, BA does not provide handling services in
Israel and Iberia has an indirect shareholding in Aerohandling, a
company which provides handling services in Israel. The market share
of this company during the last two years was below 20%.

12) Competitors

List the names of the principal competitors of the person filing the Notice of Merger in
each of the activities of the merging company that are the subject of the merger
transaction.

Air transport of passengers:

Direct flights — EL AL and charter flights operators (such as Arkia).
Indirect flights — all international airlines operating from Israel.

Air cargo services:

Mainly, EL AL, Lufthansa, Swiss Int. Airlines and BMI (until 2009).

Handling services:

Laufer and Qas.
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33} Restrictive
arrangements
for which an
exemption is
sought

-23-

1. Describe in short the restrictive arrangements for which an exemption from
obtaining approval of a restrictive arrangement is sought.

(@) Ifthere are any parties to the restrictive arrangement who are not parties to the
merger transaction, provide their names, mailing addresses, websites, details of their
contact persons and relevant telephone numbers:

(b)  The restraints in the arrangement:

{(c} The goods/services to which the arrangement relates:

(d}  The term of the arrangement (including options to extend the term of the
arrangement):

2. Describe the nature of the arrangements and the need for them:

3. If the restrictive arrangement was created in writing, attach all documents
establishing the arrangement.
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?4’ De‘f‘a'?ﬁ""". - Declaration of the person filing the Notice of Merger and obtigation to provide correct,
complete and current information:

| the undersigned, who serves in the position of SEE BELOW in the person filing the Notice
of Merger, hereby deciare as follows:

_ k 1. L have been authorized to submit all required information te the Antitrust Authority in the
: framework of 2 Notice of Merger.

2. Nolimitation has been imposed on me in providing complete and accurate information as
required in the form of Notice of Mergaer,

3. Al of the information contained in the Notice of Merger is correct, complete and current,
including the contents of Part N, above.

—- ' 4. The documents annexed to the Notice of Merger are correct and complete and do not

lack any material information or exhibit (including transmittal tetters and any written or oral
understandings).

_k 5. Iknow that the General Director will use the information contained in the Notice and in its

; axhibits in deciding whether to approve the merger that is the subject of the Notice and |
know and understand my obligation to‘provide correct, complete and current information
1o the Antitrust Authority.

: Date: pame ol {RERIA, LINEAS AEREAS
N . ﬂ May, 2010 compary DE ESPANA, S.A.
- Name and Elvi o
Title of vira errero ;
) Company -
gggao;l’s;d Mateo Signature % Qs. o) \}\Q’(\ S
— Senior Vice ==

President Alliances
and International
. Relations




