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Restrictive Practices Act, 1988

NOTICE OF MERGER

A notice of merger is hereby given in accordance with the provisions of Section 17 of
the Restrictive Practices Act, 1988 (the “Act”) as follows:

1. The Notice given herein is given on behalf of both merging companies as detailed
below:

1.1. The first company giving the Notice:

Name: Glaxo Wellcome plc.

Address: Berkeley Avenue
Greenford, Middlesex UUB6 ONN
United Kingdom

Address for delivery of documents:
Shugol & Co., Advocates, “Oz Building”, 14, Abba Hillel
Silver St. Ramat-Gan 52506.

1.2. The second company giving the Notice:

Name: SmithKline Beecham plc

Address: New Horizons Court
Brentford, Middlesex TW8 9EP
United Kingdom

Address for delivery of documents:
Shugo! & Co., Advocates, “Oz Building”, 14, Abba Hillel
Silver St. Ramat-Gan 52506.

2. The products supplied or services provided by the first Company giving the
Notice:
Glaxo Wellcome ple (“GW?”) is a multinational public limited company registered
in England and Wales and is the holding company of the Glaxo Wellcome group
of companies. GW’s share listings are on the London, Paris and New York Stock
Exchanges. GW was formed with effect from 16th March 1995 following Glaxo
plc’s acquisition of Wellcome ple. GW is a pharmaceutical business principaily -
engaged in the research, development, manufacture and marketing of
pharmaceuticals. Its products are sold in Europe, America and Asia and other
countries throughout the world. The world-wide sales turnover of GW during the
financial year 1999 amounts to Pound Sterling 8.490 million (US$ 12.888
million}.

%
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. 3. The products supplied or services provided by the second Company giving
the Notice:

SmithKline Beecham ple (“SB”) is a multinational public limited company
registered in England and Wales and is the holding company of the SmithKline
Beecham group of companies. SB’s share listings are on the London and New
York Stock Exchanges. SB is mainly involved in the research, development,
manufacture and marketing of pharmaceuticals, vaccines, over-the-counter
medicines and health-related consumer products. SB’s products are sold in
Europe, America, Asia and other territories throughout the world. The world-wide
sales turnover of SB during the financial year 1999 amounts to Pound Sterling
7.748.9 million (US$ 11.763 million).

4. In the merger of the above companies the following conditions exist: (mark
the appropriate):

(1) Following the merger the share of the merging companies in the total
manufacture, sale or purchase of the product or the service will not exceed
the rate indicated under law as a monopoly. '

* (2) The joint sales turnover of the merging companies in the financial year
preceding the merger exceeds the amount specified in Section 17 (a)(2) of
the Act.

(3) Neither one of the merging companies is a monopoly, as defined in the Act.

5. A brief description of the merger agreement:

5.1. The proposed merger is a “merger of equals” to create Glaxo
SmithKline ple.
5.2. The merger is to be effected by way of a scheme of arrangement of

GW and SB under Section 425 of the English Companies Act 1985
(“the Scheme”) and is subject to conditions, including the approval of
the merger by the shareholders of both GW and SB, the approval of
the Scheme by the High Court in England and the satisfaction of
certain relevant regulatory requirements. Under the terms of the
Scheme, both GW and SB would be acquired by a new company,
GlaxoSmithKline plc (“GlaxoSmithKline”).

5.3. The Scheme will be required to be approved by a special resolution of
the holders of GW shares to be proposed at an extraordinary general
meeting of GW. The Scheme will also require approval separately by
holders of GW shares at a meeting to be convened by direction of the
English High Court. The Scheme will require similar approvals by the
holders of SB shares. The approval at each of the Court-convened
meetings requires a majority in number representing 75 per cent. in
value of those holders who vote at the meeting.

5.4. In addition, the Scheme is required to be sanctioned by the English
High Court. The Scheme can only become effective if all conditions
to the merger have been satisfied or waived, including receipt of all
shareholder approvals and sanction by the Court. The Scheme is also
conditional upon clearance by the European Commission (which was
already given on May 8th, 2000) and other regulatory approvals (in
particular the US Federal Trade Commission, which is expected to be
given in the course of August, 2000). The Scheme would become
effective upon the delivery to the Registrar of Companies in England

N
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by each of GW and SB of a copy of the order of the High Court
sanctioning the Scheme and registration of such order. This is
expected to take place sometime after posting of the formal
documentation to shareholders.

Following the merger, GW shareholders will hold approximately
58.75 per cent of the issued ordinary share capital of Glaxo
SmithKline. SB shareholders will hold approximately 41.25 per cent,
of the issued ordinary share capital of GlaxoSmithKline.

Post merger, the enlarged group would rank first in the world, at least
currently, in terms of total sales (Source: IMS) but, nonetheless, would
have only a 7.3 per cent. share of worldwide pharmaceutical sales.
This reflects the fact that the human pharmaceuticals sector exhibits a
low degree of concentration. As the table below shows, the ten largest
groups worldwide account for under 45 per cent. of the world market.

Table 1
Pro Forma, based on 1999 sales

World-wide Market Shares of the 10 Largest Pharmaceutical Groups

Market Shares (%)

Glaxa
Smithiline

* Assumirg proposed merger takes place,

Roche

Eli Lilty

Johnsor &
Jonnsan

Novartis Bristol-Myers

Seuibb

Plizer/Warner AstraZeneca Aventis Morck & Co.

Lambert*

Source:

5.7.

IMS Health and GW/SB estimates.

Approximately 32 per cent of SB’s 1999 turnover derived from
non-pharmaceutical activities. GW has virtually no business activities
outside the human pharmaceutical field and so this is the only area in
which the activities of GW and SB overlap. Approximately16 per cent
of SB’s 1999 pharmaceutical sales derived from the supply of human
vaccines, an area in which GW is not active.

The Financial Reports of the two Companies giving the Notice in respect of
financial year 1999 are attached herewith.
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Each one of the two Companies giving the Notice has a subsidiary company in
Israel.
The name of the subsidiary of GW in Israel and its address are as follows:

Glaxo Wellcome Israel Ltd.

1, Bazel Street, Petach Tikva

(hereinafter: "Glaxo Wellcome Israel')

The name of the subsidiary of SB in Israel and its address are as follows:
SmithKline Beecham Healthcare Ltd.
27, Maskit Street, Herzelia
(hereinafter: "SmithKline Beecham Israel'").

The Financial Reports of SmithKline Beecham Israel in respect of the Financial
Year 1999 are attached hereto.

Glaxo Wellcome Israel does not have Financial Reports as it was incorporated
only at the beginning of the year 2000 and is commencing its commercial activity
on July 1st, 2000.

Until recently, the import and the sale of GW’s products in Israel was carried out
through three (3) importers/distributors — C.T.S. Ltd., Promedico Ltd. and Agis
Ltd. As of July 1st, 2000 Glaxo Wellcome Israel engages in the importation of the
GW products and distributes them through the 3 above companies i.e. C.T.S. Ltd.,
Promedico Ltd. and Agis Ltd.

10. The Companies giving the Notice do not have exact data about the size of the

11

pharmaceutical market in Israel, nor about the market share of each of them in the
above market. In respect of the private market there is a reasonable data published
by IMS. However, there is no official or semi-official data about the institutional
market.

The pharmaceutical market in Israel is estimated to be US$ 640 million,
equivalent to NIS 2,560,000,000, out of which NIS 1.4 billion in the institutional
market {General Sick Fund and Sarel (Ministry of Health)] and the remaining NIS
1.16 billion in the private market. _

However, it should be pointed out that in a petition filed on May 5™ 2000 by the
General Sick Fund to the High Court of Justice in Jerusalem, the General Sick
Fund states different figures. The General Sick Fund claims that the total sales
turnover of pharmaceuticals in Israel is NIS 3.5 billion per annum and that the
purchases of pharmaceuticals products by the General Sick Fund amounted in
1998 to NIS. 1.7 billion. The General Sick Fund further claims that it provides
medical insurance to more than 60% of the population of the State of Israel and
that it 1s one of the largest buyers of pharmaceuticals in the world.

The 1999 sales of GW products in the Israeli market carried out through the 3
distributors indicated in Section 9 above as well as direct sales to the institutions,
were as follows:

Private Market - approximately NIS 86,000,000

Institutional Market - approximately 11,715,000 Pound Sterling being the
equivalent of NIS 78,500,000.

Total - approximately NIS 164,500,000.

12, The 1999 sales of the SB products in the Israeli market were as follows:

>
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Private Market - approximately NIS 94,100,000

Institutional Market - approximately 7,400,000 Pound Sterling being the
equivalent of NIS 49,600,000

Oral Hygiene - approximately NIS 22,700,000
Total - ' approximately NIS 166,400,000

It should be clarified that, as customary in the industry, the sales of GW and SB to
the institutions, particularly to the General Sick Fund, are carried out directly from
the plants abroad while the importer or the subsidiary company in Israel (as the
case may be) receives a commission in respect of such direct sales. Such direct
sales are not registered as part of the sales tumover of the Companies giving the
Notice. Moreover, in the case of SmithKline Beecham Israel, the importation of
SB products sold to the private market is carried out by a few
importers/distributors (Pharm-Up Ltd., Neopharm Ltd. and Guri Import and
Distribution Ltd.). Such sales are not reflected as part of the turnover of
SmithKline Israel. What is reflected in the Financial Reports are the
margins/commissions in respect of such sales to the private and the institutional
markets. In view of the above, the sales turnover stated in the Financial Reports of
SmithKline Beecham Israel is much lower than the actual sales turnover of SB’s
products in Israel.

In view of the estimates of the total size of the pharmaceutical market in Israel as
indicated above, one may conclude that the share of the first Company giving the
Notice in the above market is approximately 6.4%, while the sales of the second
Company giving the Notice represent some 5.6% of the total pharmaceutical
market in Israel. However, if one makes his calculations assuming that the market
size is as stated by the General Sick Fund (NIS 3.5 billion), the market share of
the first Company giving the Notice is 4.7% and of the second Company giving
the Notice is 4.1%.

The sales of the tooth pastes and the tooth brushes in Israel by the second
Company giving the Notice amount to NIS 22,7 million. The first Company
giving the Notice has no sales in the oral care market.

The names of the main competitors of the Companies giving the Notice

The companies active in the pharmaceutical market in Israel fall into 3 categories
— Israeli manufacturing companies, importers, representing pharmaceutical
companies from all over the world and subsidiary companies of foreign
companies, such as Glaxo Wellcome Israel and SmithKline Beecham Israel.
Listed below are the main competitors of the Companies giving the Notice.

15.1. Israeli Industrial Companies
Teva Ltd., Agis Industries Ltd., Dexon Ltd. Rafa Ltd., Taro Ltd.,

Vitamed Ltd., Trima Ltd., Unipharm Ltd., Sam-On Ltd., C.T.S.
Industries Ltd.

15.2. Importers
Promedico Ltd., C.T.S. Ltd., Agis Ltd., Neopharm Ltd., Lapidot Ltd.,

Tradis Gat Ltd., Devries Ltd.,, Luxemburg Ltd., Pharmabest Ltd.,
Disco Trade Ltd., Trupharm Ltd.

15.3. Subsidiaries of foreign companies
Rhone Poulenc, Schering Plough, Pfizer, Johnson & Johnson, Aventis,
Roche, Novartis, Novo Nordisk, Eli Lilly, MSD, Genzyme, Bristol
Myers Squibb,

¥



-6— 117701311 1°T-"0 11 WY “P“];NUJ

&

SHUGOL & Co. ADVOCATES & NOTARY
52506 11 Thih , Details pfmergers ip-the lpsg 3,years BARUG

SHUG 21178 1113
(03)752-85 2 Neigher nogifyingspareyihas cayred Ou‘:ameravﬁ%‘}\g’& E‘E E”ears 2187 1?1113

17. Names of holding companies and subsidiaries of vilk& ACompanies givingrthe - g 511
0Z BUILDING, 14 ABBAREIESTIVER, RAMAT GAN 52506, ISRAEL ELAD KERNER 117 TU7R
TEL. 972-3-75Earhaane rafkthe Compmnies gpang the Notice has subsidiany companies all overn 1y
E- mail: fihenw@&ldhugoliaw.co.il IRIT FRISCHER 0718 N1 U

We the undersigned, hereby declare that the above details are, to the best of our
knowledge, complete and true and that the documents attached are true. Each one of us
confirms the truthfulness of the information pertaining to the company represented by
him and the truthfulness of the generally available information about the market as
described above.

Glaxo Wellecome ple . SmithKline Beecham plc

IEAVANR-AS]

2
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The undersigned hereby declares that the above details are, to the best of our knowledge,
complete and true and that the documents attached are true. Each one of us confirms the
truthfulness of the information pertaining to the company represented by him and the
truthfulness of the generally available information about the market as described above.

On behalf of Glaxo Wellcome pic

Simon M Bicknell

ﬁf——"i

Assistant Company Secretary

I
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The undersigned hereby declares that the above details are, to the best of our knowledge, complete and true
and that the documents attached are true. Each one of us confirms the truthfulness of the information
pertaining to the company represented by him and the truthfulness of the generally available information

about the market as described above.

On behalf of SmithKline Beecham plc

< N U nNTOOA
ASSISTANT SECRETARY

(Authorised signatory)
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