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NOTICE OF MERGER

In accordance with Section 17 of the Trade Restrictions Law, 5748-1988 (hereinafter “the Law™),

this Notice of Merger (the “Notice™) is given as follows:
1. Name of the company giving the Notice:
. International Business Machines Corporation ("IBM" or the "Company")
Address: 1 New Orchard Road
Armonk, NY 10504
USA
Contact person for this Notice:
Zippora Dekel, Advocate
IBM House, 2 Weizmann St.
Tel Aviv 61336

Tel : 03-6978218
Fax : 03-6978907

2. The other company which request to merge:

Cisco Systems, Inc. ("Cisco™)

Address: 170 West Tasman Drive
San Jose, CA 95134
USA

Contact person for this Notice:
Eliot Sacks, Advocate
Herzog, Fox & Neeman

Asia House, 4 Weizmann St.,
Tel-Aviv 64239, Israel

Tel: (972)-(3)-692-2020

Fax: (972)-(3)-696-6464

The assets which are provided by the Company;

IBM agreed to sell and Cisco agreed to purchase certain intellectual property
and pending patent applications, copyrights in documents and programme

Business to Cisco products.

1

rights (patents
s, know-how,
licenses and other rights, title and interests) ("IPR's") in regard to specific computer
networking products developed and sold until now by IBM’s Networking Hardware Division
(“the Relevant Business”). IBM has also agreed to migrate customers of the Relevant



7.1

In respect of the companies which are mentioned above:

The sales turnover of the merging companies together, in their respective {fiscal vears
preceding the merger, exceeded an amount of NIS 150 Million.

The agreements setting out the terms of the transaction (the Intellectual Property Transfer
Licence and Additional Terms Agreement dated 30 August 1999 (the “Agreement™} and
Amendment 11 to the Vendor Support Services Agreement No 08670 (“Amendment 117
collectively referred to as the “Merger ‘Agreement” below) are attached to this Notice (See
Attachment A),

The audited Financial Statements for the last financial year are attached to this notice (See
Attachment B).

Under the Merger Agreement between Cisco and IBM, IBM agreed to sell and Cisco as—ed
to purchase certain intellectual property rights (patents and pending patent applicaticus,
copyrights in documents and programmes, know-how, licenses and other rights. title and
interests) ("IPR's") in regard to specific computer networking products developed and sold
until now by IBM's Networking Hardware Division (“the Relevant Business™). In addition,
IBM agreed to implement a migration plan to transfer customers of the Relevant Business,
who wish to do so, from the IBM products affected by this transaction to equivalent Cisco
products. Such a migration is to be effected, inter alia, by joint sales calls by IBM and Cisco
to existing IBM customers. Ancillary to the transaction, IBM agreed to cease producing the
products comprised in the Relevant Business within one vear from completion and for a
period of four years thereafter that it will not: (a) assemble, manufacture or develop the
products or competing products; (b) sell directly or indirectly those products or competing
products under the IBM logo; (c) sell the products to third parties for resale on an OEM basis
or manufacture the products for third parties; (d) license others to use IBM logos on those
products.

The approximate joint shares of the merging companies in the local production, sales or
purchases of these products in accordance with the best knowledge of the Company. isse

below.

Relevant Geographic Market

It should be emphasized that for the purposes of examining the transaction the relevant
geographic market is a global one, dominated by leading multinational technology companies.
These companies operate on a global scale and compete with each other on that basis. Since
there are no advantages for local production of these products and since barriers for their sales
globally, if any exist, are of a minor nature, the world-wide demand for the products in
question is satisfied by these multinational companies. Accordingly, a customer for these
products, whether Israeli or otherwise, is in a position 1o choose the best product from
amongst a range of companies, discerning on the sole basis of price, quality and service.
Neither Cisco nor IBM manufactures these products locally, in Israel,

As a consequence of the foregoing, the relevant geographic market is a global one and

therefore the relevant data for the purposes of examining the transaction is global market
shares. However, for your convenience and in order to comply with the requirements of

}‘g



——

(a)

(b)

Israeli law and the local Merger Notice Form, we set out below our estimate of the merging
companies market share in Israel.

Relevant Product Market

In the view of the Company, the relevant market context for assessment of the transaction is
telecommunications equipment. In this market. competitors include. data-networking
companies, such as Cisco, 3Com and Newbridge Networks. as well as telephone equipment
providers, for example Nortel, Lucent and Alcatel. In this market. IBM's share is less than 1%
and the aggregate share does not exceed 6%.

It may be argued that the relevant product market is data-networking equipment, which is a
narrower definition of the market and, in the parties” view, not the correct market context for
assessment of the merger. In this sector (data-networking equipment), IBM’s share is less than
1% and the aggregate market share does not exceed 15%.

At narrowest, and again the parties do not consider this to be the proper market context. it ma:
be argued that the relevant product markets may be defined as; LAN networking equipment;
WAN networking equipment and interconnect controllers. The parties' shares of these product
areas would be as follows -

Product Cisco share in | IBM share in Israel | Total
Israel - 1998 - 1998

WAN equipment S0% <i% <51%

LAN equipment 27% 3% 30%

Interconnect 27% 15% 42%

controllers

Notes: Figures represent best estimates of Cisco and IBM or are based on data from
independent analysts where available.

The names and contact details of the main Israeli competitors of the Company:

Nortel
24, Raul Volenberg St., Tel Aviv.
Tel: 03-6456000

Lucent
Atidim, Building 3. Tel Aviv
Tel: 03-6458458
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{(c) 3COM
5. Arie Shenkar St., Herzeliya.
Tel: 03-9707333

(d) Intel
Matam, Haifa P.O.Box 1659 Haifa.
Tel: 04-8655711
(e) Motorola Information Systems
14, Nevatim St.. Petach Tikva.
Tel: 03-9274441

9. Details of prior mergers during the last three years:

IBM Israel Ltd. was involved in a merger with Tadiran Information Systems Ltd notified on
22 June 1999.

10.  The Israeli parent company and subsidiaries of the Company:

Parent company — IBM is the ultimate owner of the Relevant Business.

Subsidiaries in Israel: IBM Israel Limited, IBM Israel Properties Limited. IBM Israel -
Science and Technology Limited. Softel Software Technologies Limited, Tadiran Information
Systems Limited, Ubique Limited.

[ attest that all the details given above are complete and true, that the documents which are attached
are complete and that apart from them there is no other document which is related to the merger.

.r—\ ! r
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NOTICE OF MERGER

In accordance with Section 17 of the Trade Restrictions Law, 5748-1988 (hereinafter “the Law™),
this Notice of Merger (the “Notice”) is given as follows:

1.

b

LS )

Name of the company giving the Notice:

Cisco Systems, Inc. {"Cisco" or the "Company")
Address: 170 West Tasman Drive

San Jose, CA 95134

USA

Contact person for this Notice:

Eliot Sacks, Advocate

Herzog, Fox & Neeman

Asia House, 4 Weizmann St., Tel-Aviv
64239, Israel

Tel: (972)-(3)-692-2020

Fax: (972)-(3)-696-6464

The other company which requests to merge:
International Business Machines Corporation ("IBM")

Address: 1 New Orchard Road
Armonk, NY 10504
UUSA

Contact person for this Notice:

Zippora Dekel, Advocate
IBM House, 2 Weizmann St.
Tel Aviv 61336

Tel : 03-6978218

The assets which are provided by the Company:

Cisco is the holding company for a worldwide group of technology-based companies that
design, develop, manufacture, market and provide technical support in the area of computer
networking products and services. Cisco's products encompass a range of hardware and
software in the computer networking field.




7.1

in respect of the companies which are mentioned above:

The sales turnover of the merging companies together, in their respective fiscal years
preceding the merger, exceeded an amount of NIS 150 Million.

" The agreements setting out the terms of the transaction (the Intellectual Property Transfer

License and Additional Terms Agreement dated 30 August 1999 (the “Agreement”) and
Amendment 11 to the Vendor Support Services Agreement No 08670 (*Amendment 117)
collectively referred to as the “Merger Agreement” below) are attached to this Notice (See

Attachment A). :

The audited Financial Statements for the last financial year are attached to this notice (See
Attachment B).

Under the Merger Agreement between Cisco and IBM, IBM agreed to sell and Cisco agreed
to purchase certain intellectual property rights (patents and pending patent applications,
copyrights in documents and programs, know-how, licenses and other rights, title and
interests) ("IPRs") in regard to specific computer networking products developed and solc
until now by IBM’s Networking Hardware Division (“the Relevant Business™). In addition,
IBM agreed to implement a migration plan to transfer customers of the Relevant Business,
who wish to do so, from the IBM products affected by this transaction to equivalent Cisco
produets. Such a migration is to be effected, inter alia, by joint sales calls by IBM and Cisco
to existing IBM customers. Ancillary to the transaction, IBM agreed to cease producing the
products comprised in the Relevant Business within one year from completion and for a
period of four years thereafter that it will not: (a) assemble, manufacture or develop the
products or competing products; (b) sell directly or indirectly those products or competing
products under the IBM logo; (¢} sell the products to third parties for resale on an OEM basis
or manufacture the products for third parties; (d) license others to use IBM logos on those

products.

The approximate joint shares of the merging companies in the local production, sales or
purchases of these products, to the best knowledge of the Company, is set out below.

Relevant Geographic Market

It should be emphasized that for the purposes of examining the transaction the relevant
geographic market is a global one, dominated by leading multinational technology companies.
These companies operate on a global scale and compete with each other on that basis. Since
there are no advantages for local production of these products and since barriers for their sales
globally, if any exist, are of a minor nature, the world-wide demand for the products in
question is satisfied by these multinational companies. Accordingly, a customer for these
products, whether Israeli or otherwise, is in a position to choose the best product from
amongst a range of companies, discerning on the sole basis of price, quality and service.
Neither Cisco nor IBM manufacture these products locally, in Israel.

As a consequence of the foregoing, the relevant geographic market is a global one and
therefore the relevant data for the purposes of examining the transaction is global market
shares. However, for your convenience and in order to comply with the requirements of
Israeli law and the local Merger Notice Form, we set out below our estimate of the merging
companies market share in Israel.

>
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7.2 Relevant Product Market

In the view of the Company, the relevant market context for assessment of the transaction is
telecommunications equipment. In this market, competitors include, data-networking
companies, such as Cisco, 3Com and Newbridge Networks, as well as telephone equipment
providers, for example Nortel, Lucent and Alcatel. In this market, Cisco’s share 15 no more
than 5% and the aggregate share does not exceed 6%.

It may be argued that the relevant product market is data-networking equipment, which is a
narrower definition of the market and, in the parties’ view, not the correct market context for
assessment of the merger. In this sector (data-networking equipment), Cisco’s share is 13%
and the aggregate market share does not exceed 15%.

At narrowest, and again the parties do not consider this the proper market context, it may be
argued that the relevant product markets may be defined as: LAN networking equipment;
WAN networking equipment and interconnect controllers. The parties' shares of these product

areas would be as follows -

Product Cisco share in | IBM share in Israel | Total
Israel - 1998 - 1998

WAN equipment S0% <1% <51%

LAN equipment 27% 3% 30%

Interconnect 27% 15% 42%

controllers

Notes: Figures represent best estimates of Cisco and IBM or are based on data from
independent analysts where available.

The names and contact details of the main Israeli competitors of the Company:

3Com
5 Shenkar St. Herzliya
Tel: 972-9-9707333

Nortel
24 Raul Wallenberg St., Tel-Aviv
Tel: 972-3-6456000

RAD
12 Hanechoshet St., Tel-Aviv
Tel: 972-3-6458181

Alcatel Israel
Tel: 972-3-9262011
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Lucent
Atidim, Building 3, Tel Aviv
Tel: +972-3-546 9677

Newbridge-TNN
TNN Networks Ltd.
Bareket 9 P.O.Box 86
49104 Peth-Tikva
 Tel: 972-3-9262164

9 Details of prior mergers during the last three years:

In addition to a number of minority/venture capital holdings in Israeli companies, Cisco
acquired C.D.S.I Limited, an Israeli company, in 1998.

— 10. - The Israeli parent company and subsidiaries of the Company:

Parent company — Cisco is the ultimate parent of the purchaser.

Subsidiaries in Israel — Cisco Systems Israel Limited

We attest that all the details given above are complete and true, that the documents which are
attached are complete and that apart from them there is no other document which is related to the
merger.
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