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The following definitions apply throughout this document unless the context reguires

otherwise:—

Britishh Airways or BA British Afrways Ple

BA Group BA and its subsidiaries

British Caledonian or B-Cal British Caledonian Group plc

B.Cal Group B-Cal and its subsidiaries

BA shares the cxisting issued ordinary shares of 25p eachin British Airways
new BA shares the w dinary shares of 25p cach in British Airwaysio be issued,

eredited as fully paid, pursuant 1 the Revised Offer

B-Cal shares the existing issued fully paid ordinary shares of £1 each in Briti
Caledonizan and any ordinary shares of
issued fully paid pursuant to the exercise 0

Share Option Scheme while the Revised Offer remains open for

sh
£1 each in British Caledonian
f options under the B-Cal

acceplance

B-Cal Share Option Scheme the British Caledonian Group plc Executive Share Option Scheme

Cash Offer the ofter contained herein by Lazard Brothers on behalf of BA to
acquire B-Cal shares for cash

Form of Acceptance t(};& pink form ot acceplance and election relating to the Revised

er

Lazard Brothers 1azard Brothers ik Co., Limited

Listing Particilars the listing particulars relating to ihe issuc of BA shares and dated
25th November, ‘327

Loan Notes the loan notes to be ssued by BA[ #umt o the Loan Nowe
Alternative

Loan Note Alternative the loan note alternative sei «ut in this document under which

holders of B-Cal shares who accent the Revis

receive all or part of their consideiation i Loan Notes

Original Offer the ofier contained in the Original Offer I
Original Offer Document the offer ac~ument dated 25th November,
by Lazard Brothers on behalf of BA for all B-Cal shares

ed Offer may clect to

1987 centaining an offer

Revised Offer together, the Cash Offer, the Share Offer and the Loan Note
Alternative

Share Offer the offer contained herein by Lazard Brothers on behalf of A tO
acquire B-Cal shares for new BA shares

Supplementary Listing the supplementary listing particnlas contained in Appendix IV of

Particulars this document

United States the Unit::d States of America (including the States and the District of
ICo‘lungbga), its territories, its possessions and other areas subject 1o its
jurisdiction

US person s citizen or resident of the United States, a corporation, partaership

or other entity crented or organized

in or under the laws of the

United States and an estate or trust the income of which is subject

Ut "»d States federal income taxation regar
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Liierctors:

British Airways Plc

Lord King of Wartnahy (Ghasrman) tegistered Office:

R. A. Henderson Speedbird House,

Sir Colin Marshall Heathrow Alrpont {Londen),
M. (1. E. Duniop Hounslow TW6 2JA,

R. E. 8, Collms

A M. Davies Registered in England

J, \vi Icgmp No. 1777777

Sir [rrancis Kennedy
H. U, A, Lambens

18th December, 1987

T'o the holders of B-Cal shares and, for information only, to the h @
Cal Share Option Scheme.

s of eptions under the 3~

Der.e »ir or Madam,
Revised Offer for British Caledonian

We announced on 10th December, 1987 our intention tc make a revised offer for
all British Caledonian’s shares including an offer to buy all your shares for cash.
This cash offer values British Caledonian at approximately £200 million,

We are offering you a choice so that you can either
accept £9.72 in cash for each B-Cal share you own; or

elect for Loan Notes of a nominal amount of £9.72 for
each B-Cal share; or

accept the Share Offer which, on the basis set out on page 5 values each
B-Cal share at £7.95.

Details of the Revised Offer are set out on pages 5 to 10. This is a generous
offer, giving all British Caledonian shareholders an oppertunity to obtain a good
price for the whole of their investment,

British Caledonian’s position

I said in my letter to you of 20th November that British Caledonian could not stay
as it is. Its financial difficuities could not be disguised. I believe this position is
accepted by the B-Cal Board, who have said that they expect their 1987 audit:

“ro confirm a loss on trading activities, which will be offset by exceptione!
profits resulting from the sale of certain assets and subsidiaries, Save as
aforesaid, there has been no material change in the financial or trading
position of the B-Cal Group since 31st October, 1986, the date of the latest
published audited accounts of B-Cal, other than in the ordinary course of
business”.

In the year to 31st October, 1586 British Caledonian’s airline activities lost
£25.5 million.

The airline therefore needs to find new owners who will be able to realise
sufficient synergistic and other benefits from a merger and will invest sufficient
capital to turn around the performance of B-Cal's business and to ensure its
continued development.

- TR . %
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British Airway:" intersics j7 quire simply 1o build she wor@d’s most successful
aisline. We are fully commitred 10 developing B-Cal's business. BA has the “
financial and marketing strength to manage the merged airline to the benefit of its
employees, customers and shareholders.

"This is the only solution which can provide long term joo s.ecurézty and enhanced
career prospects, We have said that BA sees a need for reductions in manpower
across the merged airline. But we have also made clear that these reductions
should be achievable by voluntary severance and natural wastage within the
merged airline.

The SAS non-solution

The proposals announced by SAS provide no long term solution for B-Cal’s
problems, SAS would not guarantee B-Cal’s debts. The synergies which could be
derived are extremely limited, The amount of new money proposed to be invested
in B-Cal is wholly inadequate, particularly since B-Cal intends to incur up to £11
million of new debt in order to enable the Employee Trust to subscribe for shares,

The suggestion that the proposal would secure B-Cal’s independence does not
add up: Sir Adam Thomson has himself said that there is no future for
ir.dependent medium-sized airlines,

We have no doubt that much more money would be needed to keep B-Cal going
as an independent airline, But where would that extra money come from? And how
much would your remaining shares be worth?

Do not be fooled. ‘The SAS proposal is barely a short-term palliative, It is
certainty nict a longer-term solution, '
Our revised offer provides

@ shareholders an opportunity to realise the whole of their

investment at a very full cash price. The SAS proposals de not
provide this;

® employees enhanced longer-term job security and career
prospects, The SAS proposals do not provide this;

® the UK civil aviation industry a unique opportunity for
growth, including the creation of more epportunities for other
gllglependent British airlines. The SAS proposals do not provide
ls.

There is n¢ other credible offer on the tabl : . .
B-Cal’s business. Accept BA’s full oﬁ‘er.e able which will safeguard

Yours faithfully,
King of Wartnaby

Mor~rou A IDIAMAVE
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Lazal'd Br Oﬂ‘lel' S & CO;, Limitcdl ' FPegntered Office:

21 Moorhiclds,

Lendon LC2E 2HT
Registered in Fngland

No. 162175

18th December, 1987

To the holders of B-Cal shares and, -+ information only, to the holders of options under the B-Cal
Share Option Scheme,

Dear Sir or Madam,

Revised Offer for British Caledonian on behalf of British Airways

Introduction

On 10th December, 1987, the Board of British Airways announced that a revised offer would be
made by Lazard Brothers on behalf of British Airways to acquire the whole of the issued share
capital of British Caledonian. This document contains the terms of the Revised Offer which we are
now making on behalf of BA and includes Supplementary Listing Particulars,

Your attention is drawn to the Ietter from the Chairman of British Airways on pages 3 and 4 in
which he explains why B-Cal sharcholders should accept the Revised Offer.
The Revised Offer

The Revised Offer consists of the Cash Offer, the Share Offer and the L.oan Note Alternative.

On behalf of British Airways, we hereby offer to acquire, on the terms and subject 1o the
conditions set out or referred to herein, all the B-Cal shares on the following basis:—

The Cash Offer
¥or each B-Cal share £9.72 in cash

The Cash Offer values B-Cal at approximately £200 million (assuming the exercise of ail
outstanding options under the B-Cal Share Option Scheme),

The Share Offer

For every 22 B-Cal shares 115 new BA shares

and so in proportion for any other number of B-Cal shares,

Fractions of new BA shares will not be allotted to accepting shareholders of B-Cal, The new BA
shares representing the aggregate of {ractional entitlements will be sold in the market and the net
cash proceeds distributed pro rara 10 relevant accepting shareholders of B-Cal, except that
individual amounts of less than £2 will not be distributed but will be retained by British Airways.

The Share Offer values each B-Cal share at approximately £7.95 based o the mid-market
quotation for BA shares on 17th December, 1987 (the latest practicable date before the printing of
this document) of 152p, as derived from The Stock Exchange Daily Official List.

Acceptances of the Cash Offer and/or the Share Offer should be received by 3.0 p.m. on
Tuesday, Sth January, 1988,



The Ghare Offer is subject to the restriction? concesning B-Cal sharghaid_ers who are 1S pc:’sons
or where repistered address is in the United States, @s more fully described in par agraph 3 of Part B
of Appendix I, This document is not being posied 1o addresies In the Unired States.

The B-Cal shares will be acquired free from all liens, charges and encumbrances and mcn%eu‘:er
with all rights now and hereafter citaching thereto, including the right 1c all dividends and other
distributions (if any) declared, made or paid heresfier.

‘The new BA shares to be issued under the Share Offer will be issued cm‘ediifd as fuily Qaidnand
will rank pari passu in all respects with the existing BA shares including the right to receive i fu!l
alf dividends and other distributions declared, made or paid after the date hereof save that they witl
not rank for the intesim dividend of 2.25p (net) per share payable on 13th January, 1988 in respect
of the year ending 31st March, 1988,

Your attention is drawn to the further terms and conditions of the Cash Offer and the Share
Offer set out or referred to in this fetter, in Appendix I and in the Form of Acceptance.

The Loan Note Alternative . .
B-Cal shareholders who accept the Cash Offer may elect to reccive L.oan Notes as consideration for
all or part of their holding of B-Cal shares, instead of cush, on the follewing basis:

For each B-Cal share £9.72 nosinal of Loan Notes

Loan Notes will not be allotted in respect of fractions of £1,

The Lozn Notes will be redeemed by BA on 29th March, 1998 unless redeemed ecarlier at the
option of note holders on any interest payment date on or after 20th March, 1989, They will carry
interest at a fixed :ate of 10% per cent. per annunl. Interest wiil be payable (less income tax at the
basic rate} hatf-yearly on 29th March and 30rh September in each year. The terms of the Loan
Notes are more fully deicribed in Appendix X1, Their value has been estimated by Rowe & Pitmun
Limited as at 17th December, 1987 to be approximarely 100% per cent. of their par value. It 15 not
intended that the Loan Notes be listed or dealt in on any stock exchange.

The Loan Note Alternative is subject to the same restrictions woncerning B-Cal shareholders
who are US persons or whose registered address is in the United States as the Share Offer.

Flections for the Loan Note Alternative should be received by 3.00 p.m. on Tuesday,
5th January, 1988.

The Cash Alternative offer contained ir our letter of 20th November, 1987 (as defined therein)
has now lapsed and is no Jonger available,

Financial effects of aceeptance
Capital

The B-Cal shares are not listed on any stock exchange and cannot therefore be readily attributed a
market value. The Cash Offer values cach B-Cal share at £9.72 and the Share Offer values each
B-. 1share at approximately £7.95, on the basis set out above; holders of B-Cal shares who elect
for the Loan Note Alternative will receive Loan Notes with a nominal value of £9.72 per B-Cal
share.

Income

No dividend was paid in respect of B-Cal shares for the year ended 31st October, 1986. Holders of
B.Cal shares who accept the Share Offer and receive new BA shares will receive dividends declared
or paid in the future on those shares except for the interim dividend of 2.25p (net) per share
payable on 15th January, 1988. B-Cal shareholders who accept the Cash Offer should be able to
reinvest the proceeds, after taking account of any liability to taxation, to produce an income, B-Cal
shareholders wha elect for the Loan Note Alternative will receive interest half-yearly at the annual
rate (before 1ax) of 10% per cent, of the total nominal amount of the Loan Notes they receive.



Taxation
(a) The Share Offer and Loan Note Alternative

The Directors of British Airways have been advised that 2 shareholder who, together with persons
connected with him, holds not more than 5 per cent. of the B-Cal shares and who accepts the Share
Offer or accepts the Cash Offer and elects for tlie Loan Note Alternative will noy, if the Revised
Offer becomes unconditional in all respects and to the extent that he receives pew BA shares or

Loan Notes, as the case may be, be treated as effecting a disposal or part disposal for the purposes of
UK taxation of capital gains,

Any aceepting shareholder who, together with persons soanected with him (if any), holds more
than 5 per cent. of the B-Cal shares should note that an application has been made for clearance
under Section 88 of the Capital (3ains Tax Act 1979 in respect of the Revised Offer.

A subsequent disposal of all or any of the new BA shares or Loan Notes will constitute & disposa
or part disposal for the purposes of UK taxation of capital gains and may give rise to a liability to
Taxation,

The Loan Notes will constitute qualifying corporate bonds within the meaning in Section 64 of
the Finance Act 1984, with the resuit that neither a chargeable gain nor an allowable Loss in respect
of the Loan Notes should arise on a disposal thereof. However, on such a disposal (or part disposal),
the whole (or corresponding part) of any chargeable gain (or allowable Joss) which a B-Cal
shareholder would have made had he disposed of his B-Cal shares at their market value
immediarely before the Revised Offer becoming unconditional in all respects will fall 1o be taken
into account for capital gains purposes and accordingly a liability to taxation may arise. A disposal
of a Loan Note may also give rise 1o a liability to income taxation in respect of accrued interest
under the accrued income scheme introduced by the Finance Act 1985,

{2y The Cash Offer

Accepiance of the Cash Offer will, if the Revised Offer becomes unconditional in all respects,
constitute a disposal or part disposal for the purposes of UK taxation of capital gains and may give
rise to a liability to taxation.

(c) General

Any holder of B-Cal shares who is subject to taxation in any jurisdiction other than the UK or who
is for any other reason in any doubt about his own tax position should consult his professional
adviser.

Management and Employees

BA intends that the employees of B-Cal Group retained by the merged aitf '« <rould in due course
be employed by BA on similar terms of employment as comparable employces in BA. BA has
acknowlcdged that the merger will lead to a reduction in requirements for staff of the order of
2,000 employees before taking account of the employment consequences resulting from the return
of liccrices o the Civil Aviation Authority, Subject to consultation with trade unions, BA believes
that reductions in the UK should be achievable by voluntary severance and natural wastage across
the merged airline (BA recruits around 3,000 employees a year), The existing rights, including
pension rights, of B-Cal Group employees will be fully safeguarded.

B-Cal Yhare Qpiion Scheme

“The Revised Offer extends to B-Cal shares issued under the B-Cal Share Option Scheme while the
Revised Otfer remains open for acceptance. Appr .priate proposals will, in due course, be made to
the holders of options under the B-Cal Share Option Schvine,

Restrictions on ownership of shares in BA

Rights of BA to operate, in particular on international routes, could be withdrawn if BA ceased 10
be substantially owned and effectively controlled by UK nationals. Accordingly, the articles of
sssociation of BA contain powers whish may be used to limit the numlar or v+ g rights of shares
in which non-UK nationals own interests or, if necessary, to require Jheir comoulsery disposal, ot
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to restrict the transferability of shares. As at 17th I)eccx:;bcr, 1987, approxiriately 19 per cent. of
the BA shares were Foreign Intercst Shares (s defined in the Form of Acceptance).

The articles of association also restrict, until 31st January, 1992, 1he ypaximum proportion of
BA's issued share capital in which any persen Gincluding connected persons) may be interested 10
15 per cent,

The relevant provisions of the asticles of association, which could be altered atany tirae by a
special resotution, are described in more detail i~ paragraph B of Part ! of the Ligting Particulars.

To enable the Directors of BA to identify Foreign Interest Shares, holders of B.Cal sharc§ who
accept the Share Offer will have tu provide a declaration as to the nationality of persons having
intercsis in new BA shares. Further details are contrined in the Form of Acceptance,

Procedure for acceptance

IF YOU HAVE NOT ALREADY ACCEPTED THE ORIGINAL OFFER, to accept the Kevised
Offer you must complete and sign Part A of the enclosed Form of Acceptance in accordance with
the instructions contained theréin (which form part of the Revised Offer),

‘The Form of Acceptance, duly completed and signed, should be returned by post or delivered in
the pre-paid envelope, together with all the relevant share certificates and/for other document(s) of
title, to Lioyds Bank Plc, Registrar’s Department, Issue Section, PO Box 1000, 11 Bishopsgate,
London EC2N 3LB, so as to be received as soon 25 possible and in any event not later than
3,00 p.m. on Tuesd:y, Sth January, 1988.

{s; The Cash Offer
If you wish to receive cash for ali your B-Cal shares you do not need to complete any other part of
the Form of Acceptanace.

{b) The Loan Note Alternative

1f you wish to elect for the Loan Note Atternative in respect of all or part of your holding of B-Cal
shares for which you arcept the Cash Offer, you must also complete Part B of the enclosed Form
of Acceptance and return it in accordance with the instructions contained therein (which form
part of the Revised Offer). You should note that failure to comply with the instructions in ail
respects may result in your being ¢vemed to have accepted the Cash Offer but not to have elected
for the Loan Note Alternative,

(¢) The Share Offer
To accept the Share Off2r you must, in addition to Part A, complete and sign Part C of the
enclosed Form of Acceptance in accordance with the instructions contained therein (which form

part of the Revised Offer) and, if applicable, complete the nationality declaration contained in
Part D,

(d) General

1f your share certificate(s) and/for other documeni(s) of title is/are not readily available or isfare lost,
tire Forra of Acceptance should nevertheless be completed and signed and returned as indicated
above, The share certificate(s) and/or other documeni(s} of title should be forwarded as scon as
possible thereafter. Although no cash payment and no allotaent of new BA shares or Loan Notes
will be made or share certificates or Loan Notes despatched until such document(s), or an
acceptable indemnity in lica thereof, is/are reccived, BA and Lazara Brothers reserve the right to
treat acceptances of the Revised Offer as valid even though not complete in ali respects ot not
accompanied by all the relevant share ceitificates and/for other docuiment(s) of tnle,

No acknowledgement of receipt of documents will be given,

The enclosed pre-paid envelope, addressed to Lloyds Bauk Ple, Registror’s Department, “uay be
used to return your Form of Acceptance.

If you wish to obtain guidance on how to complete the Form of Acceptar.ce you may telephone
Lioyds Bank Plc oxi (01) 623 1288: Extensions 1082 or 1691,
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{e} Overseas shareholders
‘The artention of shareholders po.t residest in the United Kisgdem 15 drawn to paragraph 3 of
Part B of Appendix [ and 15 the relevant provisicns set out ju the Form of Acceptance.

The new BA shares and the Loan Notes iave ot been, and a.e aot interded 1o tc, registered
under the United States Securities /ict of 1933, as amended. BA is therefore preciuded by US
securities laws from issuing new BA shares, Loan NMotes or other securiiies o any B-Cal
ahareholder who either (1) has a registered address in the United States or (i) deletes the
declarztion incorporated 1n paragsaph 3 of Part 1 and paragraph 3 of Pant C of the enclosed Form
of Acceprance to the effect that he is not a US person, does not held any B-Cal shares in respect of
which he has accepted the Revised Offer on behalf of a US persor and will not hold or acquire any
new BA shares or Loan Notes for the account or beriefit of a US pexson or with 2 view to the offer,
sale or delivery of any new BA shares or Loan Notes in the United 3tates or to US persons,

Accordingly, any such B-Cal »hareholder who accepts the Share Offer will thereby authorisc
Lazard Brothers o its agents to sell the new BA shares to which he may become entitled on his
behalf in the market and to remit to him the net sale proceeds after the deduetion of expenses, In
addition any such B-Cal sharcholder who accepts the Cash Offer and elects for the Loan Note
Alternative will be deemed to have accepted the Cash Offer but not elected for the Loan Note
Alternative,

Sales and transfers of new BA shares and Loan Notes will be restricted to those in favour of
persons making a like declaration until the date six months after the date of first allotment o the
new BA shares or Loan Wotes, as the case may be, and in connection therewith the ancillary
provisions (including those relating to delivery of certificates for new BA shares on The Stock
Exchange) set out in paragraph 3 of Part B of Appendix [ will apply.

IF YOU HAVE ALREADY ACCEPTED THE ORIGINAL OFFER you are entitled to receive
the full benefit of the Revised Offer without taking any further action. Accordingly if you have
ac-epted the Original Offer you need take no further action, unless you wish te alter the form of
consideration you would like to receive. All those who sought to accept the Cash Alternative under
the Original Offer will, unless they otherwise indicate, be deemed to have clected to receive the
Cash Offer under the Revised Offer. All other acceptors of the Original Offer will be deemed to
have elected for the Share Offer under the Revised Offer, unless they otherwise indicate, If,
therefore, you accepted shares under the Original Offer and now wish to receive cash, you stould
{ill i a new Form of Acceptance,

Settieraent and Dealings

(a) Settlernent

Subject to the Revised Offer becoming unzonditional in all respects, cheques resulting from the
acceptance of the Cash Offer, definitive cerficater for the new BA shares and Loan Notes and any
fractional entitlements will be despatched:—

() in the case of acceptances received, complete in all respects, by the date when the Revised
Offer becomes or is deciared unconditional in all respects, within 21 days of such date; or

(ii) in the case of acceprances received, complete in all respects, after such date but while the
Revised Offer rema’« -, open for acceptance, within 21 days of such receipt.

(6) Dealings

Application will be made to the Council of The Stock Exchange for tiic new BA shares tobe
admitted to the Official List. It is expected that dealings therein will commence on the first dealing
day following the datc on which the Revised Cffer becomes or is declared unconditional in all
respects, for normal account settlement. Pending the despatch of definitive share cextificutes,

transfers will be certified against the regisier,

(c) General . ‘
All documents and rernittances sent by or to holders of B-Cal shares will be sent by post at their
risk. If the Revised Offer lapses, Forms oi Acceptt. ice, share certificates and/or other documents of
title witl be returned by post within 14 days of the Revised Offer lapsing.
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Ai} cash paymen’s will e made by cheque drawn on 2 fowin clearing brisdic of £.Joyds Bank e

Al mandates sud othes instructions in force relatirg to dividend payments < B-Cal shares will,
Laless and until revoked, cantinue in force in relation 12 dividend payments on the pew BA shares.

Further Information
Your attestion is drawit to the following Appendices which fosm part of this decumendi—

Appendix I Conditions and further terms of the Revised Offer
Appendix 1T Particulars of the Loan Motes

Appendix 11T Additional information

Appendix IV Supplementary Lisiing Particulars

Yours faithfully,
for Lazard Brothers & Co., Limited

Peter Grant
Deputy Chairman

BRITISH AIRWAYS
P
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& APPENDIX ]

CONDITIONS AND FURTHER TERMS OF THE REVISEDR OFFER

PART A. ‘The Revised Ofer is subject 1o ihe fallowing conditions—

(i3 valid acceprances being received and nat, where i ; n) by i
A : a3 ere permitted, withdrawn) by 3.00 p.m. on Sth Jentary, i988 (or sech

I!ilzcrstcsdmf)([s? and{n: date(s) as BA may deide) in sezpect of not less than 91} per .:rl:}m. of the !iiﬁal sl:{n}fs 0 \E‘h;:h the
l. Ivs ) ;rﬁchalcs {or such lesser perecniage as BA may decide) pravided that shis sondimann wall aat be satistied
15 cssl 55 Da ave acquired or agreed 2 acquire 3. Cal shares, pussians 15 the Reyised O, or otherw ae, caL fulig
rgforc than 30 per cent. of the yotes exercisable at a general meeting of B-Cal includng for s parpose, 10 the exteat
(i€ any) rcqwhred by the Pancl on ‘Take-overs 2nd Mergess, any votes which could arise o e exeraise 1n full o
Opt(ions hcnrl!;l le of excrcise during the Ofer period (as defined by the City Code pn Take-nvers and Mergers) pranted
UF; er the =(t'=ll Shase Option Schieme; and for this purpose, the expression B-Cal sharesto which the Revised Dfier
enfates used above shgll mean the aggregare of (i} the D-Cal shures issued or alioted before the date nf the Osiginal
Offer and (ii) the B-Cal shares allotted on or alter the date of the Original OfFer but on or hefore the first ¢losing date
or such later date as the Board of BA may determine, but excluding shiares which, 2 the date of the Origmal OHer,
arc beld by BA orits associates (within the meaning of Section 430K of the Companies Act 1985);

(i) no government or governmental, quasi-governmental, supranational er trade agency or regulatory body or courlor
other person having instituted or threatened any actios, ;mccrdingz, it or inﬁcﬂizminn E}r enacsl'ed, :gade or
proposed any statute or regulation or order or done anvihing that might {a) make the Revised Offer or the proposed
acquisition of the B-Cat sharcs by BA tllegal or resirict, prohibit, delay or otherwise moterinlty interfere with the
inplementation of, or impose additional conditions or obligations with respeet to, or otherwise challenge the Revised
Offer or the acquisition of any B-Ca_i shares by BA, (b) require the divestiture by the BA Group or the B-Cal Group
of all o any material propartion of its business, assets o property or result in withdrawsl or revocation of any of its
licences or impose any material limitation on its ability to conduct its business and 10 own its assets or propertics and
which is material in the contextof the relevant group 13 a whole, (¢) impose material limitations on thz ability of BA
to acyudre or hold or to exercise effectively all rights of ownership of B-Cal shares or (d) ollserwise adversely affect in
any material respect the B-Cal Group or the DA Group except that this condition (if) shall not apply to the Tulfiiment
by BA of its commitment to the Monopolies and Mergers Commission to act in accordance willi the proposals BA
put forward which are described in the Commission’s 1eport Cin 247 drted 4th November, 1987;

{iit)  assurances satisfactory 1o DA having been reccived from the appropriate regulatory authorities that the Air
Ogerator’s Certificates and Air Transport Licences of the B-Cal Group will not be affecied by the merger being
implemented in such a way that the merged airline can operate as one carrier for the purpose of designation by the
United Kingdom on international rouies;

() all authorisations, orders, grants, confirmations, consents, permissions and approvals necessary for or in respect of the
Revised Offer and the proposed acquisition of B-Cal by BA being obtained in a form satisfactory to BA from
appropsiate governments, governmental, quasi-governmental, supranational or trade agencies and regulatory bodies,
ang st;%:h authorisations, onlers, granis, confirmations, consents, permissions and epprovals remaining in fuli force
and =ffecy;

(¥)  nomember of the B-Cal Group having, since 31st October, 1986 (except as disclosed in B-Cal’s published audited
Report and Accounis for the year ended 31st October. 1986 or otherwise disclosed to BA or Lazard Brothers in
writing before 01l December, 1987 or pursuant 1o intra-group transactions): (a) issued or authorised or proposed the
issue of additional shares of any class {other than pursvant to gptions hen outstanding} or securities convertible into,
or rights, warrants or options to subseribe for or acquire, any such shares or convertible securiies, (b) declared, paid
or made or proposed to declare, pay or make any dividend or distribution {c) authorised or proposed or announced its
intention to propose any merger or acquisition or disposal of assets (other than in the ordinary course of trading) or
shares or change in its share or loan capital, (d) issucd any debentures or (save in the ordinary course of business)
incurred any indebtedness or contingent liability which is material in the context of the B-Cal Group taken as 4
whole, {¢) entered into any contract or commitment (whether in respect of capital expenditure or otherwise) which is
of 2 long ferm or unusual nature or which involves or could involve an obligation of 4 nalure or magnitude which is
material in the context of the B-Cal Group taken as a whole, (f) entered into any contract or other transaciion
otherwise than in the ordinary course of wusiness which is material in the context of the B-Cal Group takenas a
whole or {g) entered into any agreement with respect to any of the transactions or events referred to in this
paragraph (v};

{(v)  there being no provision of any agreement or other instrument to which any member of B-Cal Group is a party or by
or to which any such company may be bound or be subject which could asa consequence of the proposed acquisition
result, to an extent which is material in the context of B-Cal Group taken a3 a whole, in (3} any moneys borrowed by
any such company becoming tepayable, (b) any such agreement being terminated or materially modificd or any
material action being taken or arising thereunder, or {c) the business of any such company with any ether body, firm
or company being materially and adversely affected;

{(vii) since 315t October, 1986, no material litigation or arbitration proceedings having been instituted or threatened
against any member of R-Cal Group;

(viti) since 315t Octaber, 1986, there having been no material qdvcrsc_chnngc in the financial or trading pesition of B.Cal
Group otherwise than as a result of seasonal fluctuations in trading;

{ix)  the Council of The Stock Bxchange admitting to the Official List the new BA shares, .

The Board of BA reserves the right to waive, in whole or in part, all or any of conditions (if) to (viii) inclusive.
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PART B, Fucept as vared in tius documens, the leams sl ot in Parts Band (© of Appendis 1 mile Onpual ( )ifré s
Dincurnest apply 12 thie Kevised Oflor, References therein 1o the Offer ovd the Tomm ¢t Acceptaac e, rcsprtilﬁfh and unless
1he context oiherwise requires, shall be canstrued as references 1o the Revised Offer and 1he puck Fom of Acteplance
accampanying this document, The Cash Alternative referred an the Origanal Offer Drcumest has now lapsrgi and 80
available for acceptance. Except where the context oiherwise requires, references in ihus Agperdis and i the Form of
Acceptance {i) 10 the Revised Ofer, the Cash Offer, she Share Otfer or the Loan Note Alierpagve shall anclude any
extension or revision thercaf of any other cash aliernative and {ii} 10 the Revised Olfer becomiag uncondlu‘ﬂmﬂ shall ke

¢ nstrued as references to the Revised Offer becoming unconditicnal as to acceptances, whether pf ot any aber condien
of the Revised Offer remains to be fulfilled, References in this document and in the Foim of Acerpianee 10 the Revised
Offer becoming unconditional shall (unless the context otherwise expressly requires) include relorenses © the Revieed Otler
Leing declared uncenditional,

1. Acceprance period . o . o
() Although no revision is envisaged, if the Bevised Offer is revised it will semain open far acceplance for a penng ofpt
least fourseen days from the date of posting written notification of thie revision to B-Cal shareholders, Lacept with the

cansent of the Panel on Take-overs and Mergers, no revision of the Revised Offer may be posted 10 B-Cal sharchslders
afier 2nd February, 1988,

"The Revised Oifer, whesher revised or not, shall not be capable of tecoming unconditioni after 5.00 pan. on

16th Tebruary, 1988, nor of being kept open after that time unless it hasbecome un-:ondsgmnal. However, BA reserves
the right, withy the permission of the Panel on Take-overs and Mergers, o extend the Revised Offer toa laier date, BA
may not, for the purpose of determining whether the conditfon o5 to acceptances has been satisfied, take inta account
acceptances receivad or purchases of B-Cal shares made after 1,00 p.m. on 16th February, 1988, or such later date, ns
the case may be,

(ii

~—

2, Announcemenls .

Hy 5.00 p.m. on 16th February, 1588 (or any other date beyond which BA has stated that the Revised Offer will not be
extended and such statement hns not been withdrawn), BA will (unicss otherwise perniitted by the Paned on Tuke-overs and
Mergers) make an appropriate announcenient as 1o whether the Revised Offer is unconditional or hias lapsed,

3, Overseas sharchalders and restrictions on transfer

The making of the Revised Offer to certain persons not resident in the United Kingdom or who are citizens or nationals of
other countries may not be permitted or may otherwise be affected by the laws of the relevant jurisdictions; B-Cal
shareholders niot resident in the United Kingdom or who are citizens or nationals of other countries should inform
ihamselves about and observe any applicable legal requirements, It is the responsibility of any such pesson wishing 10 accept
the Revised Offer 1o satisfy himself as to the full observance of the laws of the relevant territory in cannection therewith,
including ihe ebtaining of any governmentul or other consents which may be required and the compliance with other
necessary formalities.

The new BA shares and the Loan Notes huve not been and wilk not De registered under the United States Securities Act
of 1933, as amended. Accordingly the new BA shares and Loan Notes may not be offered, sold or delivered inthe United
States or to US persons, BA irtends 1o apply six months from the date of allotment of the new BA shares for a listing of suck
shares on the New Yark Stock Exchangz and The Teronto Stock Exchange, Until such applications have been made, the
new BA shares may not be dealt in on such exchanges. No such application is intended to be made with regard o the Loan
Notes. Therefore accepting B-Cal shareholders who wish to accept shares wilt have 1o make the following declaration in the
Form of Acceptance:

“1/We declare that [ am/we arc not (a) US person(s), do not hold any B-Cal shares in respect of which I{we have accepted
the Revised Offer on behalf of a US person, and will not hold or acquire any of the new BA thares referred to herein for the
account or benefit of & US person or with a view to the offer, sale or delivery, directly or indirecily, of any new BA shares in
the United States or to US persons.”

Accepting B-Cal Sharcholders who wish to receive Loin Notes will have to make a similar declaration.

Any acceptance of the Share Qffer and/or clection for the Loan Note Alternative réceived from 2 person appearing 1o
Lazard Brothers in its cemplete discretion to be a US person or from a person who docs not give such a declaration »1alt
ronstitute, in respect of the new BA shares or Luan Notes to vhich such acceptor becomes entitled, an ircevocable a- 2
uriconditional request and authority to Lazard Brothers andfor its agentss~—

in respect of new BA shares accepted under the Share Offer:
{a} to sell such shases on behalf of such acceptor in the market as soon as practicable following such shares being atlotted;

(b) toreceive the document(s) of title in respect of such shares and to exceute instrument(s) of transfer in respeet of such
shrres; and

) o cemit the net paw ceds of such sale(s) (after desducting the expenses of safe) as soon s reasonably practicable 1o the
person whose name and address are set out in box § of Part A of the Form of Acceptance or, if none is set out, to the
first-naraed registered holder at his registered address; and

in respect of Loan Notesto distegard the election for the Loan Note Alternative and to remit the cash due in accordance
with the Cash Offer.

The new BA shares will be in rcgistcrcd_fcgm and during the period of restriction (as defined below) certificates for new
BA shares will bear a summary of the restriction provided for by the paragraph below and the preseribed declaration set out
above. The certificates are below called “endorsed certificates™. The Loan Notes will similarly bear a summary of the
resirictions.

During the period of restriction none of the new BA shares represented or to be tepresented by any endorsed certificate
shali be sold er transferred in the United States, orsold * trausferred elsewhere except to a person giving the prescribed
deciaration, and only endorsed certificates will constite good delivery on The Stock Exchange for transactions in new BA
shares. At any time after the expiry of the period of reswriction BA will upon lodgment of any endorsed certificate, provided
the prescribed declaration is duly completed by th holder (or by the transferce numed ina valid insteument of transter
lodged therewith for registration), issue a fresh shure certificate bearing no reference o the restriction, and, other than in
the case of o transfer where such a declaration is given by the transferee, after the expirt of we period of restricion
endorsed certificates will not constitute good delivery an "The Stock Bxchange for transaciions in any BA shares. The
“perlod of restriction’” in relation to new BA shares is the period until the date six months afier the date of first allotment
thercof.
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Capies of the Revised Offer Document are not being pested 19 United States addresses. Addiuenal copies are being sent
B-Cial at its registered address.
. Morgan Guaranty Tsunt Company of New Yoik, a5 depositary for BA shares, will not issue American Depositary Receipts
in respect of, or accept for deposit, endorsed certificates far new BA shares,

‘The provisions of this paragraph supersede any terms of the Revised Offer inconsistent herewith.

4, General

All references in this document and in the Forsn of Acceptance to 5th January, 1988 shall (except where thecontest
otherwise requires), if the expiry date of the Revised Offer be extended, be deensed 1o refer to the expiry date of the Revised
Offer as 50 extended,
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& APPENDIX H]

PARTICULARS OF THE LOAN NOTEALTERNATIVE

I, General . . .

‘The |an Notes have been authorised pursuat 19 a resolution of the Boasd of BA and will be C%‘nsut'ulrd bya Loan
Note Instmmment whick will be governed by English Jaw. The Loan Note Imtrument wiil contain, imecr e, provisans
to the effect set ous below.

2, Formaand stasus , . .

e Loan Noses will be issued in denominations and muftiples of £J and viYf consutute unsecured obligazions ;gf BA.
The Loan Note Intirument will not contain any restrictions on borrawingsor charging or disposal of assers by BA oron
the issue of Fusther loan notes or other debentuires,

3, Interest . )

The rate of interest will be 10% per <ent. per annum payable (less any 1ax requiived to l:e deducted) in equal semii-annual
instalments on 29th March and 30th September in cach year ("interest payment dutes™ except thatin the case of an
incomplete period, interest shall be calzulated on the basis of the actual number of days apsed in the refevant interest
period and a year of 365 days, The first interest payment on any Loan Note will be made on 29ih March, 1988 inrespect
of the period from (and including) the date when the first Loan Note ig zsued 1o (bwt cxcludn_nn) that interest payment
date. The perlod front (and Including) the date of issue of the first Loan Notes to (but excluding) the firit imterest
payment date and the period from (and including) an interest payment dateto (but exciuding) the next fellowiag
{nfercst payment date is herein called an “interest period”.

4, Repayment .
{8) Unless previously repaid or redeemed under this paragraph or purchased under paragraph (5) beiow, the Loan
Notes will be repaid at par on 26th March, 1998 with accrued interest (less any 1ax required to be deducted).

(bY A holder of Loan Notes shall be entitled to require BA to xepay on 20th March, 1989 or sny subsequent interest
payment date cither the whole or any part (being £100 or any maultiple thereof) of the principal amount
represented by any Loan Note regicrered in his name and remaining outstanding to be repaid at the rate of £1 for
each £1 nominal of Loan Notes togeter with accrued interest (less any tax required 1o be deducted) by giving not
less than 30 days’ prior notice in writing to BA at its registered office in accordance with the Loan Note
Instrument and the conditions set out on the Loan Note certificate.

() If atany time after 29th March, 1989 the aggregate nominal amount of Loan Notes outstanding is less than 10 per
cent, of the aggregate nominal amount of the Loan Notes issucd under the Revised Offer or £250,000 {whichever
is the lower), BA shall be entitled 1o redeem all outstanding Loan Notes at the rate of £1 for each £1 nominal of
Loan Notes together with accrued interest (less any tax required to be deducted) on giving not less thana 60 days'
notice in writing, expiring on any interest payment datc, to the holders of the outstanding Loan Notes,

5, Purchase of Loan Notes

BA may from time o time purchase any Loan Notes at any price by tender (available to all holders of the Loan Notes alike},
private treaty or otherwise. Any Loan Notes so purchased, or repaid or redeemed as described in paragraph (4) above, shall
forthwith be cancelted and BA shall not be at liberty to reissue the same.

6. Miscellancous
{a} The Loan Notes will be registered and will be transferable without restriction (subject to the provisions referred o
in paragraph 3 of Part B of Appendix I).

() No application has been or is intennded to be made 1o any stock exchange for the Loan Notes to be listed or dealt
in,

() The conditions endorsed on the Loan Notes and the rights of the holders of the Loan Notes will be subject to
modification, compromise or r.clcnsc in any respect with the sanction of an extraordinary resolution of the holders
of the Loan Notes (as defined in the Loan Note Insirument) and with the consent of BA,

BRITISH AIRWAYS
7
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& APPENDIX I

ADDITIONAL IMFORMATION

i, Introduction

This document should be sead in canjunction with the Original Offer Document and the Listing Particulass, copies of
which are available fiom Lazard Brothers, 21 Moorficlds, London LCZP 2HT. e eon

2, Responsibiity for information in this docrment

The Litectors of BA, whose names appear on page 3, sccept responsibility for the information contained ia this
document. The information refating to N-Cat and B-Cal Group has been derived from publis sources and the Directors
of BA only aceept responsibility for the correctness and fainess of its reproduction or presentation. To 1he best of the
knowledge and belief of the Directors of BA (whe have taken all reasonable care to ensure that such is the case), the
information contained in this document, other than aloresaid, is in sccordance wish the facts and, when xead =

conjunction with the Original Gifer Document and the Listing Particulars, does not omit anyihing Jikely to affect the
import of such information.

3. Muterial Changes

Save as disclosed In this document, the Dircciors of BA are not aware of any material changes in the information set out
jn the Original Olfer Document and the Listing Particulars in relatlon to the BA Group or, from information published

by !E-Cr:l, the B-Cal Group_save for information or statements announced oz issued by 11-Cal since 25th November, 1987
which are or may be materiai.

4. Market Quotations

The following table shows the mid-market quotation for BA shares, derived from The Siock Exchange Dally Official
List, on the first dealing day of December, 1987, on $ih December, 1987, the day before the announcement of the
Revised Offer, and on 17th December, 1987, the latest practicabla date before the pienating of this docus.entie—

BA
Date shares
st December, 1987 130pxd
9th December, 1987 137pxd
17th December, 1987 152pxd

5. Disclosure of Enterests
{a) At 17th December, 1987 (the latest praciicable date before the printing of this document) BA had agreed to
acquire 1,735,679 B-Cal shares and during the period from 20th November, 1986 to 17th December, 1987 (the
fatest practicable date before the printing of this document) had inade the following dealings for value in B-Cal

shares:—
Number Price
of B-Cal per
Date of transaction Nature of transaction shares B-Cal share

14th December, 1987 Purchase 256,310 £9.72
15th December, 1987 Purchase 1,003,119 £9.712
1’1l December, 1987 Purchase 375,000 L8
17th December, 1987 Purchase 67,500 £9.72
17th December, 1987 Purchase 33,750 £9.72

(b) Save as disclosed in the Original Offer Document, the Listing Particutars, the Supplementary Listing Particulars
aad herein, none of the Directors of BA nor any of their connected persons and neither BA nor any person acting
in concert with BA for the putposes of the Revised Offer nor any person with whom BA or any person acting in
concert with BA has an arrangement of the kind referred to in Note 6(b) on Rules 8,1, 8.2 and 8.3 of the City Code
on Take-overs and Mergers (i.¢, any agreement or understanding, formal or informal, of whatever nature relating
to securities in BA or B-Cal which may be an inducement to deal or refrain from dealing in such securities) holds,
controls, o is beneficially or non-bencficlally interesied in an . options to subscribe for, er securities convertible
into, shares in BA or B-Cal or has dealt therein for value durinyg the period corqmcnccd on 20th November, 1986
and ended on 17th December, 1987 {the latest practicable date before the printing of this document).

6. Available Resources . i . . . .
Lazard Brothers is satisfied that BA has adequate resources avmlahtc.to implement in full the maximum cash consideration
payable by BA under the Cash Offer which would amount to approximately £200 million.

7. General . ) . L
(a) Lazard Brothers and Rowe & Pitman Limited have given and have not wnh.d tawn their writien consent to the
tesue of this document with the references to them in the form and context in which they appear,

(b) The expenses of, or incidental 1o, the preparation and circulation of the Revised Offer will be paid by BA.

¢)  Copicsof the Listing Particulars and of this document incorpf:\rating Supplementary Listing l’arlicularg are

©@ nva]i)iahlc for collccti%n from or inspection at the registered office of BA, Speedbird Flouse, Heathrow Airport
{London), Hounslow TW6 2JA, during the Offer period and for collection from or inspection at the Company
Anncuncements Office for 14 days from 18th December, 1987.
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& APPENDIXTV

SUPPLEMENTARY LISTING PARTICULARS

1, Introducticn : o e ;
These supplementary listing pasuculars are supplementazy 1, and should be read inconunclicn weth, the lisung

. vy 8T isung P fars™), copies of which have been
articulars of Brytish Aisways Ple dated 25th November, 87 {*the Listing Pamculats' ), > A
Eemmd for registration wy:hc Registrar of Cmnpames’m England and Wales as required by secuien 149 of thie Financial

Services Act 1986,

2. Definitions . I
“The definitions used in the Listing Particulars Also apply in these supplementary listing particulars unless the context

requires otherwise, » )
‘Fhe following additional definitions apply throughout these supplementary tisting particila,s unless the context
requires otherwiser—

“f.Cal shares” the existing issued fully paid ordinary shares of £1 each in British Caledonian and
any ordinary shares of £1 each In British Caledenisn issued fully paidl pursuant 1o
the exsreise of options under the 11.Cal Share Option Scheme while the Hevised

Offer remains open for acceplance

“Cash Offer” the offer contained in the Revised Offer Document by Lazard Rrathess an behalf of
BA o acquire B-Cal shates for cash

“1.0an Notes" the Soan nietes fo be issued by BA pursuant o the Loag Note Alternative

“] oan Note Alternative™ the loan note altecnative set out in the Revistd Offer Dacument under which holders

of B-Cal shares who accept the Cash Offer may eloct to receive alt or part of their
consideration in L.oan Notes

“new BA shares” the ordinary shares of 25p each in British Airways to be issued, eredited as fully paid,
pursuant to the Revised Offer

“Revised Offer” the offer contained in the Revised Offer Document made by Lazard Brothers on
tehalf of BA to acquire the B-Cal shares

“Revised Offer Document” the document dated 18th December, 1987 containing the Revised Qffer

“*Share Offer” the offer contained in the Revised Offer Document by Lazard Brothers on behalf of

BA to acquire B-Cal shares for new DA shares

References in the Listing Particulars to the Offer shall be construed (except where the context requires otherwise) as
references to the Revised Offer.

3. I}cspansibility for supplementary listing particulars
The issue of these supplementary listing particulars has been approved by the Board of Directors of Britith Airways.

The Directors of British Airways whose names appear in the Listing Particulars accept responsibility for the snformation
contained in these supplementary listing pasticulars, The information relating to B-Cal and the B-Cal Group has been
derived from published sources und the Directors of British Airways only accept responsibility for the correctness and
fairness of its reproduction or presentation. To the best of the knowledge and betiet of the Directors of British Airways (who
have taken alt reasonable care to ensure that such is the case), the information cuntained in these supplementary listing
particulacs, other than aforesaid, is in accordance with the facts and, when read in cergunction with the Listing Particulars,
does not omit anything likely to affect the import of such information,

4, Details of the Revised Offer
(2} On 10th December, 1987 BA announced the Revised Offer to acquire the B-Cal shares, Eull details of the Revised

gﬁ‘cr, comprising the Cash Offer, the Loan Note Alternative and the Share Offer, are set out in the Revised Oifer
ocument,

{t) Under the terms of the Cash Offer, Lazard Brothers have offered to acquire, on behalf of BA, the whole of the
share capital ‘of B»C;al. Holders of B-|Cal shares who elect 1o accept the Cnsh’OH’er will rcccich £9.72in cash for
each fully paid ordinary share of {1 in B-Cal. The Cash Offer values the ordinary share capital of B-Cal (assuming

the exercise of all outstanding options under the B-Cat Share Option Sch i o2 illi ¥
cash will be provided from BA’s existing resources. ption Scheme) at approxitmately £200 million. The

{¢) Under the terms of the Loan Note Aliernative holders of B-Cal shares may elect, by way of aliernative he Cash
Offer, to seceive Loan Notes i§sucd by BA of a nominal amount cquivalenst' to the czsh St’leg‘:vuuld blc c::)iilcd o
receive under the Cash Offer, The Loan Notes will carry a fixed interest rate of 10% per cent. per annum, payable
half yearly in arcz o< Any Loan Notes not previously repaid will be repaid in March, 1998, Rowe & Pitman
Limited estimatea *b ~ir value as at 17th December, 1987 o be approximately 100% ’pcr cent. of their par value.

(dy On 20th November, 1987 Lazard Brothers on behalf of BA
h Ny posted an offer of new BA sh B-
shares, This offer has been extended as part of the Revised Offer and constitutes the gl’?d:cr g&zr‘.’?i“ﬁ?fn?fns c?fallhe

Share Offer are 115 new BA ordinary shares of 25 pren . i i
e o mumber of DACal shates. Y pence each for every 22 B-Cal shares and so in proportion for

Based on the mid-market quotation for the BA shares of 152 i

4 * ! £ pon 17th December, 1987 (1l 1

g}'ﬁ:’c‘;ég‘gf?:‘;‘;‘r}é:{;}ﬁ .d?‘iuéne ntjas derll\l'CdS Eom gf}l"c Stock Exchange Daily glzlic(farilgllclsl:g :ﬁ:ﬁ;ﬂg 3:131:
) o be issued, assuming the Share Offer were 10 be accepted for - ini i

approximately £159 million, This amount could be increased up 10a maxin?um of aggrt()‘:cirgn(l‘:::{l SE Téisx;?llllslzl:lc:l;s

a result of the exercise of rights under the B-Cal Share Option Sehieme, ) Y .

BRITISH AIRWAYS
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Ii{?ﬂff ';1[1‘3:5! s 68 the Share Uffer, fracticns of new BA thores willy ot be allotted ta accepus ¢ hotders of 1 Cal

;: ﬁrre::h he m:wé fi. . shares representicg tie aggregate of fracuomal entilements will be sold in she market and the
o A praceeds o siributed pro rata o relevant accepring holders of B-Cal shares, except thut individual asnonnis

iif fess than £ 2 wilt Aot be disibuted but will be retained for the benefit of Briush Airways.

Tre Reviwed Offer is subject 1o the terms and conditions set outin the Revised Offer Document.

“The Cash Alternaive offered by Lazard Brathers, S (. Warborg Secusites and Phillips & Drew Limitedas set out
in the Offer Liocuraent has lapsed and is no lenger open for acceplarce,

zll?jc[t 1o the Reyised Offer becoming uncandinonal in all re. pects, cheques resulung from the acceptance of the
sk Offer, definit ve cenificates for the new BA shares and Loan Notes res.piting from elections for the Loan
Mate Meernative and any fractional entittements witi be deparched:—

() in the cas: of acceptances received, complete in ath respects, by the date when the Revised Offer becomay
ar is dectired unconditional in all respects, within 21 days of such date; or

(i) in the case of acceptances received, complete in all respeats, afier such date bur while the Revised Offer
remains £pen for acceptance, within 21 days of such receipt,
The Loan Notes t be issued under the Loan Note Alternative will be registered and will be transferable without
restriclion, No appp‘hcauon has been of is intended 10 be made 10 any stock exchange for the Loan Notes 1o be
listed or dealt in, "The conditions endorsed on the Loan Notes and the rights of the holders of the Lonn Notes will
be subject 10 modifzation, compromise or release in any respect with the sanction of an extraordinasy resolution of
the holders of the 1 0an Notes (as defined in the Loan Note Instrument) apd with the consent of BA.

“The Loan Notes have not beer and will not be registered under the United States Securivies Act of 1933, as
amended. Accordingly the Loan Notes may notbe offered, sold or deliverad in the United Staes or to US persons,

Information on BA

{a)

(b

On 7th December, 1987 the EEC Council of Ministers adopted a number of measures relating 1o the formulation

of a common uir transport policy within the Furopean Communities and the application of compethion rules to

the air transport sector, The measures, which will come into effecton 1st January, 1988, provide for more liberal

fare setting, capacity sharing and market access arrangements than presently prevail, and apply the competition

rules of the BEC Treaty to all areangements between airlines. Following adoption of the measures, the EEC

(éuﬁxgn%ission has indicated rhat it will discontinue action it had previously taken against BA under Article 89 of the
TCaty.

On 10th December, 1987 BA announced marketing arrangements with United Airlines ("UA™) of the United
States under which BA and UA would, iner alia, share airport facilities at a number of airports (including JIK
Airport in New York), co-ordinate schedules and share flight codes. Associnted with these arrangements BA and
UA have agreed ro share the capital cost of the redevelopment of BA’s terminal building at JFK Alrport,

B-Cal’s current trading

In their circular to holders of B-Cal shares and 10 holders of options under the B-Ca! Share Option Scheme dated

9th December, 1987 the Dircctors of B-Cal stated that “The audit for the financial year ended 31st Cctober, 1987 of B-Cal
will be completed shortly, The Dircctors expect the audit to confirm a loss en trading activities, which will be offsct by

exceptional profits resulting from the sale of cerlain assets and subsidiaries.”

The information in the Listing Particulars relating to the B-Cal Group should be read as subject to and qualified by
information and statements announced or issued by B-Cal since 25th November, 1987 which are or may be material,

7. Pro-Forma Combined Net Assets Staiement

The following is an iliustrative pro-forma statement of the combined net assets of BA Group and B-Cal Group. The figures
are based on the unaudited consolidated balance sheet of BA Group at 30th Seplember, 1987 and the audited consolidaied
balance sheet of B-Cal Group at 315t October, 1986, The combined pro-forma net assets summary has been adjusted to
refieet the Revised Offer, on the assumption that all of the B-Cal Group shareholders will accept the Cash Offer, and the

estimated costs of the Offer and of the Revised Offer,

BA B-Cal

Group Group Combined

fm Lm im

Fixed assz&s . 4

Tutangil -

Ta:;ft:lee 1,36% 338 1,707

Investments 29 . 3 23

‘Total fixed assels 1,389 345 1,734

Current assets 1,049 245 1,0H
Creditors ~ amoums falling due within one year (1,283) (264) {1,547)
Net current liabilities (234) (19) (456)

Total assets less current liabilities 1,155 326 1,278
Creditors - r.mounts falling due after one year (343) (22%) (5?3}
Provisions for liabilities and charges (72) (N (79}

Net assets } 740 97 634

. . . . 7 (ihe
No account has been taken of any other change in the financial position Ql' BA Group since 30tk September, 198
date as at which its interim unaudited balance shect was preparea) ot of B-Cal Group since 31st Octeber, 1986 (the date as

at whieh its latest published balance sheet was prepared).,

8. General

()

i i i s material change in the information set owt in
Save as disclosed herein, the Directors of BA are not aware o}' any mat : ‘
the Listing Particulars i relation to the BA Group or, from information published by B-Cal, the B-Cal Group,



——

I8

(b)

()

N a 0o Py
save for information or starements announced or issued by B-Cal since 25th November, 1587 which are or mey be

materjal.

On the assumption that the Revised Offer becomes uaconditional in all respects, the total expenses of, or
incidental to, fhe preparation and circulation of the Offer, the Revised Offer, the Listing, Partugnlars, these
supplementary listing particulars and ofher related documents payable by BA arc estimated 1o smount 10
approximately £3 million, o o

On 261h November, 1987 Jeave was granted in the Divisional Cournt for Air Furepe Limited to apply for juilicial
review of the report of the Monopalics and Mergers Commission relating 1o the propesed merger of B-Cal with
BA, published by the Secretary of State for Trade and Industry on 1Ith November, 1987. A hesring on Ay Furope
Limited’s application statied on 17th December, 1987,

9, Documents availabls for juspection . . . L L v
Copics of the following documents, together with those documents Jisted 23 avnilable fur inspection in section 1. of P'art Vof

the the Listing Particulars, may be inspecied at the offices of Linkiaters &wl’nincs, Barrington House, 59767 Greshum Srreet,
Leridon EC2V 7JA and st the reglstered office of British Airways, Specdbird Houss, Heathrow Airport (l.ondon),
Hounslow TW6 2JA while the Revised Offer remains open for ucceptancei—

)]
)
()

tlse consent letters of Lazard Brothers and Rowe & Pitman Limited to the references to them contamed in the
Revised Offer Decument and the supplementay lsting particulars;

the Revised Offer Document including these supplementary listing particulars and the accompanying Form of
Aveeptance; and

the draft instrument constituting the Loan Notes.

L8th Tdecembar, 1947



